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Grand-Flo buys 80% of label maker

PETALING  JAYA: Grand-Flo
Solution Bhd has signed an agreement
to acquire an 80% stake in Penang
based-PenKopack Sdn Bhd for
RM1.12mil cash.

The deal was signed via its 55%-
owned subsidiary Labels Network Sdn
Bhd.

Under the agreement, barcode
labels manufacturer PenKopack will
provide net profit guarantee of at
least RM700,000 for two years until
2000.

Grand-Flo managing ‘director‘

Derrick Tan said this translated into an
average earnings multiple of four
times over the two years, based on
PenKopack's total valuation of
RM1.4mil. .

“The acquisition is expected to be
completed within a month,” he said
after the company AGM yesterday.

Grand-Flo was continuously look-
ing for merger and acquisition oppor-

tunities, mainly in China and the

Derrick Tan

Middle East, although nothing had
been firmed up, Tan said.

“We have to be prudent in our
investments this year as we foresee a

»We have to be

| prudent in our
investments this
year as we
foresee a very
challenging year«
DERRICK TAN '

N

very challenging (year),” he added.

He said the company expected its
local business to contribute 70% to
sales in this financial year ending Dec
31 (FY08) compared with 50% in FYQ7,
driven by sales to the Government
sector,
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Grand-Flo expects bumpy second half

by Yantoultra Ngui Yichen

FD@bizedge.com

KUALATUMPUR: Grand-Fio Sohution
Bhd, a tracking solutions firm, said
rising raw material prices make for a
challenging second half year.
* “The worst is yet to come butwe
hope thatwe will be able to maintain
the earnings we achieved in the last
financial year (net income of RM6.3
million for FY2007) this year, barring
unforeseen circumstances,” group
president Derrick Tan told reporters
after its AGM here yesterday.

For its first quarter ended March
31, 2008, the Mesdag-listed firm’s net
profit declined 3.3% to RM1.17 million

from RM1.21 million a year earlier af-
ter Simat Technologies Pcl became an
associate company. .

Grand-Flo diluted its stake in Si-
mat to 36.8% from 49% ahead of the
latter’s listing on Thailand’s market
for alternative investment (MAI) on
Dec12,2007.

However, the impactwas mitigated
by the twomonths’ earnings contribu-
tion from its 55%-owned Labels Net-
workSdn Bhd which itacquired on Jan
31, 2008 for RM3.91 million cash.

“We expect our overseas earn--

ings contribution to decline to 30%
(from the current 50%) this year due
to the dilution of equity interest in
Simat,” Tan said.

Simat had in April 2008 proposed
to buy a 40% stake. each in tracking
solutions provider Sino Company Ltd
and barcode labels manufacturer High
Rich Trading & Service Company Ltd
for RM2.4 million cash as part of its
strategy to expand int6 Vietnam,

Tan said both companies, which
were expected to provide a combined
profit guarantee of about RM2.2 mil-

lion over two years, would start con-
tributing earnings to the group by the

fourth quarter of this year.

Labels Network, a self-adhesive la-
bel sticker maker, yesterday proposed
to acquire an 80% stake in Penang-
based barcode labels maker PenkKo-
pack Sdn Bhd for RM1.12 million as

part of Grand-Flo’s expansion plan.
Tan said the purchase, which is ex-
pected tobe completed in twomonths,
would extend Grand-Flo's customer
baseand shorten its response and de-
livery time to clients in Penang.
Under the agreement, PenKo-
pack provides a profit guarantee of
RM?700,000 over two years. Tan said
with PenKopack’s total valuation of
RM1.4 million, itworked out toan earn-
ings multiple of about four times.

. He said the purchase would be
funded via internal funds. As at
March 31, 2008, Grand-Flo’s cash
and bank balances stood at RM1.5
million and its long-term borrowing
at RM3.5 million.
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CORPORATE MALAYSIA

Grand-Flo acquires Penang-based
barcode labels manufacturer

Labels projected to
contribute at least
one-tenth to group
revenues in FY08

INTEGRATED tracking so-
lutions provider Grand-Flo
Solution Bhd is buying a.80%
equity stake in Penang-based
barcode labels maker PenKo-
pack Sdn Bhd for RM1.12 mil-
lion cash.

The purchase is made via
its 55%-owned subsidiary La-
bels Network Sdn Bhd which
yesterday signed a share ac-
quisitiion pact with PenKo-
pack to effect the deal.

Established in Butterworth,
Penang, in 2000, PenKopack
manufactures and markets
barcode labels as well as other
types of self-adhesive labels
for general food, consumer

Tan says contributions from the
group’s existing labels segment
has showed a healthy growth
trend this year

products, pharmaceutical and
toiletries industries.
Grand-Flo managing direc-
tor Derrick Tan said the com-
pany is not only establishing
a geographical footprint in
the northern region as the ac-
quisition will also resultin an
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extended customer base for
the group.

"With PenKopack, we are
closer to our multinational
corporation (MNC) clients,
and are now able to shorten
our response and delivery
time to our existing custom-
ers in the north to achieve
cost savings and enhanced
customer satisfaction,” he said
in a statement released in
Kuala Lumpur yesterday.

With a manufacturing fa-
cility in Penang, Grand-Flo is
poised to reinforce its posi-
tion as a leading provider of
tracking solutions and labels
in Malaysia and the region,
he added.

Tan said contributions from
the group’s existing labels
segment through the Labels
Network showed a healthy
growth trend this year.

"We are pleased with the
progress of our labels seg-
ment thus far, which further
proves our rationale for enter-
ing into this highly-recurrent
business.

"Overall, we are optimistic
of our target to see this seg-

ment revenue contributing at

least one-tenth of group net
profit in FY08," he added.
Expansion via mergers
and acquisitions has béen
Grand-Flo's growth strategy
since going public in 2004,
having acquired six related-
industry companies in the
region. )
During the period, the
group’s net profit grew at an
average compounded growth
rate of 53.6% per year, from
RM1.73 million in 2004 to
RM6.26 million last year.
"Our Mé&A expansion plan

has always been focused on
enhancing shareholders’ val-
ue by looking out for good
valuation companies that can
give the group the synergistic
impact.

"A case in point is PenKo-
pack, which comes with only
four times earnings multiple
and will certainly comple-
ment our other labels manu-
facturing facilities in Selang-
or, as well as in Thailand and
Vietnam," Tan said.

Grand-Flo, listed on the
Mesdag Market of Bursa Ma-
laysia, is a.leading player in
the tracking solutions indiss-
try in the region.

The group has established
direct presence in Malaysia,
Singapore, Thailand and Vi-
etnam. It has also extended
its distribution network to In-
donesia,
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“Invests RM1.12 million”
“Grand-Flo’s buys 80% of PenKopack”
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“Grand-Flo in talks for overseas acquisition, eyeing China,
Indonesia and Middle East”
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“Grand-Flo buys labels maker”




