GPA HOLDINGS BERHAD

Notes to the Financial Information – Second Quarter ended 30th September 2005
(The current year figures have not been audited)

B. Selected Explanatory Notes to the Interim Financial Report (Part A of Appendix 9B of Bursa Malaysia Listing Requirements)

1) Review of Performance

The Group’s profit before tax for the current quarter under review closed higher than the previous year corresponding quarter by 73.06% due mainly to an increase in selling prices especially in automotive batteries.
The turnover for the current quarter under review amounting to RM26.659 million had increased by 18.4% compared to the previous year corresponding quarter turnover due to higher local and export sales during the quarter as well as higher local and export battery selling prices ranging from 15% to 20%.

1) 


2) Material Changes in Profit Before Tax for Current Quarter as Compared with the Immediate Preceeding Quarter

The profit before tax for the current quarter of RM0.424 million improved by approximately 122.0% as compared to the previous quarter’s RM0.191 million mainly due to a decrease in lead price.
3) Current Year Prospects

With the current lead price maintaining in excess of USD1000 per metric ton, the Group is concentrating on the production of it’s own maintenance-free batteries which fetch higher prices in view of the growing demand for these batteries from the local and export markets. The Group will place greater emphasis on the trading of these premium grade maintenance-free batteries together with special application batteries to generate higher profit margins.

Barring no further increase in the lead prices, the Board of Directors is confident that the performance for the second half of the financial year will be better than the first half. 
4) Variance of Actual Profit from Forecast

Not Applicable.

1) 

5) Tax

	
	3 months ended
	6 months ended

	
	30/09/05
	30/09/05

	
	RM’000
	RM’000

	In respect of current period:
	
	

	-  income tax
	491
	984

	-  deferred tax
	(465)
	(928)

	
	26
	56


The effective tax rate on the Group's profit before tax for the financial year-to-date under review differs from the statutory tax rate of 28% and is reconciled as follows:

	
	RM’000
	
	Tax Rate

	Profit before tax
	615
	
	100% 

	Tax calculated at the tax rate of 28%
	172
	
	28.0%

	Add:  Expenses not deductible for tax purposes 
	500
	
	81.3%

	          Credit tax expenses arising from loses in subsidiary companies
	661
	
	107.4%

	           Balancing charge on sale of motor vehicle
	13
	
	2.1%

	Less:  Capital and reinvestment allowances
	(122)
	
	(19.8%)

	          Non-taxable income
	(121)
	
	(19.7%)

	
	
	
	

	
	
	
	

	          Difference in tax rate applicable to small and medium enterprises*
	(119)
	
	(19.3%)

	          Deffered Tax
	(928)
	
	(150.9%)

	Total tax payable / Effective tax rate
	56
	
	9.1%

	
	
	
	


*
Malaysian resident companies within the Group with paid-up capital of RM2.5 million or less, is taxed at 20% on the first RM500,000 of its chargeable income. Income in excess of RM500,000 is taxed at 28%.
6) Profit / (Loss) on Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments and /or properties for the current quarter and financial year-to-date.
7) Quoted Securities

i) Purchases
	
	3 months ended
	
	6 months ended

	
	30/09/05
	
	30/09/05

	
	RM’000
	
	RM’000

	
	
	
	

	Total purchase consideration
	-
	
	142


ii) Investment in quoted securities as at 30th September 2005
	
	
	RM’000

	
	
	

	At cost
	
	142

	At book value
	
	142

	At market value
	
	123


8) Corporate Proposals

There were no corporate proposals that have been announced but not completed as at the date of this announcement.
9) Bank Borrowings

Details of the Group’s bank borrowings as at 30th September 2005 are as follows:

	
	RM’000

	Repayable within 12 months
	

	Term loan
	1,000

	Bills payable
	5,585

	Hire purchase
	179

	Revolving credit
	4,750

	Bank overdraft
	1,529

	
	13,043

	Repayable after 12 months
	

	Term loan
	500

	Hire purchase
	241

	
	741


10) Cash & Cash Equivalents

Cash and cash equivalents included in the cash flow statements comprise the following balance sheet items:

	
	
	30/09/05
	
	30/09/04

	
	
	RM’000


	
	RM’000

	Cash in bank and at hand
	
	6,159
	
	6,121

	Bank overdraft
	
	(1,529)
	
	(1,243)

	
	
	4,630
	
	4,878


11) Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this announcement.

12) Material Litigation
Save as disclosed below, neither the Company (“GPA”) nor its subsidiaries are engaged in any material litigation, claims or arbitration either as plaintiff or defendant, and the Directors of GPA do not have any knowledge of any proceedings, pending or threatened against GPA and its subsidiaries or of any facts likely to give rise to any proceedings which might adversely and materially affect the position or business of GPA and its subsidiaries:

i) On 26th November 1999, GP Autobat Sdn Bhd (“GPASB”), a wholly-owned subsidiary of GPA filed a Summons and Statement of Claim against Gading Permai Sdn Bhd (“GP”) claiming a total sum of RM214,575.88 for sums due and owing for goods sold together with interest at 1.5% per month from 30th October 1999 to the date of settlement and other incidental costs. On 28th March 2000, GPASB further filed a Summons and Statement of Claim against Jacob Rabindranath a/l M. Krishnan and Nagarajan a/l Thambiah as guarantors for GP (“Guarantors”) claiming a total sum of RM200,000, together with interest at 8% per annum from 29th March 2000 to the date of settlement and other incidental costs. On 10th August 2004, judgement was entered in favour of GPASB whereby GP and the Guarantors shall pay GPASB an amount of RM214,575.88 and RM200,000 respectively together with interest and costs. GP and the Guarantors have on 20th August 2004 filed a notice of appeal against the above judgement. The hearing date of the appeal has been fixed on 24th May 2006. Meanwhile, the Defendants have applied for a stay of execution of the Judgment and on the hearing date of 21st July 2005, the Court has dismissed the Defendants’ application with costs.
ii) On 25th February 2000, GP Marketing Sdn Bhd (“GPMSB”), a wholly-owned subsidiary of GPA, filed a Summons and Statement of Claim against Chee Yen Sooi (trading as Stronghold Enterprise) (“First Defendant”) and Chee Yen Sin (“Second Defendants”) claiming a total of RM124,015.53 for sums due and owing for goods sold together with interest and other incidental costs. On 16th January 2002, summary judgement was entered in favour of GPMSB whereby the First Defendant and the Second Defendant shall pay GPMSB an amount of RM124,015.53, together with interest at 1.5% per month from 21st December 1999 to the date of settlement and RM1,843 for other incidental costs. On 24th January 2002, the First Defendant and Second Defendant filed an appeal against the summary judgement and the said appeal was dismissed with costs on 16th April 2003.

On 12th March 2003, the solicitors for GPMSB proceeded to file a Bankruptcy Notice against the First Defendant. The solicitors for the First Defendant has on 29th July 2004 filed an application to contest the Bankruptcy Notice. The hearing date for the First Defendant’s application to oppose the Bankruptcy Notice has been fixed on 26th April 2005. Hearing has been adjourned to 16th August 2005 and thereafter further adjourned to 6th December 2005. To date, no further action has been taken against the Second Defendant.

iii) On 30th September 2004, GP Marketing Sdn Bhd (“GPMSB”), a wholly-owned subsidiary of GPA, filed a Summons and Statement of Claim against Teh Kim Siew and Teh Lian Huat (both trading as Pro Sport Battery Marketing ) and, Teh Lian Hing and Yap Sook Yin as guarantors for Pro Sport Battery Marketing (“Guarantors”) claiming a total of RM263,770.67 for sums due and owing for goods sold together with interest and other incidental costs. GPMSB had subsequently withdrawn the legal action against all the defendants as both parties had come to an amicable settlement.
13) Dividends

No interim or final dividend has been declared or recommended to be paid during the quarter under review.

14) Earnings per Share

	
	
	3 months ended
	6 months ended

	
	
	30/09/05
	30/09/04
	30/09/05
	30/09/04

	Basic earnings per share 
	
	
	
	
	

	
	
	
	
	
	

	Net profit for the period


	(RM’000)
	364
	(351)
	495
	(149)

	Number of ordinary shares in issue


	(‘000)
	   400,000
	   400,000
	   400,000
	   400,000

	Basic earnings per share
	(sen)
	0.09
	(0.09)
	0.12
	(0.04)

	
	
	
	
	
	


The basic earnings per share is calculated by dividing the Group’s profit after taxation and minority interests by the number of ordinary shares in issue during the period.

The previous period figures were reinstated to include the enlarged issued and paid up share capital arising from the share split exercise of the Company.
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By Order of the Board





















GPA Holdings Berhad

Mok Kam Fai

Financial Controller

Date: 29 November 2005

c.c. Securities Commission



















�PAGE \# "'Page: '#'�'"  �� Sum all the FA and CA for GPI and LVC and less out all inter co. debtors and share investment





PAGE  

GPAH Notes to the F1-Q2 2006-B-29/11/2005
12

