GPA HOLDINGS BERHAD

Notes to the Financial Information – Third Quarter ended 31st December 2012
(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) Operating Segment Review
Automotive batteries segment

The revenue of automotive batteries segment had shown deterioration against the previous year corresponding quarter. Revenue for the current quarter had deteriorated by 11% against previous year same quarter with difference of RM3.29 million, closing at RM27.08 million. The 9 months cumulative revenue has also suffered a shortfall of 13%, closing at RM82.40 million. The adversed results were mainly due to increased competition in both local and export markets.

Current quarter closed with a profit before tax (“PBT”) of RM706k with a significant positive variance of RM5.71 million against previous year same quarter. The current cumulative 9 months recorded an improvement of RM7.60 million against last year corresponding 9 months loss before tax (“LBT”) of RM8.12 million, closing at LBT of RM0.53 million. Decreased raw material costs, mainly caused by relatively lower average lead price had helped to boost the gross profit margin in the quarter under review. 
Non-Automotive Batteries segment

The non-automotive batteries segments had shown positive improvement in the quarter under review as compared to the previous year corresponding quarter. Revenue had improved by RM5.96 million, closing at RM13.35 million. Current quarter closed with a LBT of RM121k with an adverse variance of RM592k against previous year same quarter. The adverse profit against sales was mainly due to the increased in operating expenses recognised during the current quarter.
 The 9 months cumulative result has shown an improvement of revenue and PBT by RM23.05 million and RM334k respectively. The above favourable results were mainly contributed by the continuous improvement in export sales to several Asian countries.   
2) Material Changes in Profit/(Loss) Before Tax for Current Quarter as Compared with the Immediate Preceding Quarter

The current quarter’s profit before tax of RM529k, closed favourably compared to the profit before tax of the immediate preceding quarter of RM201k. Increased in other non-operating income, primarily from the sales of scrap and unrealised foreign exchange gain had contributed to the favourable profit.
3) Current Year Prospects

Despite most major economies contracted in the fourth quarter of 2012 with the exception of the BRICs, lead remains in constructive shape fundamentally and outperformed the rest of the base metals with the tightest supply / demand profile alongside tin going into 2013. Analysts suggested that the lead market is moving into a deficit, and solid global demand is expected for Lead-acid batteries in electric bikes (in China), industrial battery and UPS power applications. 
With this economic and lead fundamental backdrop, the Group believed that downside for lead prices will be limited, but soaring lead premium will lead to higher cost and softer margin hence stiffen competitiveness. Besides, operating margin will be further impacted by recent implementation of minimum wages scheme for workers. Therefore, in order to lower the production unit cost and improve profit margin, the Group has strategized towards volume expansion of automotive battery segment, while continuing to reinforce the non-automotive battery segment for back-up and telecommunication applications. 
Positive financial results have been attained in first 9 months of financial year, and the Group is confident of achieving favorable results for the remaining part of the financial year. 
4) Variance of Actual Profit from Forecast

Not applicable.
5) Statement on Revenue or Profit Estimate, Forecast, Projection or Internal Targets Previously Announced or Disclosed in a Public Document

Not Applicable.

6) Tax

	
	3 months ended
	9 months ended

	
	31/12/2012
	31/12/2012

	
	RM’000
	RM’000

	In respect of current period:
	
	

	-  income tax
	        72
	      497

	-  deferred tax
	             (36)
	           (155)

	- (Over)/ Under provision of previous year
	         -       
	         (121)

	
	           36
	       221

	
	
	


The effective tax rate on the Group's profit before tax for the financial year-to-date ended 31st December 2012 is 25.77%, only slightly higher than the statutory tax rate by 0.77%.
7)
 
Corporate Proposals

There were no corporate proposals announced but not completed as at the date of this report. 

8) 
Bank Borrowings

Details of the Group’s bank borrowings as at 31st December 2012 are as follows:

	
	RM’000

	Repayable within 12 months
	

	Term loan
	             469

	Hire purchase
	              145

	Revolving Credit
	           4,650

	
	          5,264

	Repayable after 12 months
	

	Term loan
	         1,051

	Hire purchase
	           356

	
	         1,407


9)
Material Litigation

The Group does not have any material litigation at the date of announcement.
10)
Dividends

No interim or final dividend has been declared or recommended to be paid during the quarter under review.
11)
Earnings per Share

	
	
	3 months ended
	9 months ended

	
	
	31/12/12
	31/12/11
	31/12/12
	31/12/11

	Basic earnings per share 
	
	
	
	
	

	
	
	
	
	
	

	Net profit/ (Loss) attributable to ordinary equity holders of the Company

	(RM’000)
	480
	(5,356)
	  174
	    (7,634)

	Total number of ordinary shares in issue


	(‘000)
	784,390
	    784,390
	784,390
	784,390

	Basic earnings per share
	(sen)
	0.06
	(0.68)
	     0.02
	     (0.97)

	
	
	
	
	
	


The basic earnings per share of the Group is calculated by dividing the profit attributable to ordinary equity holders of the Company against the total number of ordinary shares in issue during the period.
12)     Profit/(loss) Before Taxation

Profit/ (loss) before taxation is arrived at after charging / (crediting):-

	 
	Current  Quarter
(RM’000)
	YTD
(RM’000)

	Interest income
	(1)
	(4)

	Other income including investment income
	(1,543)
	(3,620)

	Interest expense
	156
	427

	Depreciation and amortization
	495
	1,469

	Provision for & write off of receivables
	41
	169

	Provision for & write off of inventories
	-
	-

	(Gain)/ loss on disposal of quoted or unquoted investment or properties
	-
	(6)

	Foreign exchange (gain) / loss
	42
	120

	Impairment of assets
	N/A
	N/A

	Gain or loss on derivatives
	N/A
	N/A


13)
Realised and Unrealised Profits/(Losses) Disclosure

The retained profits as at 31st December 2012 and 31st December 2011 are analysed as follows:-
	

	
	31/12/12
	
	31/12/11

	
	
	RM’000
	
	RM’000

	Total retained earnings of the company and its subsidiaries:-
	
	
	
	

	- Realised 
	
	35,657
	
	39,386

	- Unrealised
	
	(1,722)
	
	     (254)

	
	
	
	
	

	Less: Consolidation adjustments
	
	(17,731)
	
	(14,491)

	
	
	
	
	

	Total group retained earnings as per consolidated statements 
	
	16,204
	
	  24,641
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