GPA HOLDINGS BERHAD

Notes to the Financial Information – Third Quarter ended 31 December 2014
(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

Revenue from the automotive batteries segment decreased from RM18.76million in previous corresponding quarter to RM18.57 million in current quarter. For the 9 months cumulative period ended 31 December 2014, revenue fell 23.38% year on year to RM53.92 million primarily due to decrease of sales volume in both the domestic and overseas market. Competition from imported batteries in local market as well as the availability of relatively cheaper products from China and Thailand to the overseas market will continue to affect the revenue of this segment.
This segment further recorded a loss before tax (“LBT”) of RM2.46 million in the current quarter compared to LBT of RM3.25 million in the previous year corresponding quarter. Cumulative 9 months recorded a LBT of RM5.92 million closing adversely against last year’s 9 month period by RM2.82 million as a result of lower volume and declining margin.
Non-Automotive Batteries segment

Revenue for this segment dropped by 8.22% from RM16.40 million in the previous corresponding quarter to RM15.05 million in the current quarter. Cumulative 9 months period revenue grew by 8.71%. This was mainly due to increase in export sales.
In line with the strengthening of the USD, this segment which has a higher export sales mix posted a higher Profit before tax (“PBT”) of RM2.05 million for the current 9 months cumulative period compared to PBT of RM1.16 million in the previous year 9 month period.
1) Material Changes in Profit/(Loss) Before Tax for Current Quarter as Compared with the Immediate Preceding Quarter

The current quarter’s loss before tax of RM0.80 million was an improvement compared to loss before tax of RM2.38 million in the immediate preceding quarter due to foreign exchange gain.
3)    
Current Year Prospects
Automotive battery business division is expected to remain challenging with competition expected to be stiff with the emergence of many new importers in the industry. We will continue to improve our current market share with promotional and pricing strategy while  continuous effort in cost optimisation will be carried out on the factory operation. 
The Group is focusing on its Non-Automotive segment which is expected to see an increase in sales volume from the exports market. Barring any adverse movement in lead price and/or foreign exchange rate, we expect our performance to improve in the coming quarter.
2) Variance of Actual Profit from Forecast

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

Not Applicable.

4) Tax

	
	3 months ended
	9 months
ended

	
	31/12/2014
	31/12/2014

	
	RM’000
	RM’000

	In respect of current period:
	
	

	-  income tax
	   -
	120

	-  deferred tax
	            -
	           -

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

	
	    -
	120

	
	
	


The effective tax rate on the Group's loss before tax for the financial year-to-date ended 31st December 2014 is lower than the statutory tax rate of 25.0% due to the loss suffered by certain subsidiaries.  
5) Corporate Proposals

On behalf of the Board of Directors of the Company, M&A Securities Sdn Bhd announced on the 27 January 2015 that the Company proposes to undertake the following:

(a)         Proposed renounceable rights issue of up to 196,097,520 new ordinary shares of RM0.10 each in GPA (“Rights Shares”) together with up to 490,243,800 new free detachable warrants (“Warrants”) at an issue price of RM0.10 per Rights Share on the basis of one (1) Rights Share for every four (4) GPA Shares  held together with five (5) Warrants for every two (2) Rights Shares subscribed ("Proposed Rights Issue with Warrants");
(b)        Proposed increase in the authorised share capital of the Company from RM100,000,000 comprising 1,000,000,000 GPA Shares to RM300,000,000 comprising 3,000,000,000 GPA Shares ("Proposed IASC"); and
(c)         Proposed amendments to the Memorandum of Association of the Company (“Proposed Amendments").

6) Bank Borrowings

Details of the Group’s bank borrowings as at 31st December 2014 are as follows:

	
	RM’000

	Repayable within 12 months
	

	Term loan
	               482

	Banker acceptance
	4,400

	Revolving credits
	            4,629        

	Bank overdraft
	           1,919

	Hire purchase
	              451

	
	           11,881

	Repayable after 12 months
	

	Term loan
	             -

	Hire purchase
	           792

	
	           792


7)  Material Litigation

(i) 
GP Marketing Sdn Bhd (“GP Marketing”) had on 18 March 2014, via its solicitors served on Super HH Power Sdn Bhd (“Super HH”) and Chan Khong Fook and Mr Lee Tian Wah @ Lim Siew Wah (both acting as guarantors) (collectively referred to as the “Defendants”) a Writ of Summons and Statement of Claim filed vide Shah Alam High Court Civil Suit No. 22 NCVC-135-03/2014. GP Marketing is claiming against the Defendants for the payment of an aggregate outstanding sum of RM1,671,951.64 being the amount due and owing by the Defendants to GP Marketing in respect of automotive batteries supplied to Super HH. Lee Tian Wah @ Lim Siew Wah has since passed away and GP Marketing has withdrawn the legal suit against the deceased. The matter is fixed for a decision on 23 February 2015.

(ii) 
Pursuant to a compulsory acquisition by the Pentadbir Tanah Daerah Klang of a part of a land held under Lot PT 7836, H.S.(D) 17768, Mukim Kapar, District of Klang, Selangor (“Land”), GP Autobat Sdn Bhd (“GP Autobat”) has accepted with protest from the Pentadbir Tanah Daerah Klang the compensation award amounting to RM216,000.00 for the aforesaid land acquisition. GP Autobat has opted to object the compensation amount and have the matter on compensation sum to be referred to the Court. GP Autobat  via its solicitors is claiming against the Pentadbir Tanah Daerah Klang  vide High Court of Shah Alam Originating Summons No. 24-516-05/2014 for an additional sum of RM600,000.00 being compensation to GP Autobat for injury caused to the land as a result of the compulsory acqusition. The case is pending in the High Court of Shah Alam and the hearing date has yet to be fixed. 
8) Dividends

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

	
	
	3 months ended
	9 months ended

	
	
	31/12/2014
	31/12/2013
	31/12/2014
	31/12/2013

	Basic earnings per share 
	
	
	
	
	

	
	
	
	
	
	

	Net loss attributable to ordinary equity holders of the parent company


	(RM’000)
	(1,222)
	(2,846)
	(4,723)
	(2,777)

	Total number of ordinary shares in issue


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

	Basic loss per share
	(sen)
	(0.16)
	(0.36)
	(0.60)
	(0.35)

	
	
	
	
	
	


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 issue during the period.
10) Profit/(loss) Before Taxation
Profit/ (loss) before taxation is arrived at after charging / (crediting):-

	 
	Current  Quarter
YTD

(RM’000)
	YTD
(RM’000)

	Interest income
	-
	(1)

	Other income including investment income
	(867)
	(2,928)

	Interest expense
	449
	930

	Depreciation and amortization
	535
	1,629

	Provision/ (reversal) of impairment on receivables
	258
	79

	Foreign exchange gain
	(1,975)
	(3,135)


11) Realised and Unrealised Profits/(Losses) Disclosure

            The retained profits as at 31st December 2014 and 31st December 2013 are analysed as     follows:-
	

	
	31/12/14
	
	31/12/13

	
	
	RM’000
	
	RM’000

	Total retained earnings of the company and its subsidiaries:-
	
	
	
	

	- Realised 
	
	22,986
	
	32,539

	- Unrealised
	
	(1,236)
	
	(1,190)

	
	
	
	
	

	Less: Consolidation adjustments
	
	(18,454)
	
	(18,178)

	
	
	
	
	

	Total group retained earnings as per consolidated statements 
	
	3,296
	
	   13,171
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