APEX EQUITY HOLDINGS BERHAD (208232-A)

NOTES TO THE FINANCIAL STATEMENTS
                                             

FOR FINANCIAL QUARTER ENDED 31 DECEMBER 2004


Notes (In compliance with MASB 26)

1. Group Accounting Policies
The quarterly report has been prepared in accordance with the Malaysian Accounting Standards Board (“MASB”) 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad.

The quarterly financial statements have been prepared based on accounting policies and method of computation consistent with those adopted in the most recent annual financial statement for the year ended 31 December 2003.

2. Condensed Financial Statements
This set of interim financial statements has been prepared on a condensed basis and should be read in conjunction with the most recent annual financial statement for the year ended 31 December 2003.

3. Audit Report
The Audit Report of the Company’s preceding annual financial statements for the year ended 31 December 2003 was not subject to any qualification.

4. Seasonal or Cyclical Factors
The Group’s business operations are not subject to any seasonal or cyclical factors.

5. Unusual Items
The group’s assets, liabilities, equity, net income or cash flows were not affected by any unusual items other than write down of RM84.2 million for impairment loss of intangible assets and RM5.9 million for impairment loss in value of long term investment.

6. Material changes in Estimates
There were no material changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years which have a material effect in the current interim period.

7. Debt and Equity Securities
There have been no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date. 

8. Dividends Paid
The Company has paid a 1% tax-exempt dividend on 27 August 2004 in respect of the financial year ended 31st December 2003.

9. Segment Analysis
No segment analysis is prepared as the Group is primarily engaged in stockbroking operations in Malaysia.

10. Valuation of Property, Plant and Equipment
Valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statements.

11. Material Events Subsequent to Reporting Quarter
There were no material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period.

12. Changes in Composition of the Group
There were no significant changes in the composition of the company during the interim period, including business combinations, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

13. Contingent Liabilities or Contingent Assets
There were no changes in contingent liabilities or contingent assets since the last annual balance sheet date.

Additional information required by the Bursa Malaysia Securities Bhd Listing Requirements

14. Review of Group Results
In tandem with the improved performance of Bursa Malaysia during the fourth quarter and the financial year ended 31 December 2004, the Group’s core business, i.e. stockbroking recorded an improvement in the revenue as compared to the corresponding quarter and previous financial year.  

The Group’s results for the financial year ended 31 December 2004, however, recorded a higher pre-tax loss of RM86.7 million as compared to pre-tax loss of RM23.6 million in the previous financial year. The increase in pretax loss was due to impairment loss of intangible assets (business right resulting from acquisition of Halim Securities Sdn Bhd’s licence) of RM84.2 million, bad debts written-off of RM25.9 million and write down for the impairment loss in value of long term investment of RM5.9 million. Excluding the foregoing items, the Group recorded a pre-tax profit of RM29.3 million for the financial year ended 31 December 2004.

15. Explanatory Comments on Any Material Change in the Profit Before taxation for the Quarter Reported on as Compared with the Immediate Preceding Quarter 
The Group recorded a pre-tax loss of RM95.78 million for the fourth quarter as compared to a pre-tax profit of RM2.37 million in the preceding quarter. The sharp increase in pre-tax loss in the fourth quarter was due to additional impairment loss of intangible assets (business right) of RM79.2 million, bad debts written-off of RM25.9 million and write down for the impairment loss in value of long term investment of RM5.9 million.

16. Profit Forecast or Profit Guarantee

The Group has not entered into any scheme that requires it to present forecast results or guaranteed any profits.

17. Taxation 
	
	RM‘000

	
	

	Accounting profit/(loss)
	(86,747)

	Add:   Amortisation and depreciation of non-qualifying assets
	7,166 

	           Impairment loss on intangible assets and investment
	84,967

	          Other non-deductible expenses
	 249

	          Tax effect of current year loss not recognised
	28,568

	
	34,203

	Less: Other non-taxable income
	13,384

	Taxable income
	20,819

	
	

	Current year tax expense at 28%
	5,829

	Deferred tax 
	(389)

	Previous years overprovision
	(56)

	
	5,384


The effective tax rate is higher than the statutory tax rate because of the non-availability of Group relief for losses incurred by certain subsidiary companies and certain expenses are disallowed in arriving at the taxable income.

18. Sale of Unquoted Investments and/or Properties
There were no sales of unquoted investments or properties for the current quarter and financial year to date. 

19. Particulars of Quoted Securities (Long and Short Term)
(a) 
Summary of dealings in quoted securities for the current financial year to date for the Group except for the stockbroking subsidiary which is exempted from disclosure by the Exchange are set out below: -

	
	RM’000

	Total Purchases


	0



	Total Disposals


	0



	Total Profit/(Loss) on Disposal


	0




(b) Investments in quoted shares as at 31 December 2004 for the Group except for the stockbroking subsidiary which is exempted from disclosure by the Exchange: -

	
	RM’000

	Total investments at cost


	87,978

	Total investments at carrying / book value 

 
	35,806

	Total investments at market value as at 31 Dec 2004


	22,471


20. Status of Corporate Proposals
The company does not have any corporate proposals announced but not completed as at the end of the reporting period and the date of issue of the quarterly report.

21. Group Borrowings
The Group’s borrowings and debt securities as at 31 Dec 2004 :-

	
	RM’000

	      Bank Overdraft


	5,007

	      Revolving Credit


	12,600

	     Total short term borrowings
	17,607

	     Long term bank loan


	14,129

	     Total group borrowings

     
	31,736


Note:
The short term borrowings are all unsecured, short term and denominated in Ringgit Malaysia. 

The long term bank loan is denominated in Ringgit Malaysia and secured by legal charges over certain freehold properties of a subsidiary company and an assignment of proceeds from rental of a freehold property of the said subsidiary company and is repayable by 96 equal monthly installments commencing May 2004.

22. Off Balance Sheet Financial Instruments

There were no contracts involving off balance sheet risk as at the end of the reporting period and the date of issue of the quarterly report.

23. Material Litigation

There was no pending material litigation as at the date of issue of the quarterly report, which in the opinion of the directors would have a material adverse effect on the financial results of the Group.

24. Earnings/(loss) per Share
The basic earnings/(loss) per share have been calculated based on the consolidated net loss for the reporting quarter of RM76,922,437 (current year to date consolidated net profit of RM73,331,138) and on 213,563,324 ordinary shares in issue.

25. Dividends
No interim dividends have been declared during the period.
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