APEX EQUITY HOLDINGS BERHAD (208232-A)

NOTES TO THE FINANCIAL STATEMENTS
                                             

FOR FINANCIAL QUARTER ENDED 31 DECEMBER 2010


Notes (In compliance with FRS 134)

1. Basis of Preparation and Group Accounting Policies
The quarterly report has been prepared in accordance with the Financial Reporting Standards 134 “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 2009, except the following:-

(i) Adoption of new and revised FRSs, ICT Interpretations and Amendments:

In the current period ended 31 December 2010, the Group adopted the following new and revised FRSs, IC Interpretations and Amendments to FRSs and IC Interpretations which are applicable to its financial statements and relevant to its operations:

FRS1 (revised), First-time Adoption of Financial Reporting Standards

FRS 3 (revised), Business Combination

FRS 4, Insurance Contracts

FRS 7, Financial Instruments: Disclosures

FRS 8, Operating Segments

FRS 101 (revised), Presentation of Financial Statements

FRS 123 (revised), Borrowing Costs

FRS 132 (revised), Financial Instruments: Presentation

ICT Interpretation 10, Interim Financial Reporting and Impairment

ICT Interpretation 11, FRS2, Group and Treasure Share Transactions

Amendment to FRS 8

Amendment to FRS 107

Amendment to FRS 108

Amendment to FRS 116

Amendment to FRS 127

Amendment to FRS 132

Amendment to FRS 140

The principal effects of the changes in presentation, changes in methods of computation and in accounting policies resulting from the adoption of the new and revised FRSs, IC Interpretations and Amendments are set out below:

FRS 101(revised), Presentation of Financial Statements

Prior to the adoption of the revised FRS 101, the components of the financial statements presented consisted of a balance sheet, an income statement, a statement of changes in equity, a cash flow statement and notes to the financial statements. With the adoption of revised FRS 101, the components of the interim financial statements presented consist of a statement of financial position, a statement of comprehensive income, a statement of changes in equity, a statement of cash flows and notes to the financial statements.

The effects of the change in presentation are as follows:

The gains and losses that were recognized directly in equity in the preceding year corresponding period are presented as components in other comprehensive income in the statement of comprehensive income. The total comprehensive income for preceding year corresponding period is presented separately and allocation is made to show the amount attributable to equity holders of the parent and to non-controlling interests. The effects on the comparatives to the Group on adoption of FRS 101 are as follows:

	For the period ended 31 December 2010
	Income statement as previously reported
	Effects of adopting FRS 101
	Statement of comprehensive income as restated

	
	RM’000
	RM’000
	RM’000

	Profit for the period
	15,349
	-
	15,349

	Other comprehensive income
	-
	20,843
	20,843

	Total comprehensive income
	-
	-
	36,192

	Total comprehensive income attribute to:
	
	
	

	Equity holders of the parent
	15,349
	20,843
	26,192

	Non-controlling interest
	-
	-
	-


Dividend per share that was previously presented on the face of the income statement is removed and presented on the face of the statement of changes in equity.

With the adoption of the revised FRS 101, a new capital disclosure is made to explain the Group’s capital management objectives, policies and strategies, how it manages capital and whether the objectives for the capital management have been achieved. The details of the capital management disclosures are provided in Note 7.

FRS 7, Financial Instruments: Disclosure

Prior to the adoption of FRS 7, the disclosures for financial instruments were based on the requirement of the original FRS 132, Financial Instruments: Disclosure and Presentation. With the adoption of FRS 7, financial assets and liabilities are disclosed in the statement of financial position based on their respective classifications. An additional disclosure is made in Note 5 for the sensitivity analysis for each type of market risk to which the Group is exposed at the reporting date to show how profit or loss and equity would be affected by changes in the risk variables that were reasonably possible at that date.

Amendment to FRS 116 and Amendment to FRS 140

Prior to the adoption of the Amendment to FRS 116 and the Amendment to FRS 140, properties that were being constructed or developed for use as investment properties were treated as capital work-in-progress and classified as property, plant and equipment. With the adoption of Amendment to FRS 116 and Amendment to FRS 140, such properties are treated as investment property in accordance with FRS 140. The change in basis of recognition has no effect to the profit or loss in the current period ended 30 June 2010 or the comparative prior period. The effects of the change in basis of recognition to the comparative prior financial year’s statement of financial position are as follows:

	31 December 2009
	As previously reported
	Adjustment
	As restated

	
	RM’000
	RM’000
	RM’000

	Property, plant and equipment
	834
	(834)
	-

	Investment property
	-
	834
	834


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 2009.

3. Audit Report
The Audit Report of the Company’s preceding annual financial statements for the year ended 31 December 2009 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 and Sensitivity analysis of Market Risks
The group’s assets, liabilities, equity, net income or cash flows were not affected by any unusual items.

The Group’s combined foreign currencies and assets holding in SGD, HKD, Pound Sterling and AUD equivalent to approximately RM78.7 million and are expose to currency risk. If the RM : foreign currency exchange rates were to collectively increase/decrease by 10%, it would reduce/increase the Group’s profit after tax and other comprehensive income by approximately RM328k and RM7.3 million respectively.

The Group’s floating rate borrowings in RM are exposes to volatility in future interest payment. If the benchmark KLIBOR was to increase/decrease by 100 basis points, it would reduce/increase the Group’s profit after tax for the period by approximately RM70k.

The Group’s portfolio of quoted equity for investments and trading are exposed to market price risk. The held for trading marketable securities and available for sale investment, with carrying value of RM7.9 million and RM73.1 million respectively, would reduce/increase the profit after tax by RM59k and other comprehensive income by RM732k if the market prices were to decrease/increase by 1%.

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. Capital Management, Debt and Equity Securities
There have been no issuance, cancellations, repurchase, resale and repayments of debt and equity securities during the financial period ended 31 December 2010 except that the Company has purchased 2,974,800 ordinary shares of RM1.00 each for cash from the open market at an average price of RM0.62 per share. As at 30 September 2010, total shares bought back and held for treasury shares amounted to 6,446,518 shares.

The share buy-back transactions were financed by internally generated funds. The shares purchased are being held as treasury shares. Details of the shares buy-back for the period are set out below:

	Month
	Number of Shares Purchased
	Highest Price Paid
	Lowest Price Paid
	Average Cost Paid
	Total Amount Paid

	
	
	RM
	RM
	RM
	RM

	Jan 2010
	1,337,700
	0.645
	0.615
	0.623
	833,100.59

	Feb 2010
	198,200
	0.620
	0.600
	0.622
	123,243.28

	Mar 2010
	36,100
	0.620
	0.620
	0.627
	22,641.23

	Apr 2010
	0
	0.000
	0.000
	0.000
	0.00

	May 2010
	1,254,800
	0.620
	0.610
	0.622
	780,040.68

	Jun 2010
	146,000
	0.630
	0.620
	0.627
	91,510.72

	Jul 2010
	0
	0.000
	0.000
	0.000
	0.00

	Aug 2010
	2,000
	0.675
	0.675
	0.696
	1,392.41

	Sep 2010
	0
	0.000
	0.000
	0.000
	0.00

	Oct 2010
	0
	0.000
	0.000
	0.000
	0.00

	Nov 2010
	0
	0.000
	0.000
	0.000
	0.00

	Dec 2010
	0
	0.000
	0.000
	0.000
	0.00

	
	2,974,800
	
	
	
	1,851,928.91


The Group’s objectives of managing capital are to safeguard the Group’s ability to continue in operations as a going concern in order to provide fair returns for shareholders and to maintain an optimal capital structure to reduce the cost of capital. In order to maintain the optimal capital structure, the Group may, from time to time, adjust the dividend payout to shareholders, return capital to shareholders, issue new shares, redeem debts or sell assets to reduce debts, where necessary.

For capital management purposes, the Group considers shareholders’ equity, non-controlling interest and long-term liabilities to be the key components in the Group capital structure. The Group monitors capital on the basis of gearing ratio. The ratio is calculated as the total liabilities to total equity. Total equity is the sum of total equity attributable to shareholders and non-controlling interests. The Group’s strategy is to maintain a gearing ratio of below 50%. The gearing ratio as at 31 December 2010 and 31 December 2009 are as follows:

	
	31 December 2010
	
	31 December 2009

	
	RM’000
	
	RM’000

	Total liabilities
	117,681
	
	93,973

	Total equity
	295,476
	
	272,998

	Total capital
	413,157
	
	366,971

	Gearing ratio (%)
	28.48%
	
	25.61%


The increase in gearing ratio in the current period ended 31 December 2010 arises primarily from the increase in bank borrowing and other financial liabilities, which exceed the corresponding increase in comprehensive income. The details of the repayment of debts, equity instruments and dividend payment in the current period are as follows:

	
	
	31 December 2010

	
	
	RM’000

	(a)
	Drawdown on bank borrowings
	8,065

	(b)
	Repayment of bank borrowings
	(3,000)

	(c)
	Shares buy-back
	(1,852)

	(d)
	Dividend payment
	(6,213)


8. Dividends Paid
The Company had paid a tax-exempt first and final dividend of 1%, amounting to RM6,213,564 in respect of the financial year ended 31st December 2009 on 30 July 2010.

9. Segment Analysis
The Group has adopted FRS 8, Operating Segments with effect from 1 January 2010. The new FRS requires operating segment to be identified on the basis of internal reports that are regularly review by the Chief Executive Officer in order to allocate resources to the segments and to assess their performance.

The basis of segmentation is based on operating segment. The Group’s operating segments are as follows:

(i) Stock and futures broking

(ii) Building management and property investment 

(iii) Unit trust

(iv) Money lending

(v) Other segments

The segment information for the current quarter is as follows:

	Quarter ended 31 December 2010
	Stock and futures broking
	Building management and property investment
	Unit trust
	Money lending
	Others
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	

	Revenue from external customers
	40,992
	 764
	4,562
	0
	1,360
	47,678

	
	
	
	
	
	
	

	Inter-segment revenue
	0
	1,379
	0
	0
	994
	2,388

	
	
	
	
	
	
	

	Reportable segment profit/(loss)
	15,739
	(110)
	568
	(343)
	2,822
	18,676

	
	
	
	
	
	
	

	Total segment assets
	278,255
	40,151
	18,414
	45,249
	31,087
	413,156


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.

14. Related Party Transactions
There were no related party transactions during the period ended 31 December 2010.

The Group’s key management personnel compensation for the period ended 31 December 2010 is as follows:

	Type of compensation
	Directors and key management personnel

	
	RM’000

	Shore-term employee benefits
	1,593

	Post-employment benefit
	183

	Employee share option
	2


Additional information required by the Bursa Malaysia Securities Bhd Listing Requirements

15. Review of Group Results
The Group’s results for the current financial period ended 31 December 2010 registered a pre-tax profit of RM18.68 million as compared to RM15.85 million in the corresponding period. The improvement in the pre-tax profit was due to higher revenue from brokerage income arising from increase in the volume of securities transacted.

16. 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 lower pre-tax profit of RM3.83 million for the current quarter as compared to RM6.40 million in the preceding quarter due to impairment provision for doubtful debts of RM1.3 million and write-off of investment property of RM0.8 million.

17. Profit Forecast or Profit Guarantee

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

.

18. Taxation 
	
	Current Year Quarter
	Current Year- to-date

	
	31-Dec-2010
	31-Dec-2010

	
	RM‘000
	RM‘000

	
	
	

	Current year tax expense
	 993
	3,691 

	Previous years under/(over) provision
	   0

 -2 \# "#,##0.00;(#,##0.00)" 

 -2 \# "#,##0;(#,##0)" 
	(258)

	Deferred tax 
	226
	226

	
	1,219
	3,659


The effective tax rate for the period is lower than the statutory income tax rate due to certain incomes that are not taxable.
19. 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. 

20. 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
	12,958



	Total Disposals


	0

	Total Profit/(Loss) on Disposal


	0




(b) Investments in quoted shares as at 31 December 2010 for the Group except for the stockbroking subsidiary which is exempted from disclosure by the Exchange: -

	
	RM’000

	Total investments at cost


	18,997

	Total investments at carrying / book value 

 
	34,327

	Total investments at market value as at 31 December 2010


	34,327


21. 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.

22. Group Borrowings
The Group’s borrowings and debt securities as at 31 December2010: -

	
	RM’000

	      Bank Overdraft


	8,604

	      Revolving Credit


	4,500

	     Total short term borrowings
	13,104

	     Long term bank loan


	6,025

	     Total group borrowings

     
	19,129


Note:
The short term borrowings are all unsecured 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 36 equal monthly installments.
23. 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.

24. 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, excepts the following:

AEH Capital Sdn Bhd (“AEH”), a wholly owned subsidiary of the Company, received a Writ of Summon claim by Sanctuary Court Sdn. Bhd. (“the Plaintiff”) under the Kuala Lumpur High Court Suit No. S22-700-2010, through the Plaintiff’s solicitor. The Plaintiff is claiming for RM6,252,659.10 for the return of monies paid to AEH on account of termination of the Sales & Purchase Agreement of Debts dated 22 May 2000. 

The solicitor of AEH is of the opinion that the claim by the Plaintiff is out of time and unlikely to be succeeded. 

25. Earnings per Share
The basic earnings per share have been calculated based on the following:

	
	Individual Quarter
	Cumulative Quarter

	
	Current Year Quarter
	Preceding Year Comparative Quarter
	Current Year To Date
	Preceding Year Comparative Period

	
	31-Dec-2010
	31-Dec-2009
	31-Dec-2010
	31-Dec-2009

	
	
	
	
	

	Net profit/(loss) attributable to equity holders of the parent (RM’000)
	2,615
	5,589
	15,017
	15,349

	
	
	
	
	

	No of ordinary shares in issued (‘000)
	213,563
	213,563
	213,563
	213,563

	Less: treasury shares (‘000)
	(6,447)
	(3,472)
	(6,447)
	(3,472)

	Adjusted number of ordinary shares  (‘000)
	207,116
	210,092
	207,116
	210,092

	
	
	
	
	

	Basic earnings per share (Sen)
	1.26
	2.66
	7.25
	7.31


26. Dividends
The Board of Directors has proposed a first and final tax-exempt dividend of 3% for the current financial year ended 31 December 2010. The dividend is subject to the shareholders’ approval at the forthcoming Annual General Meeting.
BY ORDER OF THE BOARD
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