APEX EQUITY HOLDINGS BERHAD (208232-A)

NOTES TO THE FINANCIAL STATEMENTS
                                             

FOR FINANCIAL QUARTER ENDED 30 SEPTEMBER 2015


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 2014.

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 2014.

3. Audit Report
The Audit Report of the Company’s preceding annual financial statements for the year ended 31 December 2014 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 and AUD equivalent to approximately RM861k 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 by approximately RM65k.

The Group’s floating rate borrowings and money market deposits in RM are expose to volatility in future interest payment/receive. If the benchmark KLIBOR was to increase/decrease by 100 basis points, it would increase/reduce the Group’s profit after tax for the period by approximately RM787k.

The Group’s portfolio of quoted equity for investments and trading are exposed to market price risk. The held for trading marketable securities with carrying value of RM5.80 million, would reduce/increase the profit after tax by RM44k 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 30 September 2015 except that the Company has purchased 1,000 ordinary shares of RM1.00 each for cash from the open market at an average price of RM1.45 per share. As at 30 September 2015, total shares bought back and held for treasury shares amounted to 10,917,118 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

	Jun 2015
	1,000
	1.45
	1.45
	1.49
	1,494.87

	
	1,000
	
	
	
	1,494.87


The share buy-back transactions were financed by internally generated funds. The shares purchased are being held as treasury shares. 

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 net 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 low gearing ratio. The debt-to-equity ratio of the Group at the end of the reporting period is not presented as its cash and cash equivalents exceeded the total debts.

8. Dividends Paid
The Company had paid a single tier interim dividend of 7 sen per share in respect of the financial year ended 31 December 2014, amounting to RM14,185,304 on 25 March 2015 and a final single tier dividend of 5 sen per share in respect of the financial year ended 31 December 2014 amounting to RM10,132,311 on 30 June 2015.

9. Segment Analysis
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 and property development

(v) Investment holdings

(vi) Other segments

The segment information for the current period is as follows:

	Period ended 30 Sep 2015
	Stock and futures broking
	Building management and property investment
	Unit trust
	Money lending and property develop-ment
	Invest-ment holdings
	Others
	Total

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

	Revenue from external customers
	29,860
	 759
	0
	980
	1,156
	   0
	32,755

	
	
	
	
	
	
	
	

	Inter-segment revenue
	0
	1,016
	0
	0
	5,714
	0
	6,730

	
	
	
	
	
	
	
	

	Reportable segment profit/(loss)
	8,477
	786
	0
	4,204
	1,047
	(43)
	14,471

	
	
	
	
	
	
	
	

	Share of profit of an associate
	
	
	
	
	
	
	(94)

	
	
	
	
	
	
	
	14,377

	
	
	
	
	
	
	
	

	Total segment assets
	206,718
	37,288
	-
	60,495
	228,972
	1,723
	535,196

	Less: elimination
	
	
	
	
	
	
	(228,174)

	Group total
	
	
	
	
	
	
	307,022


	Period ended 30 Sep 2014
	Stock and futures broking
	Building management and property investment
	Unit trust
	Money lending and property develop-ment
	Invest-ment holdings
	Others
	Total

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

	Revenue from external customers
	41,607
	 691
	6,357
	12,252
	  27
	   0
	60,934

	
	
	
	
	
	
	
	

	Inter-segment revenue
	0
	1,016
	0
	0
	8,821
	0
	9,837

	
	
	
	
	
	
	
	

	Reportable segment profit/(loss)
	16,343
	679
	(229)
	6,452
	5,992
	  23
	29,260

	
	
	
	
	
	
	
	

	Total segment assets
	223,019
	37,801
	17,819
	57,210
	246,463
	1,769
	584,081

	Less: elimination
	
	
	
	
	
	
	(250,237)

	Group total
	
	
	
	
	
	
	333,844

	
	
	
	
	
	
	
	


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
The related party transaction during the period ended 30 September 2015:

	
	
	RM’000

	Rental income from an associate company
	
	88

	Fee and disbursement to a party related to a director of the Company
	
	73


The Group’s key management personnel compensation for the period ended 30 September 2015 is as follows:

	Type of compensation
	Directors and key management personnel

	
	RM’000

	Short-term employee benefits
	1,641

	Post-employment benefit
	192


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 30 September 2015 registered a lower pre-tax profit of RM14.38 million as compared to RM29.26 million in the corresponding period. The performance analysis (PBT) of various active segments is set out below:

	Stock and futures broking
	:
	Segment results decreased 48% to RM8.48 million as compared to RM16.34 million in the corresponding period due to decrease in the brokerage income on lower volume of securities transactions and lower margin interest income.

	
	
	

	Building management and property investment
	:
	Segment results increased 16% to RM786k from RM679k in the corresponding period due to higher rental income. 

	
	
	

	Unit trust
	:
	No comparable (LBT of RM510k in corresponding period) as it has become an associate.


	Money lending/property development
	:
	Segment results decreased 35% to RM4.20 million from RM6.45 million in the corresponding period due to decrease in money lending activities and property development income.




	Investment holding
	:
	Segment results decreased 82% to RM1.05 million from RM5.99 million in the corresponding period due to lower gain on disposal of investments of RM206k (2014: RM5.73 million).


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 higher pre-tax profit of RM6.50 million for the current quarter as compared to RM3.73 million in the preceding quarter due to write-back of impairment loss for loan receivables amounting to RM2.91 million.

17. Prospect

Malaysia's economy grew at 4.7% in the third quarter 2015, down from 4.9% in the 2nd quarter 2015. The economic growth for 2015 is anticipated to be lower as the Government revised the 2015 growth forecast to a range of 4.5% - 5.5% from previous range of 5% - 6% and the World Bank cut Malaysia’s GDP for 2015 to 4.7% from 4.9%. 

The Board anticipated that the stock market conditions would continue to be challenging for the Q4 2015 due to prolong adverse market sentiments on depreciation of Ringgit Malaysia, weak commodity prices and consumer sentiments. Nevertheless, the group is expected to remain profitable in the Q4 2015.

18. Profit Forecast or Profit Guarantee

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

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

	
	30-Sep-2015
	30-Sep-2015

	
	RM‘000
	RM‘000

	
	
	

	Current year tax expense
	1,193
	3,063 

	Previous years under/(over) provision
	(305)
	(509)

	Deferred tax 
	0
	0

	
	 888
	2,554


The effective tax rate for the financial period is lower than the statutory income tax rate due to certain incomes that are not subject to taxation and also utilization of unabsorbed business losses.

20. 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. 

21. 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


	2,227

	Total Profit/(Loss) on Disposal


	1,337


(b) Investments in quoted securities as at 30 September 2015 for the Group other than stockbroking subsidiary are as follow: -

	
	RM’000

	Total investments at cost


	174

	Total investments at carrying / book value 

 
	318

	Total investments at market value as at 30 September 2015


	318


22. 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.

23. Group Borrowings
The Group’s borrowings and debt securities as at 30 September 2015: -

	
	RM’000

	      Bank Overdraft


	6,995

	      Revolving Credit


	0

	     Total short term borrowings
	6,995

	     Long term bank loan


	0

	     Total group borrowings

     
	6,995


24. 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.

25. 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, except the following:

(i)
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 was claiming for RM6,253,689.10 for the return of monies paid to AEH on account of termination of the Sales & Purchase Agreement of Debts dated 22 May 2000.

The hearing was fixed on 3 March 2011. The judgment was in favour of Sanctuary Court Sdn Bhd for a refund of the sum of RM6,253,689 together with interest and costs of RM5,000. 

The legal counsel of AEH had advised that there was a good case for appeal. An appeal was filed by AEH on 21 March 2011 in the Court of Appeal and for a stay of execution. In the event that AEH lost the case, there would be an estimated additional impairment provision of approximately RM3 million (after mitigated by sales of properties pledged for the debts owing to AEH) to be included in the financial statement.

The hearing for the appeal was fixed on 16 April 2012. The appeal was allowed by the Court of Appeal and the case be remitted back to the High Court for hearing before another judge.

The trial was heard on 13 August 2013. The Judge allow the plantiff's claim and order that the defendant refund the sum of RM6,252,659.84 with interest at 5% per annum from the date of filing of this action until realization and with costs of RM10,000.00. AEH has instructed its solicitors, Skrine to file an appeal at the Court of Appeal against the said judgment.

AEH had subsequently on 26 December 2013 change its solicitors to Kumar Partnership.

The Court of Appeal had fixed 20 August 2014 for the hearing of appeal but was subsequently adjourned the appeal to 5 February 2015. 

The Court of Appeal had on 5 February 2015, allowed the appeal by a majority decision. The judgment of the High Court was reversed and Sanctuary Court was ordered to pay RM20,000.00 in costs and to return the deposit sums of RM6,606,405.43.  

The Plaintiff has filed a motion for leave to appeal to Federal Court and the case management has been fixed on 12 January 2016.
(ii) JF Apex Securities Berhad ("JFAS"), a wholly-owned subsidiary of the Company, had on 30 April 2014, received a Writ of Summon and Statement of Claim from Algorhythm for the infringement of their software copyright, namely M21 Software. The quantum of the claim is not specified. JFAS is defending the claim against Algorhythm.
The court had fixed trial dates from 20th-24th April 2015 but the case was subsequently withdrawn by the Court. 

Subsequently a writ of summon dated 28 April 2015 has been served by Algorhythm to proceed for the suit. The trial has been fixed from 21 – 25 March 2016.

26. Disclosure of Realised and Unrealised Profits or Losses

	
	30 Sep 2015
	31 Dec 2014

	
	RM’000
	RM’000

	Total retained profits:
	
	

	- Realised 
	65,923
	76,843

	- Unrealised
	(1,413)
	161

	
	64,510
	77,004


27. Profit before tax is arrived at after (charging)/crediting: 

	
	Current quarter

30 Sep 2015
	YTD

30 Sep 2015

	
	RM’000
	RM’000

	
	
	

	- Interest expenses
	(2)
	(12)

	- Depreciation
	(323)
	(970)

	- Gain/(loss) on marketable securities
	 929
	1,137

	- Change in fair value of marketable securities
	(1,487)
	(1,573)

	- Interest income
	3,278
	10,746

	- (Provision)/Write-back of impairment loss for receivables
	2,930
	3,038

	- Foreign exchange gain/(loss)
	  56
	98

	- Dividend income
	  25
	210

	- Gain on disposal of investment
	   0
	206

	- Gain on disposal of property, plant and equipment
	  52
	71


28. 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

	
	30-Sep-2015
	30-Sep-2014
	30-Sep-2015
	30-Sep-2014

	Net profit/(loss) attributable to equity holders of the parent (RM’000)
	

5,613
	8,009
	11,823
	24,226

	
	
	
	
	

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

	Less: treasury shares (‘000)
	(10,917)
	(10,915)
	(10,917)
	(10,915)

	Adjusted number of ordinary shares  (‘000)
	202,646
	202,648
	202,646
	202,648

	
	
	
	
	

	Basic earnings per share (Sen)
	2.77
	3.95
	5.83
	11.95


29. Dividends
No interim dividend has been declared during the period.

BY ORDER OF THE BOARD
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