KELADI MAJU BERHAD 

SELECTED EXPLANATORY NOTES

PART A : Explanatory notes pursuant to FRS 134
1.
Basis of Preparation
The unaudited interim financial report has been prepared in accordance with FRS 134 Interim Financial Reporting and Chapter 9 Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”).  
The unaudited interim financial statements should be read in conjunction with the audited financial statements for the financial year ended 31 January 2013.  The explanatory notes attached to the interim financial statements provided an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 January 2013. 

2. Accounting Policies
The accounting policies, method of computation and basis of consolidation applied in the unaudited condensed interim financial statements are consistent with those adopted in the audited financial statements for the year ended 31 January 2013 except for the adoption of the following new and revised Financial Reporting Standards (FRSs), Amendments to FRSs and Issue Committee Interpretations (“IC Interpretations”) as follows:
2.1 Adoption of FRSs, Amendments to FRSs and IC Interpretations
FRSs, Interpretations and amendments effective for annual periods beginning on or after 1 July 2012

· Amendments to FRS 101, Presentation of Financial Statements – Presentation of Items of Other Comprehensive Income
FRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2013

· FRS 10, Consolidated Financial Statements
· FRS 13, Fair Value Measurement

· FRS 127, Separate Financial Statements (2011)

· FRS 128, Investments in Associates and Joint Ventures (2011)

· Amendments to FRS 7, Financial Instruments: Disclosures – Offsetting Financial Assets and Financial Liabilities

· Amendments to FRS 1, First-time Adoption of Financial Reporting Standards (Annual Improvements 2009-2011 Cycle)

· Amendments to FRS 101, Presentation of Financial Statements (Annual Improvements
2009-2011 Cycle)

· Amendments to FRS 116, Property, Plant and Equipment (Annual Improvements 2009-2011 Cycle)

· Amendments to FRS 132, Financial Instruments: Presentation (Annual Improvements

2009-2011 Cycle)

· Amendments to FRS 134, Interim Financial Reporting (Annual Improvements 2009- 2011 Cycle)

· Amendments to FRS 10, Consolidated Financial Statements: Transition Guidance

· Amendments to FRS 11, Joint Arrangements: Transition Guidance

The adoptions of the above FRSs, Amendment to FRSs and IC Interpretations are not expected to have any significant impact on the financial statements of the Group.
2.2 Malaysian Financial Reporting Standards (“MFRS Framework”)
On 19 November 2011, the Malaysian Accounting Standards Boards (“MASB”) issued a new MASB approved accounting framework, the Malaysian Financial Reporting Standards (“MFRS Framework”).
The MFRS Frameworks to be applied by all Entities Other Than Private Entities for annual periods beginning on or after 1 January 2012, with the exception of entities that are within the scope of MFRS 141 Agriculture (MFRS 141) and IC Interpretation 15: Agreements for Construction of Real Estate (IC 15), including its parent, significant investor and venture (herein called ‘Transitioning Entities’).
On 4 July 2012, MASB has decided to allow Transitioning Entities to defer the adoption of the new MFRS Framework for an additional one year. MFRS Framework will therefore be mandated for all Transitioning Entities for annual periods beginning on or after 1 January 2014.
The Groups falls within the scope definition of Transitioning Entities and have opted to defer adoption of the new MFRS Framework. Accordingly, the Group will be required to prepare financial statements using the MFRS Framework in its first MFRS financial statements for the year ending 31 January 2015. In presenting its first MFRS financial statements, the Group will be required to restate the comparative financial statements to amounts reflecting the application of MFRS Framework. The majority of the adjustments required on transition will be made, retrospectively, against opening retained profits.
3. Audit Report Qualification and Status 
The financial statements of the Group for the year ended 31 January 2013 were not subject to any audit qualification.
4. Seasonal or Cyclical Factors
The Group’s business operations are not materially affected by seasonal or cyclical factors.
5. Unusual Items                                                                                        
There were no unusual items for the current financial period under review. 
6. Changes in Estimates 
There were no material changes in estimates in respect of amounts reported in prior interim periods of the prior financial year.
7. Debt & Equity Securities, Share Buy-Backs and Treasury Shares
There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities for the current financial period.

8. Dividend Paid 
The first and final dividend in respect of the financial year ended 31 January 2013 of 5% per ordinary share of RM0.10 each under single tier system amounting to RM3,791,550-00 was paid on 22 August 2013.

9. Segmental Information
(i) Business Segment
The Group’s activities comprise the following main business segments which are regularly reviewed by the entity’s chief operating decision maker in order to allocate resources to the segment and to assess its performance.:-
Property development:

Development of residential, commercial and other properties
Cultivation of oil palm:

Cultivation of oil palm and Sale of fresh fruit bunches (FFB)
Others:



Investment holding
	9 months ended 

31 October 2013
	Property Development
	Cultivation of Oil Palm
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	32,832
	1,875
	1,121
	35,828

	Segment Result
	17,779
	774
	1,121
	19,674

	Share of loss of an associate
	
	
	
	          (62) 

	Profit before taxation
	
	
	
	19,612

	Tax expense
	
	
	
	     (5,234) 



Net profit after tax                                                                                                         14,378
	
	
	
	
	

	Segment assets
	89,399
	18,689
	3,995
	112,083

	Investment in associates
	
	
	
	3,493

	Available-for-sale investments
	
	
	
	11,086

	Unallocated assets
	
	
	
	150,519

	Total assets
	
	
	
	277,181

	
	
	
	
	

	9 months ended 

31 October 2012
	Property Development
	Cultivation of Oil Palm
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	54,042
	2,813
	1,122
	57,977

	Segment Result
	18,927
	1,525
	31,627
	52,079

	Share of loss of an associate
	
	
	
	          (19) 

	Profit before taxation
	
	
	
	52,060

	Tax expense
	
	
	
	     (4,967) 

	Net profit after tax
	
	
	
	47,093

	
	
	
	
	

	Segment assets
	108,051
	18,565
	3,958
	130,574

	Investment in associates
	
	
	
	3,607

	Available-for-sale investments
	
	
	
	11,086

	Unallocated assets
	
	
	
	117,491

	Total assets
	
	
	
	262,758


(ii) Geographical Segment

Not applicable as the Group and the Company activities are conducted in Malaysia only.

10. Valuation of Property, Plant and Equipment

There were no valuation of property, plant and equipment carried out during the current financial period.

11.
Material Subsequent Event
There were no material events subsequent to the current quarter ended 31 October 2013.
12.
Changes in the Composition of the Group
There were no changes in the composition of the Group during the current financial period under review. 
13. Contingent Liabilities

There were no changes in contingent liabilities since the last annual balance sheet date.

Part B : Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of BMSB
1. Performance Review
For the nine months ended 31 October 2013, the Group reported revenue of RM35.828 million and profit before tax (“PBT”) of RM19.612 million. This represents a decline of 38% and 62% respectively, compared to revenue of RM57.977 million and PBT of RM52.060 million recorded in the preceding year’s corresponding period. 
The performance of the various operating segments were as follows:-

a) Property Development

The Division registered a lower revenue of RM32.832 million, a decrease of 39% as compared with RM54.042 million in the preceding year corresponding period. Accordingly the PBT has also reduced to RM17.780 million, a decline of 6% as compared with RM18.927 million recorded in the preceding year corresponding period. Certain project phases were completed in the preceding year corresponding period, resulting in less revenue and profit recognised for the current period under review.
b) Cultivation of oil palm
The Division posted a decrease in revenue of 33% to RM1.875 million for the current period as compared with RM2.813 million in the preceding year corresponding period. Decrease in revenue was mainly due to a drop in production of fresh fruit bunches (FFB). This is because 503 acres of old palm trees were felled for replanting in Keladi Land and 65 acres of Keladi Kulim’s land has been cleared for the development of a new project, namely Taman Desa Cinta Sayang.
The Division registered a lower PBT of RM0.774 million, down by 49% as compared with RM1.525 million in the preceding year corresponding period. The fall in the profit before tax was mainly due to significant drop in FFB production, lower FFB prices and higher estate expenditures incurred for replanting activity.
c) Investment Holding
The revenue for investment holding division was RM1.121 million a marginally 0.09% lower than the preceding year’s corresponding period revenue of RM1.122 million. The PBT was RM1.120 million, a drop of RM30.5 million from RM31.627 million achieved in the previous year’s corresponding period. The decrease in PBT was mainly due to the fair value gain on re-measurement of an associate( under liquidation) to other investment held by its subsidiary company, Keladi Land Sdn Bhd in the preceding year corresponding period.
2. Material Changes in Profit Before Tax for Quarter Reported on As Compared To The Immediate Preceding Quarter
The profit before tax for the quarter reported on was RM4.631 million, a decline of 49% compared to RM9.080 million achieved in the preceding quarter ended 31 July 2013. The decrease in the profit before tax was mainly due to lower progress billings in the current quarter.  Several phases were completed in the immediate preceding quarter which contributed to the higher second quarter performance.
3. Commentary on Prospects
The Group is mindful of the recent cooling measures introduced in the latest Budget and Bank Negara Malaysia’s new guidelines to curb speculation in the property market. While the Group is concerned with the short term implication, the cooling measures would help to ensure a stronger and sustainable property market going forward.  Nevertheless, the Group believes that demand for affordable housing will remain strong. Based on our Group’s reputation as a reliable developer and our strategy of focusing on the development of affordable range of residential properties, our Board is confident that the prospects of the Group will remain stable.
4. Variance of Actual Profit from Forecast Profit

There was no profit forecast given for the financial period ended 31 October 2013.
5.
Taxation
Tax charged for the financial period ended 31 October 2013 comprised the following:-
	Quarter Ended
	9-months Cumulative

	31.10.2013
	31.10.2012
	31.10.2013
	31.10.2012

	
	RM’000
	RM’000
	RM’000
	RM’000

	Major components of tax expenses:
	
	
	
	

	
	
	
	
	

	Current tax expense
	
	
	
	

	- Current year
	1,224
	1,092
	5,234  
	4,967    


There is no significant different between the Group effective tax rate and the statutory tax rate of 25% for the current quarter and 9 months cumulative period ended 31 October 2013.

 

For the quarter and 9 months cumulative period ended 31 October 2012, the Group effective tax rate was lower than the statutory tax rate due to fair value gain on investments which were not subject to income tax.

 

The above tax figures are based on best estimates and internal assessment.

6.
Status of Corporate Proposals
There was no corporate proposal that has been announced as at the date of this announcement.

7.
Group Borrowings and Debt Securities
As at 31 October 2013, the Group does not have any borrowings and debt securities. 
8.
Realised and Unrealised Profits/Losses


Total retained profits of the Group comprised the following:-
	                        As At

	
	RM’000
	RM’000

	
	31.10.2013
	31.01.2013

	Total retained earnings of the Company and
	
	

	its subsidiaries
	
	

	· realised
	    164,489
	    154,555

	· unrealised
	         6,609 
	           6,609 

	Total retained earnings as per consolidated accounts
	171,098
	161,164


9.
Material Litigation
There were no material litigations, which would have a material adverse effect on the financial results for the current financial period under review. 
10. Proposed Dividend

No interim dividend was proposed during the current financial quarter under review. 
11. Earnings per share attributable to owners of the Company
The basic earnings per share has been calculated by dividing the Group’s net profit attributable to owners of the Company for the period by the weighted average number of ordinary shares in issue during the period.
	Quarter Ended
	9-months Cumulative

	
	31.10.2013
	31.10.2012
	31.10.2013
	31.10.2012

	
	RM’000
	RM’000
	RM’000
	RM’000

	Net profit attributable to owners  of the Company
	3,253
	35,329
	13,726
	46,510

	
	
	
	
	

	Weighted average number of ordinary shares in issued
	758,310
	758,310
	758,310
	758,310

	
	
	
	
	

	Basic earnings per share (sen)
	0.43
	4.66
	1.81
	6.13

	
	
	
	
	


12. Notes to the Comprehensive Income Statement
	
	
	Quarter    Ended
	9-months Cumulative

	
	
	31.10.2013
	31.10.2013

	
	
	RM’000
	RM’000

	a)
	Interest income
	1,364
	2,551

	b)
	Other income
	61 
	174

	c)
	Depreciation and amortization
	88
	267


Other than the above, the items listed under Appendix 9B Note 16 of the Listing Requirements of Bursa Malaysia Securities Berhad are not applicable.
Page 1 of 6
3
Page 6 of 6

