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 2014.  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 2014. 
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 2014 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 January 2014
· Amendments to FRS 10, Consolidated Financial Statements: Investment Entities

· Amendments to FRS 12, Disclosure of Interests in Other Entities: Investment Entities

· Amendments to FRS 127, Separate Financial Statements (2011): Investment Entities

· Amendments to FRS 132, Financial Instruments: Presentation – Offsetting Financial Assets and Financial Liabilities

· Amendments to FRS 136, Impairment of Assets – Recoverable Amount Disclosures for Non-Financial Assets

· Amendments to FRS 139, Financial Instruments: Recognition and Measurement – Novation of Derivatives and Continuation of Hedge Accounting

· IC Interpretation 21, Levies
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”)

Based on the Malaysian Accounting Standards Board (“MASB”) announcement on 2 September 2014, the amendments to MFRS 116 and MFRS 141 “Agriculture : Bearer Plants” and the adoption of MFRS 15 “Revenue from Contracts with Customers” will be mandatory for annual periods beginning on or after 1 January 2016 and 1 January 2017 respectively.  MASB allows those entities involved in both industries to adopt the new MFRS Framework latest by annual period beginning on or after 1 January 2017 to avoid confusing users with financial statements prepared using different framework for the year 2016.  Keladi Harta Sdn Bhd and Keladi Land Sdn Bhd , which are within the scope of MFRS 141 “Agriculture” and IC Interpretation 15 “Agreements for Construction of Real Estate”, and the Company as their holding company hereinafter defined as Transitioning Entities are permitted to defer the adoption of the new MFRS Framework to annual periods beginning on 1 February 2017.
3. Audit Report Qualification and Status 
The financial statements of the Group for the year ended 31 January 2014 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 2014 of 5% per ordinary share of RM0.10 each under single tier system amounting to RM3,791,550-00 was paid on 26 August 2014.
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
	12 months ended 

31 January 2015

	Property Development
	Cultivation of Oil Palm
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	49,079
	2,050
	1,422
	52,552

	Segment Result
	22,581
	731
	1,422
	24,734

	Share of loss of an associate
	
	
	
	          (74) 

	Profit before taxation
	
	
	
	24,660

	Tax expense
	
	
	
	     (5,502) 

	Net profit after tax
	
	
	
	19,158

	
	
	
	
	

	Segment assets
	119,014
	18,192
	3,813
	141,019

	Investment in associates
	
	
	
	3,412

	Available-for-sale investments
	
	
	
	11,086

	Unallocated assets
	
	
	
	136,145

	Total assets
	
	
	
	291,662

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


9. Segmental Information (cont’d.)
	12 months ended 

31 January 2014
	Property Development
	Cultivation of Oil Palm
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	54,848
	2,502
	1,500
	58,850

	Segment Result
	28,209
	994
	1,499
	30,702

	Share of loss of an associate
	
	
	
	          (68) 

	Profit before taxation
	
	
	
	30,634

	Tax expense
	
	
	
	     (8,168) 

	Net profit after tax
	
	
	
	22,466

	
	
	
	
	

	Segment assets
	95,358
	18,679
	3,889
	117,926

	Investment in associates
	
	
	
	3,487

	Available-for-sale investments
	
	
	
	11,086

	Unallocated assets
	
	
	
	147,770

	Total assets
	
	
	
	280,269


(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 January 2015.
12.
Changes in the Composition of the Group
On 15 January 2015, the Company’s subsidiary, Keladi Harta Sdn Bhd (“KHSB”) has incorporated a new subsidiary company namely Keladi Asset Sdn Bhd (“KASB”) under the Companies Act, 1965 by subscribing for 99 ordinary shares of RM1.00 each in KASB representing 99% of the total issued and paid up share capital of KASB.  KASB is a private limited company having an authorized share capital of RM400,000-00 comprising of 400,000 ordinary shares of RM1.00 each and its issued and paid up share capital is RM100.00 comprising 100 ordinary shares of RM1.00 each.  Subsequently on 4 February 2015, KHSB acquired additional 1 ordinary share of RM1.00 each in KASB representing 100% of the total issued and paid share capital of KASB.  The intended principal activity of KASB is property investment.
The above incorporation of new subsidiary is not expected to have any material effect on the earnings per share, gearing and net assets of the Company for the financial year ended 31 January 2015.

13. Contingent Liabilities

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

There were no capital commitments as at 31 January 2015.
Part B : Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of BMSB
1. Performance Review
For the financial year ended 31 January 2015, the Group reported revenue of RM52.552 million and profit before tax (“PBT”) of RM24.660 million. This represents a decline of 11% and 19% respectively, compared to revenue of RM58.850 million and PBT of RM30.634 million recorded in the preceding year’s corresponding period. Decrease in revenue and PBT was mainly due to the lower income recognition from property development.
The performance of the various operating segments were as follows:-

a) Property Development

The Division registered a lower revenue of RM49.079 million, a decrease of 11% as compared with RM54.848 million in the preceding year.  Accordingly the PBT has also reduced to RM22.581 million, a decline of 20% as compared with RM28.209  million recorded in the preceding year. The lower contributions of revenue and PBT were mainly due to lesser sales activities and construction progress billings achieved, only three phases namely Phase 4C2, Phase 7A and Phase 7B of Taman Lagenda were completed during the current period under review.
b) Cultivation of oil palm

The Division posted a drop in revenue of 18% to RM2.050 million for the current year as compared with RM2.502 million in the preceding year, while PBT decreased by 26% to RM0.731 million as compared with RM0.994 million for the same comparable period. The decrease in the revenue and PBT was mainly due to decrease in production of FFB.
c) Investment Holding
The revenue and PBT for investment holding division was RM1.422 million which was 5% lower than the preceding year’s revenue of RM1.500 million. The decrease was mainly due to moving out of two tenants from Wisma Keladi.
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 RM8.363 million, an increase of 69% compared to RM4.948 million achieved in the preceding quarter ended 31 October 2014.  The higher profit before tax recorded in the current quarter was mainly due to higher level of construction work carried out during the current quarter for on going projects, namely Phase 1A and Phase 1S of Taman Desa Cinta Sayang.
3. Commentary on Prospects
The year 2015 will be a very challenging and difficult year for Malaysia, Recent depreciation in value of Ringgit due to slump in crude oil price, had heightened anxiety and dampened confidence in most industries amid a very cautious consumer spending pattern.  In addition, the planned introduction of the Goods & Services Tax (GST) in April 2015 is expected to affect adversely on the future sales in the year ahead.
Nevertheless, all the Group’s projects which are in progress at Taman Lagenda and Taman Desa Cinta Sayang  are expected to contribute positively to the earnings of the Group for the next financial year. The Group shall continue to embark on development of quality and affordable and sellable properties from its existing development land banks. With diligent development planning together with the steady smooth implementation, the prospects of the Group remains bright.
4. Variance of Actual Profit from Forecast Profit

There was no profit forecast given for the financial period ended 31 January 2015.
5.
Taxation
Tax charged for the financial period ended 31 January 2015 comprised the following:-
	Quarter

Ended
	12-months

Cumulative

	31.01.2015
	31.01.2015

	
	RM’000
	RM’000

	In respect of the current quarter/ year to date
	
	

	-Malaysian income tax
	2,566
	6,664  

	-Deferred tax asset
	(1,162)
	(1,162)

	
	1,404
	5,502


For the quarter and 12 months cumulative period ended 31 January 2015, the effective tax rate of the Group is higher than the statutory tax rate of 25% mainly due to non-allowable tax expenses. 
6.
Status of Corporate Proposals
The Company has on 2 July 2014, announced the execution of a conditional sale and purchase agreement by the Company with Goh Ban Huat Berhad (“GBH”) and GBH Land Sdn Bhd (“GBH Land”) to acquire nine (9) parcels of land comprising six (6) parcels of freehold land held under Geran 362 Lot 2984, Geran Mukim 1143 Lot 2983, Geran Mukim 1323 Lot 4397, Geran Mukim 1592 Lot 3680, Geran Mukim 1599 Lot 1470 and Geran 7538 Lot 38755 from GBH Land and three (3) parcels of leasehold land held under Pajakan Mukim 943 Lot 46261, Pajakan Mukim 944 Lot 46260 and Pajakan Mukim 945 Lot 46262 from GBH, together with buildings erected thereon, all located in Mukim of Batu, District of Kuala Lumpur, Wilayah Persekutuan for a total cash consideration of RM192,369,465.00.
The Proposed Acquisition of Land was approved by the Company’s shareholders at the extraordinary general meeting  held on 9 October 2014.
On 31 December 2014, GBH, GBH Land and the Company , being parties to the SPA have mutually agreed to extend the completion date of the SPA from 7 January 2015 to 6 July 2015.

6. Status of Corporate Proposals (cont’d.)
On 12 February 2015, the Company has nominated JKG Central Park Sdn Bhd (“JKG”), a wholly owned subsidiary of the Company, as the transferee and registered owner of the said Properties.  Accordingly upon completion of the SPA, JKG will enter into a Tenancy Agreement with GBH for the Tenancy. Pursuant thereto, the Wilayah Persekutuan State Authority (Pejabat Pengarah Tanah dan Galian Wilayah Persekutuan)’s approval for the transfer of the land held under title number PM943, Lot 46261 from GBH to JKG has also been obtained on 12 February 2015.
The SPA was completed on 30 March 2015.  JKG has entered into a Tenancy Agreement with GBH Ceramics Sdn Bhd, a wholly owned subsidiary of GBH on 30 March 2015 which became effective on the same day.
7.
Group Borrowings and Debt Securities
As at 31 January 2015, 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

	
	31.01.2015
	31.01.2014

	Total retained earnings of the Company and
	
	

	its subsidiaries
	
	

	· realised
	    191,191
	179,795

	· unrealised
	         7,835 
	           6,609 

	
	199,026
	186,404

	Total share of retained earnings of an associate 
	
	

	· realised
	1,412
	1,487

	
	200,438
	187,891

	Less : Consolidation adjustments
	(4,459)
	(6,645)

	Total retained earnings as per consolidated accounts
	195,979
	181,246


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.
In respect of the financial year ended 31 January 2015, the Board of Directors have recommended a first and final dividend of 2% per ordinary share of RM0.10 each under single tier system amounting to RM1,516,620-00.  The proposed dividend is subject to our shareholders’ approval at the forthcoming Twenty-Ninth Annual General Meeting. 
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
	12-months Cumulative

	
	31.01.2015
	31.01.2014
	31.01.2015
	31.01.2014

	
	RM’000
	RM’000
	RM’000
	RM’000

	Net profit attributable to owners  of the Company
	6,797
	7,730
	18,525
	21,456

	
	
	
	
	

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

	
	
	
	
	

	Basic earnings per share (sen)
	0.90
	1.02
	2.44
	2.83

	
	
	
	
	


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

	
	
	31.01.2015
	31.01.2015

	
	
	RM’000
	RM’000

	a)
	Interest income
	1,372
	4,186

	b)
	Other income
	560
	797

	c)
	Depreciation and amortization
	89
	347


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