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 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 2017.  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 2017. 

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 2017 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 2017 :
· Amendments to FRS 12, Disclosure of Interests in Other Entities (Annual Improvements to FRS Standards 2014-2016 Cycle)
· Amendments to FRS 107, Statement of Cash Flows – Disclosure Initiative
· Amendments to FRS 112, Incomes Taxes – Recognition of Deferred Tax Assets for Unrealised Losses
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”)

The Group fall within the scope of MFRS 141 “Agriculture” and IC Interpretation 15 “Agreements for Construction of Real Estate” are defined as Transitioning Entities and permitted to defer the adoption of the new MFRS Framework to annual periods beginning on 1 February 2018.
3. Audit Report Qualification and Status 
The financial statements of the Group for the financial year ended 31 January 2017 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 of amounts reported in prior financial year that have a material effect for the current financial period under review.
7. Debt & Equity Securities, Share Buy-Backs and Treasury Shares
On 21 April 2017, the Company issued 1,516,620,000 new ordinary shares at RM0.10 each pursuant to the Rights Issue exercise.  The new shares ranked pari passu in all respects with the existing ordinary shares of the Company.

Save for the above, there were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities during the financial period under review.

8. Dividend Paid 
A first interim ordinary dividend in respect of the financial year ended 31 January 2017 of 0.30 sen per ordinary share totaling RM2,274,930 declared on 27 February 2017 was paid on 31 March 2017.
9. Segmental Information
(i) Business Segments
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)
Investment holding:

Operations related to investment holdings
	6 months ended 

31 July 2017

	Property Development
	Cultivation of Oil Palm
	Investment
Holding
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	38,119
	1,113
	556
	39,788

	
	
	
	
	

	Segment Result
	
	
	
	

	Operating profit before tax
	12,355
	648
	556
	13,559

	Share of results of an associate
	
	
	
	25

	Profit before interest and tax
	
	
	
	13,584

	Finance income
	
	
	
	883

	Finance costs
	
	
	
	-

	Profit before tax
	
	
	
	14,467

	Tax expense
	
	
	
	(5,440)

	Profit after tax
	
	
	
	9,027

	
	
	
	
	

	Segment assets
	628,952
	9,940
	3,561
	642,453

	Investment in associates
	
	
	
	-

	Total assets
	
	
	
	642,453


9. Segmental Information (cont’d)

	6 months ended 

31 July 2016
	Property Development
	Cultivation of Oil Palm
	Investment Holding
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	36,563
	2,270
	597
	39,430

	
	
	
	
	

	Segment Result
	
	
	
	

	Operating profit before tax
	12,977
	1,397
	597
	14,971

	Share of results of an associate
	
	
	
	(57)

	Profit before interest and tax
	
	
	
	14,914

	Finance income
	
	
	
	481

	Finance costs
	
	
	
	-

	Profit before tax
	
	
	
	15,395

	Tax expense
	
	
	
	(4,116)

	Profit after tax
	
	
	
	11,279

	
	
	
	
	

	Segment assets
	434,759
	9,925
	3,646
	448,330

	Investment in associates
	
	
	
	3,300

	Total assets
	
	
	
	451,630


10. Valuation of Property, Plant and Equipment

There was no valuation of property, plant and equipment carried out during the current financial period ended 31 July 2017.
11.
Material Subsequent Event
There were no material events subsequent to the financial period ended 31 July 2017.
12. Changes in the Composition of the Group

a) On 30 May 2017, the Company acquired 100 ordinary shares in Keladi Asset Sdn. Bhd. (“KASB”), representing 100% equity interest in KASB for a total cash consideration of RM100.  Following the acquisition, KASB has become a wholly-owned subsidiary of the Company.  Subsequently, KASB changed its name to “JKG Management Services Sdn Bhd” with effect from 1 June 2017.

b) On 2 June 2017, the Company acquired 400,000 ordinary shares in Citra Canggih Sdn. Bhd. (“CCSB”), representing 40% equity interest in CCSB for a total cash consideration of RM6,000,000.  Following the acquisition, CCSB has become a wholly-owned subsidiary of the Company.
c) On 12 July 2017, the Group (“JKG”) has completed the acquisition of 2,000,000 ordinary shares of Inno Alliance Sdn Bhd (“IASB”), representing the remaining 50% of the equity interest in IASB for a total cash consideration of RM11,000,100.  Following the acquisition, IASB has become a wholly-owned subsidiary of the Group and ceased to be an associate company.  
13. Contingent Liabilities

There were no material contingent liabilities for the Group as at 31 July 2017.
14. Capital Commitments

There were no capital commitments as at 31 July 2017.
15. Related Party Transaction

A wholly owned subsidiary of the Company had on 29 June 2017 and 28 July 2017 entered into separate Sales and Purchase Agreements (“SPA”) amounted to RM2,991,300 with shareholders and/or directors of the Company and person connected to them (“Related Parties”) for the sales of service apartments from its property development project known as The ERA @ Duta North (Kuala Lumpur).  The sales consideration for the property is based on standard terms and pricing applicable to the general public which is on normal commercial terms and subject to the Group’s employee discount policy for employees and directors of the Group, if any.
Part B : Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of BMSB
1. Performance Review
In the current quarter, the Group posted a revenue of RM10.208 million and pre-tax profit of RM1.755 million.  This represented 140.7% improvement as compared to the revenue of RM4.241 million and loss of RM7,000 recorded in the corresponding quarter of the preceding year, mainly contributed by the Group’s Property Development segment.

For the current year to-date, the Group achieved a revenue of RM39.788 million and pre-tax profit of RM14.467 million, an increase of 0.9% over the revenue of RM39.430 million and decrease of 6.0% over the pre-tax profit of RM15.395 million recorded in the corresponding period of the preceding year.  This is mainly due to the improved earnings from the Group’s Property Development segment.
The performance of the various operating segments were as follows :-

	
	Quarter ended 31 July
	6-months ended 31 July 

	
	2017
	2016
	%
	2017
	2016
	%

	
	RM’000
	RM’000
	+/(-)
	RM’000
	RM’000
	+/(-)

	Segment Revenue
	
	
	
	
	
	

	Property Development
	9,510
	2,896
	228.4
	38,119
	36,563
	4.3

	Cultivation of Oil Palm
	417
	1,068
	(61.0)
	1,113
	2,270
	(51.0)

	Investment Holding
	281
	277
	1.4
	556
	597
	(6.9)

	Total 
	10,208
	4,241
	140.7
	39,788
	39,430
	0.9

	Segment Results
	
	
	
	
	
	

	Property Development
	723
	(1,080)
	166.9
	12,355
	12,977
	(4.8)

	Cultivation of Oil Palm
	179
	633
	(71.7)
	648
	1,397
	(53.6)

	Investment Holding
	281
	277
	1.4
	556
	597
	(6.9)

	Total operating profit/(loss)

	1,183
	(170)
	795.9
	13,559
	14,971
	(9.4)

	Share of results of an associate
	25
	(57)
	
	25
	(57)
	

	Profit/(Loss) before interest and tax
	1,208
	(227)
	632.2
	13,584
	14,914
	(8.9)

	Finance income
	547
	220
	
	883
	481
	

	Finance costs
	-
	-
	
	-
	-
	

	Profit/(Loss) before tax


	1,755
	(7)
	25,171.4
	14,467
	15,395
	(6.0)

	Tax expense
	(1,318)
	(221)
	
	(5,440)
	(4,116)
	

	Profit after tax 


	437
	(228)
	291.7
	9,027
	11,279
	(20.0)

	Non-controlling interests 
	(232)
	(7)
	
	(744)
	(419)
	

	Profit/(Loss) attributable to owners of the Company
	205
	(235)
	187.2
	8,283
	10,860
	(23.7)


1. Performance Review (cont’d)
a) Property Development 
	
	Quarter ended 31 July
	6-months ended 31 July

	
	2017
	2016
	%
	2017
	2016
	%

	
	RM’000
	RM’000
	+/(-)
	RM’000
	RM’000
	+/(-)

	Revenue
	9,510
	2,896
	228.4
	38,119
	36,563
	4.3

	Cost of sales
	(4,528)
	(2,108)
	
	(16,290)
	(19,795)
	

	Gross profit
	4,982
	788
	
	21,829
	16,768
	

	Selling and marketing expenses
	(1,011)
	-
	
	(2,057)
	-
	

	Administrative expenses
	(3,972)
	(2,781)
	
	(8,491)
	(5,724)
	

	Other operating income
	724
	913
	
	1,074
	1,933
	

	Operating profit/(loss)
	723
	(1,080)
	166.9
	12,355
	12,977
	(4.8)


For the current quarter and financial period, the segment posted a revenue of RM9.510 million and RM38.119 million as compared to RM2.896 million and RM36.563 million, an increase of 228.4% and 4.3% respectively over the preceding year’s corresponding quarter and financial period.  The higher revenue for the current quarter and financial period were mainly due to the revenue recognition arising from its (i) Phase 4F, a build-then-sell project for affordable houses in Taman Lagenda, and (ii) progress billings from the on-going projects from Phase 1A and 1B of Taman Puteri, Padang Serai.  In the preceding year’s corresponding quarter and financial period, the Group recognized most of the revenue from its build-then-sell scheme, namely Phase 4E of Taman Lagenda in the first quarter, which resulted lower revenue recognized in the second quarter.
In the current quarter and financial period, the segment recorded an operating profit of RM0.723 million and RM12.355 million as compared to an operating loss of RM1.08 million and operating profit of RM12.977 million, an increase of 166.9% and decrease of 4.8% respectively over the preceding year’s corresponding quarter and financial period.  However, the effect of the above was partly reduced by the selling and marketing expenses incurred by the flagship project, The ERA in Kuala Lumpur for the current quarter and financial period.
b) Cultivation of oil palm

Revenue for the current quarter and year to-date decreased by 61% and 51% respectively over the preceding year’s corresponding period. The pre-tax profit for the current quarter and year to-date was reported at RM179,000 and RM648,000, a decline by 71.7% and 53.6% respectively as compared to the preceding year’s corresponding period.  The significant drop was mainly due to the recognition of revenue and operating result were from the only estate in Padang Serai as compared to two estates from Padang Serai and Padang Cina in the preceding corresponding period.  The operating result from the estate in Padang Cina was reclassified to the “Other Income of the Property Development Segment” due to the estate land in Padang Cina has been approved for development.  Besides the decrease in mature planted acreage, the Gross Fresh Fruit Bunch (FFB) production from the estate in Padang Serai declined by 18% for the quarter and 19% year to-date respectively mainly affected by labour shortages and adverse weather despite the average crude palm oil (CPO) price has risen by 8% for the quarter and 12% for the year to-date over the respective preceding year’s corresponding period.
1. Performance Review (cont’d)

c) Investment Holding

The revenue and operating profit from the investment holding segment comprised mainly rental income for the Company.  The revenue and operating profit, both registered a marginal increase of 1.4% in the current quarter and a decrease by 6.9% in the current financial period as compared to the preceding year’s corresponding period.  The level of activity remained the same compared to the preceding year’s corresponding period.
2. Material Changes in Profit Before Tax for Quarter Reported On as Compared to the Immediate Preceding Quarter
The Group’s pre-tax profit posted an operating profit of RM1.755 million in the current quarter, decreased by RM10.956 million (or 86%) compared to RM12.711 million in the immediate preceding quarter.  The lower PBT was mainly from the property development segment.
	
	Quarter Ended

	
	31-07-2017
	30-04-2017
	%

	
	RM’000
	RM’000
	+/(-)

	Segment Revenue
	
	
	

	Property Development
	9,510
	28,609
	(66.8)

	Cultivation of Oil Palm
	417
	696
	(40.1)

	Investment Holding
	281
	275
	2.2

	Total 
	10,208
	29,580
	(65.5)

	Segment Results
	
	
	

	Property Development
	723
	11,631
	(93.8)

	Cultivation of Oil Palm
	179
	470
	(61.9)

	Investment Holding
	281
	275
	2.2

	Total operating profit
	1,183
	12,376
	(90.4)

	Share of results of an associate
	25
	(1)
	

	Profit before interest and tax
	1,208
	12,375
	(90.2)

	Finance income
	547
	336
	62.8

	Finance costs
	-
	-
	

	Profit before tax
	1,755
	12,711
	(86.2)

	Tax expense
	(1,318)
	(4,122)
	

	Profit after tax
	437
	8,589
	(94.9)

	Non-controlling interests
	(232)
	(511)
	

	Profit attributable to owners of the Company
	205
	8,078
	(97.5)


Property Development Segment
	
	Quarter Ended

	
	31-07-2017
	30-04-2017
	%

	
	RM’000
	RM’000
	+/(-)

	Revenue
	9,510
	28,609
	(66.8)

	Cost of sales
	(4,528)
	(11,763)
	

	Gross profit
	4,982
	16,846
	

	Selling and marketing expenses
	(1,011)
	(1,046)
	

	Administrative expenses
	(3,972)
	(4,519)
	

	Other operating income
	724
	350
	

	Operating profit
	723
	11,631
	(93.8)

	 
	
	
	


2. Material Changes in Profit Before Tax for Quarter Reported On as Compared to the Immediate Preceding Quarter (cont’d.)
The property development segment posted a lower operating profit for the current quarter was mainly 

due to lower sales (or 16%) from its build-then-sell affordable residential project in Phase 4F of Taman Lagenda as compared to higher sales (or 68%) reported in the immediate preceding quarter.  

3. Commentary on Prospects 
The local property market is expected to remain challenging in the coming subsequent period of financial year ending 31 January 2018 as weak consumer sentiment persists due to weaker economic prospects, continued stringent mortgage approval and incoming supply of new launches from competitors.  Though the property market may see a slowdown in activities, the Group is confident that its impact will be manageable as market fundamentals remain resilient.  The Group will remain steadfast to grow its business in view of the strategic locations of its properties and the brand premium that it has established.  Despite the challenging business environment, the Group expects a positive performance for FY18 from its existing on-going project in Taman Puteri, its build-then-sell projects in Phase 4F of Taman Lagenda and Phase 1C of Taman Desa Cinta Sayang and Phase I of The ERA which have seen encouraging response.
4. Variance of Actual Profit from Forecast Profit
There was no profit forecast given for the current financial period ended 31 July 2017.
5.
Taxation
Tax charged for the current quarter and financial period ended 31 July 2017 comprised the followings:-
	Quarter

Ended
	6-months

Cumulative

	31-07-2017
	31-07-2017

	
	RM’000
	RM’000

	In respect of the current quarter/ year to-date
	
	

	Malaysian income tax
	1,318 
	5,440


For the 6 months cumulative period and current quarter ended 31 July 2017, the effective tax rate of the group is higher than the statutory tax rate mainly due to some non-deductible expenses and also losses in certain subsidiaries are not available to set off against taxable profits in other subsidiaries within the Group. 

The above tax figures are based on best estimates and internal assessment.
6.
Status of Corporate Proposals


As at 31 July 2017, there were no outstanding corporate proposals.

7.
Status of Utilisation of Right Issue Proceeds
	Utilisation of proceeds raised from the Rights Issue as at 31 July 2017 are as follows :
Proceeds totaling RM151.662 million were raised under the Rights Issue which was completed on 21 April 2017.  The status of the utilization is set out below :
Purpose

Proposed utilisation

RM’mil

Actual utilization

RM’mil

Balance unutilised

RM’mil

Intended timeframe / Estimated due date for utilization from completion date

Finance property development projects and expansion plan

115.0

(21.8)

93.2

Within 48 months / by 20 April 2021

Repayment of short term bank borrowings

25.0

(25.0)

-
Within 12 months / by 20 April 2018

Working capital 

10.7

(3.9)

6.8

Within 18 months / by 20 October 2018

Defray estimated expenses relating to the Rights Issue

1.0

(0.5)

0.5

Within 3 months / by 20 July 2017

Total

151.7

(51.2)

100.5




8.
Group Borrowings and Debt Securities
The Group’s borrowings as at the end of the current financial period under review are as follows :
	
	As at 31-07-2017

	
	Long term
	Short term
	Total

	
	RM’000
	RM’000
	RM’000

	Secured
	
	
	

	Term loan
	151,670
	13,750
	165,420

	Short term revolving credit
	-
	-
	-

	Total
	151,670
	13,750
	165,420


9.
Realised and Unrealised Profits/Losses


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

	
	31-07-2017
	31-1-2017

	
	RM’000
	RM’000

	Total retained earnings of the Company and its subsidiaries
	
	

	· realised
	218,015
	    211,302

	· unrealised
	3,992
	        3,860 

	
	222,007
	215,162

	Total share of retained earnings of an associate 
	
	

	· realised
	-
	1,345

	
	222,007
	216,507

	Add : Consolidation adjustments
	7,114
	3,495

	Total retained earnings as per consolidated accounts
	229,121
	220,002


10.
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.
11. Proposed Dividend

No interim dividend was proposed during the current financial period under review.
12. 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
	6-months Cumulative

	
	31-07-2017
	31-07-2016
	31-07-2017
	31-07-2016

	
	
	
	
	

	Net profit/(loss) attributable to owners of the Company (RM’000)
	205
	(235)
	8,283
	10,860

	
	
	
	
	

	Number of ordinary shares at beginning of the period (‘000)


	758,310
	758,310
	758,310
	758,310

	Effects of shares issued pursuant to Rights Issue (‘000)

	398,008
	-
	854,670
	-

	Weighted average number of ordinary shares in issued (’000)
	1,156,318
	758,310
	1,612,980
	758,310

	
	
	
	
	

	Basic earnings/(loss) per share (sen)
	0.02
	(0.03)
	0.51
	1.43



There is no diluted earnings per share as the Company does not have any convertible financial 


instruments as at the end of the financial period ended 31 July 2017.

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

	
	
	31-07-2017
	
	31-07-2017

	
	
	RM’000
	
	RM’000 

	a)
	Interest income
	547
	
	883

	b)
	Other income
	724
	
	1,074

	c)
	Interest expense
	-
	
	-

	d)
	Depreciation and amortization
	665
	
	1,316

	e)
	Provision for and write off of receivables
	-
	
	-

	f)
	Provision for and write off of inventories
	-
	
	-

	g)
	Gain/(Loss) on disposal of quoted and unquoted investments or properties
	-
	
	-

	h)
	Fair value gain/ (loss) on short term investment 
	7
	
	7

	i)
	Impairment of assets
	-
	
	-

	j)
	Foreign exchange gain / (loss) 
	-
	
	-

	k)
	Gain / (Loss) on derivatives 
	NA
	
	NA

	l)
	Exceptional items 
	NA
	
	NA
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