HARN LEN CORPORATION BHD. (502606-H)

Interim Report for the 3rd Quarter ended 30 September 2003.

Part B: Additional Information Required By KLSE Listing Requirement.

B1
Review of performance
The Group commenced operations on 18 July 2003 after the completion of the takeover and listing status of Sportma Corporation Bhd. (“Sportma”) under a Corporate and Debt Restructuring Scheme (“Scheme”). The Group achieved a revenue of RM14.20 million and a loss before tax of RM18.26 million for the mainly quarter under review. The loss arose from the write off of investment of RM2.50 million in Sportma and a further write off of RM17.761 million of Novated debts from Sportma. An amount of RM2,178,148 being goodwill arising from consolidation was written off in the income statement.

B2
Variation of results against preceding quarter.

As the Group commenced operations from 18 July 2003, no comparative figures for the preceding quarter are available to be presented.

B3
Current year prospects

The Group is involved in the oil palm industry and property investment. Prospects in the oil palm industry is still good as Crude Palm Oil (CPO) prices are expected to sustain at current price level. Property rental will be sustained at current level.

B4
Profit forecast
The Group commenced operations from 18 July 2003.  Based on the unaudited result for the period from 18 July 2003 to 30 September 2003, the group made a consolidated profit before exceptional items of RM4.076 million compared to a forecast consolidated profit before exceptional item of RM6.666 million for the year ended 31 December 2003 (After full exercise of warrants and with full redemption of RCSLS (“Scenario 1”)) or a forecast consolidated profit before exceptional items of RM6.740 million for the year ended 31 December 2003 (After full exercise of warrants and with full conversion of RCSLS (“Scenario 2”)).

The consolidated loss after exceptional items and tax for the period to 30 September 2003 was RM21.180 million compared to a forecast consolidated loss after exceptional items and tax for the year to 31 December 2003 of RM16.327 million (Scenario 1) and a forecast consolidated loss after exceptional items and tax for the year ended 31 December 2003 of RM16.273 million (Scenario 2).

Exceptional items amounted to RM22.739 million compared to a forecast amount of RM20.287 million.  The difference was due to a write off Goodwill of RM2.178 million arising from consolidation.

There was a provision of tax of RM1.409 million for the period to 30 September 2003 compared to a provision of tax of RM2.706 million for the year ended 31 December 2003 (Scenario 1) and RM2.726 million for the year ended 31 December 2003 (Scenario 2).

There is a tax charge even though the Group incurred a loss due to restructuring expenses and write off are not tax deductible.

Based on the results achieved for the period to 30 September 2003, the Group expects to achieve the profit as forecast for the year to 31 December 2003.

B5
Taxation

The taxation for the current quarter and year to date are as follows;










Financial year







Current quarter
to date







30 .9.2003

30.9.03
Current tax expense


RM 1,030,592

RM 1,030,592

Deferred tax expense.


RM    378,551

RM    378,551



Total

RM1,409,143

RM 1,409,143

The effective tax rate is higher than the statutory tax rate as certain expenses are disallowed.

A deferred tax of RM 2,438,000 has been provided in respect of the equity portion of the RM44,310,095 nominal amount of 1.5% five(5) year 2003/08 of Redeemable Convertible Secured Loan Stock (“RCSLS”) at 100% nominal value in Harn Len.

B6
Sale of unquoted investments or properties
There was no sale of unquoted investments or properties in the current quarter and financial year to date.

B7
Purchase or disposal of quoted securities
There was no purchase or disposal of quoted securities in the current quarter and financial year to date.

B8
Status of corporate proposals
On 2 October 2003, Hwang-DBS Securities Berhad on behalf of the Group announced to undertake the following proposals:

i) acquisition of the entire issued and paid up share capital of Desamawar Runding Sdn. Bhd. (“DRSB”), Pelita Pertama Sdn. Bhd. (“PPSB”) and Suen Tai (Sabah) Sdn. Bhd. (“STSB”) from LNH Enterprise Sdn. Bhd. (“LNHE”) for a cash consideration of RM27,579,462 as follows;

a) acquisition of the entire issued and paid up capital of DRSB for a cash consideration of RM4,569,701

b) acquisition of the entire issued and paid up capital of PPSB for a cash consideration of RM18,303,625

c) acquisition of the entire issued and paid up capital of STSB for a cash consideration of RM4,706,136

ii) acquisition of various estate equipment from Lian Hup Manufacturing Company Sdn. Bhd. for a cash consideration of RM755,000

iii) acquisition of various estate equipment from Syarikat Senang Oil Palm Estate Sdn. Bhd. for a cash consideration of RM660,000

iv) subscription by Harn Len of 16,024,010 new ordinary shares of RM1.00 per share in Masranti Plantation Sdn. Bhd. (“MPSB”) at an issue price of RM1.38 per share, representing 99.99% equity interest in MPSB after the proposed restructuring of MPSB, for a cash consideration of RM22,113,134 

v) appointment of Tropical Inn Sdn. Bhd. (“TISB”) by Harn Len as manager and operator of a hotel known as Tropical Inn for a nominal management fee of RM1/=.

(collectively referred to as the “Proposals”)

The Draft Circular to Shareholders in relation the Proposals have been submitted to the KLSE and the KLSE have given their first and second round of comments on 7th  and 28th November, 2003 respectively.  Further, the FIC gave their approval vide their letter dated 11 November 2003 which was announced on 17 November, 2003.

B9
Group borrowings


The borrowing by the Group as at 30 September 2003 was:



Hire Purchase Loan



With-in 12 months

RM100,005



More than 12 months

RM139,995



Total


RM240,000
B10
Off balance sheet financial instruments
During the financial year-to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.

B11
Material litigation

There is no pending material litigation as at date of this report.

B12
Dividend

The directors do not recommend any dividend in respect of the financial period ended 30 September 2003.

B13
Earnings per share  





    Current year quarter     Current year to date







             30/9/03
              30/9/03
Earning 




   RM


      RM


Net loss for the period

                         19,664,187
               19,772,334

a) Basic

Weighted average number of shares
            151,666,163
               51,468,086

b) Diluted

Weighted average number of shares
151,666,163

  51,468,086

Effects of RCSLS/warrants conversion
118,620,190

118,620,190






270,286,353

170,088,276

Basic loss per share (sen)



-12.97
                     -38.42

Note:  The following shares were issued during the year:







        Number of shares



Opening balance,1 January 2003 

   3



23 May 2003



  2,500,000



18 July 2003


          182,977,156





Total
          185,477,159

-5-

