HARN LEN CORPORATION BHD. (502606-H)

Interim Report for the 4th Quarter ended 31 December 2003.

Part B: Additional Information Required By KLSE Listing Requirement.

B1
Review of performance
The Group commenced operations on 25 July 2003 after the completion of the takeover and listing status of Sportma Corporation Bhd. (“Sportma”) under a Corporate and Debt Restructuring Scheme (“Scheme”).

For the financial year ended 31 December 2003 the Group recorded a revenue of RM29,540,587 and a profit of RM5,851,696 before tax and exceptional items .For the Quarter under review the Group achieved a revenue of RM16,689,551 and a profit before tax of RM2,235,311.

B2
Variation of results against preceding quarter.

	
	
	Quarter to 31/12/03
	Quarter to 30/9/03
	%

	
	
	
	
	

	Revenue
	RM
	16,689,551
	12,851,036
	+29.9

	Gross profit
	
	8,059,871
	7,012,739
	+14.9

	Profit before exceptional items
	
	3,059,826
	4,095,494
	-25.3

	Exceptional items
	
	(107,160)
	(20,261,251)
	>100

	Profit from operations
	
	                   2,952,666
	(16,165,757)
	>100

	Profit before tax
	
	2,235,331
	(16,752,046)
	>100

	Profit after tax
	
	1,286,445
	(17,909,547)
	>100


The revenue of RM16,689,551 achieved in the quarter to 31 December was 29.9% higher compared to the revenue of RM12,851,036 achieved in the preceding quarter. This is attributable to a higher production of Fresh Fruit Bunches and higher prices for Crude Palm Oil and Palm Kernels. 

The gross profit at RM8,059,871 was 14.9% higher than the amount of RM 7,012,739 achieved in the preceding quarter.

Profit before exceptional items at RM3,059,826 for the current quarter was 25.3% lower compared to the RM4,095,494 achieved in the preceding quarter. This was attributable to the higher administration costs incurred in the current quarter.

B3
Current year prospects

The Group is involved in the oil palm industry and property investment. Prospects in the oil palm industry remain 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 25 July 2003.  Based on the unaudited result for the period from 25 July 2003 to 31 December 2003, the group made a consolidated profit before exceptional items of RM5.852 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 31 December 2003 was RM16.623 million compared to a forecast consolidated loss after exceptional items and tax for the year to 31 December 2003 of RM17.537 million (“Scenario 1”) or a forecast consolidated loss after exceptional items and tax for the year ended 31 December 2003 of RM17.483 million (“Scenario 2”).

Exceptional items amounted to RM20.368 million compared to a forecast amount of RM20.287 million. The difference was due to the write off of goodwill arising from consolidation amounting to RM107,160.

There was a provision for tax of RM2.106 million for the period to 31 December 2003 compared to a provision for 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 which are not tax deductible.

B5
Taxation

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







Current quarter
Financial year to







31 .12 .2003

31.12.03
Current tax expense


RM 503,290

RM 1,300,542

Deferred tax expense.


RM 445,596

RM   8 05,845



Total

RM 948,886

RM 2,106,387

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

A deferred tax of RM2,438,000 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 22 December 2003, Hwang-DBS Securities Berhad on behalf of the Group issued a Circular to Shareholders in relation to:

I) Proposed acquisition by Harn Len of 781,205 ordinary shares of RM1.00 each in Desamawar Runding Sdn Bhd (“DRSB”) representing the entire issued and paid-up share capital of DRSB from LNH Enterprise Sdn Bhd (“LNHE”) for a cash consideration of RM4,569,701;

II) Proposed acquisition by Harn Len of 4,977,990 ordinary shares of RM1.00 each in Pelita Pertama Sdn Bhd (“PPSB”) representing the entire issued and paid-up share capital of PPSB from LNHE for a cash consideration of RM18,303,625;

III)  Proposed acquisition by Harn Len of 1,182,943 ordinary shares of RM1.00 each in Suen Tai (Sabah) Sdn Bhd (“STSB”) representing the entire issued and paid-up share capital of STSB from LNHE for a cash consideration of RM4,706,136;

IV) Proposed acquisition by Harn Len of estate equipment from Lian Hup Manufacturing Company Sdn Bhd for a cash consideration of RM755,000:

V) Proposed acquisition by Harn Len of estate equipment from Syarikat Senang Oil Palm Estate Sdn Bhd  for a cash consideration of RM660,000;

VI) Proposed subscription by Harn Len of 16,024,010 new ordinary shares of RM1.00 each in Masranti Plantation Sdn Bhd (“MPSB”), at an issue price of RM1.38 per share, representing 99.99% of the enlarged issued and paid-up share capital in MPSB after the proposed rationalization exercise to be undertaken by MPSB for a cash consideration of RM22,113,134; and

VII) Proposed management agreement between Tropical Inn Sdn Bhd (‘TISB”) and Harn Len to appoint TISB as the Manager and Operator of a 160-room hotel located at No.15 Jalan Gereja, 80100 Johor Bahru, Johor known as Tropical Inn for a nominal management fee of RM1.00

(“ collectively referred to as the “Proposals””)

At the Extraordinary General Meeting held on 6 January 2004, shareholders approved  the above Proposals.

On 15 January 2004, item VI of the Proposals was completed and Masranti   Plantation Sdn Bhd became a subsidiary of Harn Len on 15 January, 2004.


Proposals IV, V and VII were completed on 2 February 2004.


As at date of announcement, Proposals I, II, and III  remain uncomplete.  



Term loan

On 8 January 2004, the Company drew down an amount of RM22,200,000 to finance the subscription of MPSB. The remaining term loan of RM27,600,000 was drawndown on 24 February, 2004 to finance the acquisition of entire issued and paid-up capital of Desamawar Runding Sdn Bhd, Pelita Pertama Sdn Bhd and Suen Tai (Sabah)  Sdn Bhd. 

B9
Group borrowings


The borrowing by the Group as at 31 December 2003 was:



Hire Purchase Loan



With-in 12 months

RM  80,004



More than 12 months

RM139,995



Total


RM219,999
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 31 December 2003.

B13
Earnings per share  





    Current year quarter     Current year to date







             31/12/03
              31/12/03
Earnings 




   RM


      RM


Net profit / (loss) for the period                       1,286,445
             (16,623,102)

a) Basic

Weighted average number of shares
            185,477,159
               85,245,715

b) Diluted

Weighted average number of shares
185,477,159

  85,245,715

Effects of RCSLS  conversion
 
  44,310,095

  20,273,.386






229,787,254

 105,519,101

Basic earnings/(loss) per share (sen)
0.694
                         (19.50 )

Diluted earnings/(loss) per share (sen)
0.560


 ( 13.50) 

Note: 

1) 
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

2) As at 31 December 74,310,095 warrants remain outstanding. For the purpose of  computation of diluted earnings per share, only the  RCSLS  are included to arrive at the weighted average number of ordinary shares. This is because the exercise price of each warrant is more than the market value of each Harn Len share.
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