HARN LEN CORPORATION BHD (“Harn Len” or “the Company”) (502606-H)

Interim Report for the First Quarter ended 31 March 2007

Part B: Additional Information Required By Bursa Malaysia’s Listing Requirements.
B1
Review of performance
For the quarter ended 31 March 2007, the Group achieved a revenue of RM19,409,614 (2006-RM12,933,717). Out of this, the plantation operations contributed RM17,775,065 or 91.6%, (2006-RM11,384,027 or 88.0%) of the Group’s revenue, with the property and hotel operations contributing RM1,634,549 or 8.4%, (2006-RM1,549,690 or 12.0%).

Oil palm remains the core business of the Group, contributing more than 91.6% of the total revenue. Total Fresh Fruit Bunches (‘’FFB”) production for the 3 months to 31 March 2007 was 28,621 metric tons (“m/t”) compared to 29,364 m/t for the corresponding period in the previous year.  For the 3 months ended 31 March 2007, the oil mill processed 29,415 m/t of FFB (2006-22,765 m/t), producing 5,941 m/t of Crude Palm Oil (2006-4,393 m/t) and 1,694 m/t of Palm Kernel (2006-1,371 m/t).

The increase in revenue was caused by the higher prices of Crude Palm Oil (“CPO”), Palm Kernels (“PK”) and Fresh Fruit Bunches (“FFB”). The average selling price of CPO for the quarter to 31 March 2007 was RM1,822 per  m/t compared to RM1,382 per  m/t for the corresponding quarter for the preceding year. The average selling price of PK was RM1,117 per m/t compared to RM987 per m/t, whilst the average selling price of FFB was RM320 per m/t compared to RM243.

The intake of FFB at the oil mill in Pahang was 29,415 m/t compared to 22,765 m/t for the corresponding quarter for the preceding year, an increase of about 29.2%. This produced 5,941 m/t of CPO (2006-4,392 m/t) and 1,694 m/t of PK (2006-1,371 m/t).

The extraction rates of CPO and PK during the quarter were 20.27% and 5.78% compared to the 19.29% and 5.99% achieved for the preceding year corresponding quarter. 

The property operation remained robust for the period under review generating revenue of RM1,634,549 compared to RM1,549,690 for the corresponding quarter for last year. Loss, however, increased from RM341,619 to RM626,185 in the current quarter due to increase operating costs.

B2
Comparison of results against preceding quarter
	
	
	Quarter to 31/3/07
	Quarter to

31/12/06
	%

	
	
	RM
	RM
	

	Revenue
	
	19,409,614
	20,108,603
	(3.5)

	Gross profit
	
	7,438,559
	5,665,769
	31.3

	Profit from operation
	
	2,882,375
	3,338,380
	(13.7)

	Profit/(loss) before tax
	
	1,564,336
	2,106,505
	(25.7)

	Profit/(loss) after tax
	
	528,729
	1,112,792
	(52.5)


The revenue of RM19,409,614 achieved in the current quarter was 3.5% lower than the revenue of RM20,108,603 achieved in the preceding quarter. The decrease was mainly a result of seasonal decrease in FFB production and holiday shortened work months despite higher commodity prices. 6,368 m/t of CPO were sold during the current quarter at an average selling price of RM1,822 per m/t compared to 7,530 m/t at an average selling price of RM1,559 per m/t for the preceding quarter. A total of 12,523 m/t of FFB were sold at an average selling price of RM320 per m/t compared to 16,123 m/t at an average price of RM292 per m/t for the preceding quarter.

The profit from operation was at RM2,882,375 compared to the profit of RM3,338,380 for the preceding quarter. The decrease of 13.7% was due to higher operating costs.

B3
Current year prospects
Prospects in the oil palm industry remain good as demand for palm oil remained strong, mainly due to competing demands for palm oil in the food, oleo-chemicals and bio-fuel industry

CPO prices will remain high and expect to remain above RM2,000 per ton for the year.

Barring any unforeseen circumstance, the Group’s performance is expected to improve with expected increase in CPO price and increase hotel rooms occupancy and average room rates after the refurbishment of hotel rooms. 

B4
Profit forecast
The Group did not issue any profit forecast for the year ending 31 December 2007.

 B5
Taxation

The taxation for the current quarter is as follows:-

	

	
	Current quarter

31 March 2007
	
	Preceding  year corresponding quarter

31 March 2006

	
	
	RM
	
	RM



	Malaysian income tax
	
	
	
	

	Current year
	
	1,121,000
	
	324,200

	Under/(over) provision in prior years
	
	
	
	   

	
	
	
	
	

	Deferred tax/(over-provision)
	
	(85,393)
	
	  (21,736)

	Over-provision in prior years
	
	
	
	  

	Total
	
	1,035,607
	
	302,464



A subsidiary and the plantation division of the Company have income that are subject to  income tax as certain expenses and capital allowances are not available for deductions.

B6
Sale of unquoted investments or properties

There was no sale of unquoted investments or properties in the quarter under review and financial period to date.

B7
Purchase or disposals of quoted securities

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

B8
Status of Corporate proposals

 
There was no corporate proposal announced for the current period. 
B9
Group borrowings
The borrowings by the Group as at 31 March 2007 are as follows:-

	
	
	As at 31 March 2007
	
	As at 31 December 2006

	
	
	RM
	
	RM

	Term loan  payable:
	
	
	
	

	Within 12 months
	
	5,621,436
	
	4,831,675

	More than 12 months
	
	76,310,641
	
	77,530,405

	Total
	
	81,932,077
	
	82,362,080

	Bank overdraft
	
	12,583,868
	
	10,417,890

	Total
	
	94,515,945
	
	92,779,970


	Hire purchase payable
	
	
	
	

	Within 12 months
	RM
	722,952
	
	749,120

	More than 12 months
	
	1,190,632
	
	1,354,523

	
	
	
	
	

	Total
	RM
	1,913,584
	
	2,103,643


B10
Off balance sheet financial instruments
During the current period and the financial period to date, the Group did not enter into any contracts involving off balance sheet financial instruments.

B11
Material litigation


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

B12
Dividend
The Directors do not recommend any dividend in respect of the current period and the financial period to date.

B13
Earnings per share
	
	
	
	Current quarter
	Current year to date

	
	
	
	31 March 2007
	31 December 2007

	
	Earnings
	
	
	

	
	Net profit/(loss) for the period
	RM
	533,231
	533,231

	a)
	Basic 

weighted average number of shares
	
	185,477,159
	185,477,159

	b)
	Diluted

weighted average number of shares 
	
	185,477,159
	185,477,159

	
	Effects of RCSLS conversion
	
	-
	-

	
	Total
	
	185,477,159
	185,477,159

	c)
	Basic earnings per share (sen)
	
	0.29
	0.29

	d)
	Diluted earnings per share (sen)
	
	n/a
	n/a


As 31 March 2007, 74,310,095 warrants remained outstanding. As the RCSLS has been redeemed, it is not likely that the outstanding warrants will be converted as the exercise price of each warrant is more than the market value of each Harn Len share.

Therefore no diluted earnings per share are disclosed.
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