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

Interim Report for the Third Quarter ended 30 September 2007
Part B: Additional Information Required By Bursa Malaysia’s Listing Requirements.
B1
Review of performance
For the 9 months ended 30 September 2007, the Group achieved a revenue of RM70,599,909 (2006-RM50,793,970). Out of this, the plantation operations contributed RM65,212,783or 92.4%, (2006-RM45,762,470 or 90.1%) of the Group’s revenue, with the property and hotel operations contributing RM5,387,126 or 7.6%, (2006-RM5,031,500 or 9.9.0%).
Oil palm remains the core business of the Group, contributing more than 92.4% of the total revenue. Total Fresh Fruit Bunches (‘’FFB”) production for the 3 months to 30 September 2007 was 35,307 metric tons (“m/t”) compared to 41,902 m/t for the corresponding period in the previous year. The reduction in FFB production is due mainly to crop stress and loss of contributions from the three plantation companies disposed last year.  
For the 3 months ended 30 September 2007, the oil mill processed 29,851 m/t of FFB (2006-40,070 m/t), producing 5,962 m/t of Crude Palm Oil (2006-7,990 m/t) and 1,500 m/t of Palm Kernel (2006-2,261 m/t). The lower intake was a reduction in FFB production from the estates.
The extraction rates of CPO and PK during the quarter were 19.98% and 5.01% compared to the 19.92% and 5.64% achieved for the preceding year corresponding quarter. 

The increase in revenue was mainly due to 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 30 September 2007 was RM2,627 per  m/t compared to RM1,453 per  m/t for the corresponding quarter for the preceding year. The average selling price of PK was RM1,547 per m/t compared to RM836 per m/t, whilst the average selling price of FFB was RM471 per m/t compared to RM260.
The property operation remained robust for the period under review. 
B2
Comparison of results against preceding quarter
	
	
	Quarter to 30/9/07
	Quarter to
30/6/07
	%

	
	
	RM
	RM
	

	Revenue
	
	27,045,350
	24,144,945
	12.0

	Gross profit
	
	13,938,443
	13,537,640
	3.0

	Profit from operation
	
	6,938,982
	8,736,987
	(20.6)

	Profit/(loss) before tax
	
	5,401,086
	7,276,003
	(25.5)

	Profit/(loss) after tax
	
	3,087,195
	5,049,354
	(38.9)


The revenue of RM27,045,350 achieved in the current quarter was 12.0% higher than the revenue of RM24,144,945 achieved in the preceding quarter. The increase was mainly a result of increase in commodity prices. 5,671 m/t of CPO were sold during the current quarter at an average selling price of RM2,627 per m/t compared to 5,651 m/t at an average selling price of RM2,342 per m/t for the preceding quarter. A total of 16,624 m/t of FFB were sold at an average selling price of RM471 per m/t compared to 15,488 m/t at an average price of RM454 per m/t for the preceding quarter.
The profit from operation was at RM6,938,982 compared to the profit of RM8,736,987 for the preceding quarter. The decrease of 20.6% was due to increase in cost of fertilizers and operating expenses.
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. The signing of an FTA with Pakistan will further enhance demand for palm oil.  CPO futures traded on the Bursa Malaysia Derivatives Berhad for January 2008 were above RM2,950 per m/t. 

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

30 September 2007
	
	Preceding  year corresponding quarter

30 September 2006

	
	
	RM
	
	RM



	Malaysian income tax
	
	
	
	

	Current year
	
	2,389,000
	
	1,629,088

	Under/(over) provision in prior years
	
	21,742
	
	   

	
	
	
	
	

	Deferred tax/(over-provision)
	
	(72,428)
	
	  (90,629)

	Over-provision in prior years
	
	(24,423)
	
	  (38,131)

	Total
	
	2,313,891
	
	1,500,328



The effective tax rate is higher than the statutory tax rate as certain capital allowances were not available for utilization against chargeable income and certain expenses were not allowed.
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 30 September 2007 are as follows:-

	
	
	As at 30 September2007
	
	As at 31 December 2006

	
	
	RM
	
	RM

	Term loan  payable:
	
	
	
	

	Within 12 months
	
	9,628,000
	
	4,831,675

	More than 12 months
	
	70,134,000
	
	77,530,405

	Total
	
	79,762,000
	
	82,362,080

	Bank overdraft
	
	14,145,947
	
	10,417,890

	Total
	
	93,907,947
	
	92,779,970


	Hire purchase payable
	
	
	
	

	Within 12 months
	RM
	1,095,271
	
	749,120

	More than 12 months
	
	1,670,072
	
	1,354,523

	
	
	
	
	

	Total
	RM
	2,765,343
	
	2,103,643


The Group refinanced its banking facilities with the HSBC Bank Malaysia Berhad (‘HSBC’) with the following facilities from the Bank of Nova Scotia (‘The Bank”):-


Non-Revolving Loan


RM39,000,000



Overdraft



RM10,000,000


Operating Credit


RM10,000,000

The Non-Revolving Loan of Rm39 million is to be repaid by 83 monthly instalments of RM469,000 per month and a final instalment of RM73,000 on the 84th. month from date of drawdown. The interest rate based on 1.5% per annum over 7 years Fixed Rate Cost. The rate is subject to change in line with money market conditions and availability. Interest is calculated on a daily basis and payable monthly in arrears. 


The Overdraft facility is for the Group’s working capital requirements with interest rate at 1.00% per annum over The Bank’s Base Lending Rate currently at 6.75% per annum. The interest is payable monthly in arrears.
The Operating Credit is to finance the Group’s general working capital requirements and has a maximum tenor of 1 year. Interest is at 1.50% per annum over The Bank’s Cost of Fund. It is calculated on a daily basis and payable on rollover dates.
B10
Off balance sheet financial instruments
For the financial period to date, the Group entered into the following Over-the-Counter MYR CPO swaps contracts:-

Date



Notional Quantity

Fixed Price
19 June 2007


500 m/t



RM2,300 per m/t

2 July 2007


500 m/t



RM2,250 per m/t

12 July 2007


500 m/t



RM2,350 per m/t

21 September 2007

500 m/t



RM2,280 per m/t

 Effective Date:

1 January 2008
Termination Date:
31 December 2008

Additional details regarding the CPO swap is given under Part A11: Explanatory  Notes. 
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

	
	
	
	30 September 2007
	31 December 2007

	
	Earnings
	
	
	

	
	Net profit/(loss) for the period
	RM
	3,080,680
	8,667,632

	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)
	
	1.66
	4.67

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


As 30 September 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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