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

EXPLANATORY NOTES TO THE SECOND QUARTER INTERIM FINANCIAL REPORT FOR THE PERIOD TO 31 DECEMBER 2010.

PART A:  EXPLANATORY NOTES AS PER FRS 134
A1
Basis of preparation
This unaudited condensed  interim financial report has been prepared in accordance with the applicable disclosure provisions of the Listing Requirements of Bursa Malaysia Securities Berhad, including compliance with Financial Reporting Standard (FRS) 134, Interim Financial Reporting, issued by the Malaysian Accounting Standards Board (MASB).

The unaudited condensed interim financial report has been prepared in accordance with the same accounting policies adopted in the audited financial statements for the year ended 31 December 2009. 
A2
Changes in Accounting Policies
The accounting policies adopted by Group in this interim financial statements are consistent with those adopted in the Group’s audited financial statements for the financial year ended 31 December 2009, except for the adoption of the following:-
Effective for financial periods beginning on or after 1 July 2009:

FRS 8: Operating Segments

Effective for financial periods beginning on or after 1 January 2010:


FRS 4: Insurance Contracts






FRS 7: Financial Instruments: Disclosures








FRS 123: Borrowing Costs (Revised)







FRS 101: Presentation of Financial Statements (Revised)




FRS 139: Financial Instruments: Recognition and Measurement

IC Interpretation 9: Reassessment of Embedded Derivatives



IC Interpretation 10: Interim Financial Reporting and Impairment 


IC Interpretation 13: Customer Loyalty Programmes,

IC Interpretation 14: FRS 119: The Limit on a Defined Benefits Assets, Minimum Funding     Requirements and their Interaction,
Amendments to FRS 1: First time adoption of Financial Reporting Standards 

Amendments to FRS 127: Consolidated and Separate Financial Statements: Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate 

Amendments to FRS 2: Share based Payments-Vesting Conditions and Cancellations 

Amendments to FRS 132: Financial Instruments: Presentation


Amendments to FRS 139: Financial Instruments: Recognition and Measurement, 


FRS 7, Financial Instruments: Disclosures


IC Interpretation 11, FRS 2: Group and Treasury Share Transactions


Improvements to FRSs (2009)







Amendments to IC Interpretation 9: Reassessment of Embedded Derivatives.
Other than the implications as discussed below the above FRSs, Amendments and Interpretations are not expected to have a significant impact on the financial statements of the Group upon their initial application.
(i) FRS 8: Operating Segments

From 1 January 2010, the Group will present its operating segments based on the information that is provided to the Management Committee, who is the Group’s chief operating decision maker. The change in accounting policy is due to the adoption of FRS 8 which previously was presented in compliance with FRS 1142004: Segment Reporting. 
Comparative segment information has been re-presented. The change in accounting policy only impacts presentation and disclosures and there is no impact on basic earnings per share.
(ii) FRS 117:Leases

The Group adopted the amendment to FRS 117. The Group has determined that leasehold land of the Group which are in substance finance leases and has reclassified the leasehold land into property, plant and equipment. The reclassification has been made retrospectively and does not affect the basic earnings per share for the current or prior period.

	
	Previously stated
	Increase/(decrease)
	Restated

	As at 31 December 2009
	
	Amendment to FRS 117
	

	
	RM
	RM
	RM

	Property, plant and equipment
	97,642,682
	133,786,493
	231,429,175

	Prepaid land lease
	133,786,493
	(133,786,493)
	-

	Total
	231,429,175
	-
	231,429,175


A3
Seasonal or cyclical factors
Harn Len is principally involved in the oil palm plantation business. The production of Fresh Fruit Bunches (“FFB”) from its oil palm estates is seasonal in nature, with production being low at the beginning of the year and picking up thereafter and tapering off towards the year end.  
The production of FFB can also be affected by a number of climatic factors such as rainfall, maturity of the trees, hazy conditions caused by smoke from peat fires shielding sunlight, crop stress and the frequency of fertilizing the oil palm trees.
A4
Unusual items affecting assets, liabilities, equity, net income or cash flows
There were no unusual items affecting the assets, liabilities, equities, net income or cash flows for the quarter under review. 
A5
Material changes in estimates
There were no material changes in estimates in the prior financial year which have a material effect in the financial period to 31 December 2010.
A6
Debt and equity securities
There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current period under review.

A7
Dividend paid
The Single Tier dividend of 1% declared on 4 December 2009, for the year ended December 2009, was paid on 11 January 2010.
A8
Operating segments
Segmental information is presented in respect of the Group’s business segments. The Group operates solely in Malaysia and accordingly, information on geographical location of the Group’s operation is not presented.


Business segments.


Segment activities are as follows:-

	Plantations     :
	The operation of oil palm estates, oil palm mill, sales and purchases of FFB, sales of CPO and PK and the provision of transport services to related parties and external customers.


	Property/Hotel :
	Property investment and hotel operation.



Segmental results, assets and liabilities include items that are directly attributable to a segment as well as those that can be allocated on a reasonable basis. Unallocated items comprise interest earning assets and revenue, interest bearing loans, borrowings and expenses and corporate assets and liabilities.

Segment information 

Period ended 30 June 2010


	
	Plantations
	Property
	Eliminations
	Consolidation

	
	RM
	RM
	RM
	RM

	External revenue
	51,470,818
	3,463,698
	-
	54,934,516

	Inter-segment revenue
	391,689
	-
	(391,689)
	-

	Total revenue
	51,862,507
	3,463,698
	(391,689)
	54,934,516

	Segment results
	10,059,700
	(1,049,870)
	-
	9,009,830

	Unallocated expenses
	
	
	
	(4,687,192)

	Profit from operation
	
	
	
	4,322,638


	Assets
	
	
	
	

	Reported segment assets
	293,612,793
	76,905,337
	
	370,518,130

	Corporate assets
	
	
	
	3,323,101

	Consolidated total assets
	
	
	
	373,841,231


	Liabilities
	
	
	
	

	Segment liabilities
	81,230,657
	2,133,237
	-
	83,363,894

	Corporate liabilities
	
	
	-
	62,568,910

	Total consolidated liabilities


	
	
	-
	145,932,804



Period ended 30 June 2009
	
	Plantations
	Property
	Eliminations
	Consolidation

	
	RM
	RM
	RM
	RM

	External revenue
	42,609,574
	3,596,051
	
	46,205,625

	Inter-segment revenue
	-
	-
	-
	-

	Total revenue
	42,609,574
	3,596,051
	-
	46,205,625

	Segment results
	6,274,524
	(1,140,380)
	-
	5,134,144

	Unallocated expenses
	
	
	-
	(4,430,291)

	Profit from operation
	
	
	
	703,853


	Assets
	
	
	
	

	Reported segment assets
	272,860,461
	79,428,957
	-
	352,289,418

	Corporate assets
	
	
	-
	6,943,492

	Total consolidated assets
	
	
	-
	359,232,910


	Liabilities
	
	
	
	

	Segment liabilities
	56,301,884
	2,454,171
	-
	58,756,055

	Corporate liabilities
	
	
	-
	77,555,974

	Total corporate liabilities
	
	
	-
	136,312,029


A9
Significant material events during the period/ post balance sheet events

(i)
Acquisition of properties from Nusantara Bakti Sdn Bhd, a related party for a total purchase consideration of RM 2 million.
The Board of Directors announced that the Company has on 6 August 2010 entered into a Conditional Sales and Purchase Agreement (“S & P”) with Nusantara Bakti Sdn Bhd (‘NBSB”) (Co. No. 186773-X), a related party, for the acquisition of five (5) units of shop houses for a total purchase consideration of RM2,000,000 (“the Proposed Acquisition”).
The details of the 5 units of double-storey shop houses are as follows:- 
	
	Details of shop houses
	Age (years)
	Area (sq. ft.)
	Existing usage

	1
	GRN 32250, Lot 2046, Daerah Johor Bahru known as 158, Jalan Ngee Heng, 80100 Johor Bahru
	75
	1707
	Rented out

	2
	GRN 99923, Lot 2048, Daerah Johor Bahru, known as 160 Jalan Ngee Heng, 80100 Johor Bahru
	75
	1617
	Rented out

	3
	GRN 99924, Lot 2049, Daerah Johor Bahru known as 161 Jalan Ngee heng, 80100 Johor Bahru
	75
	1613
	Rented out

	4
	GRN 51476, Lot 2050, Daerah Johor Bahru known as 162 Jalan Ngee Heng, 80100 Johor Bahru
	75
	1655
	Rented out

	5
	GRN 99925, Lot 2051, Daerah Johor Bahru known as 163 Jalan Ngee heng 80100 Johor Bahru
	75
	1706
	Rented out




The above properties are situated on freehold land and are unencumbered.
The 5 units of shop houses are located along Jalan Ngee Heng, Johor Bahru, within the Central Business District of Johor Bahru. Prominent commercial buildings within its immediate areas include Menara Landmark and the Wisma Maria Medical centre and Johor Tower, a commercial complex cum hotel building owned by Harn Len Corporation Bhd. Similar 2 storey shop houses along Jalan Ngee Heng are tenanted and have been converted into specialist clinics which provide ancillary services to Wisma Maria.

All the 5 shop houses are currently tenanted with a total gross monthly rental of RM9,587 and the tenancy will continue after the Proposed  Acquisition. Upon expiry of the tenancy agreements, the Company intends to carry out refurbishment and renovation works on the 5 units shop houses to enhance the value of the properties.

Financing the Proposed Acquisition

The Proposed Acquisition shall be financed entirely by external borrowings.

No liabilities assumed

There are no liabilities, including contingent liabilities and guarantees to be assumed by Harn Len for the Proposed Acquisition.

Information on the Nusantara Bakti Sdn Bhd

NBSB was incorporated in Malaysia on 15 September 1989 under the Companies Act, 1965. The authorized capital of NBSB is RM100,000 comprising 100,000 ordinary shares of RM1.00 each, of which 5 ordinary shares of RM 1.00 each have been issued and fully paid-up. NBSB is principally a property investment company.

The Directors of NBSB are Tan Sri Dato Low Nam Hui, Low Quek Kiong, Low Kueck Shin, Low Kwek Lee, all of whom are also directors and substantial shareholders of Harn Len. NBSB is wholly owned by Low Nam Hui & Sons Sdn bhd (“LNHSB”) (Co. No. 10067-V), a company in which the above named directors have direct and /or indirect interest.

LNHSB was incorporated on 23 October 1970 under the Companies Act, 1965 with an authorized capital of RM250,000,000 and a paid up capital of RM243,723,920. LNHSB is principally an investment holding company.

Salient terms of the S & P

Upon signing of the S & P, a deposit of RM200,000 shall be paid. The balance of the consideration of RM1,800,000 shall be paid within the Completion Period, which is three (3) months from the date of the S & P which will be on 5 November 2010.
Financial effects of the Proposed Acquisition

The Proposed Acquisition will not have a material effect on the earnings per share, net tangible asset per share and the gearing of the Company and there will not be an impact on the share capital and substantial shareholders’ shareholdings.
Shareholders’ approval

The Proposed Acquisition is not subject to shareholders’ approval.

The highest percentage ratio applicable to this acquisition pursuant to Paragraph 10.02(g) of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad is 0.87%.

(ii)
Acquisition of Gemilang Bumimas Sdn Bhd.

On 8 December 2009, the Board of Directors announced that it had granted approval for the Company to acquire the entire equity interest in Gemilang Bumimas Sdn Bhd  (“GBSB”) for a total cash consideration of RM13,999,000 (“the Acquisition”). The conditional Share Sale Agreement (“SSA”) was signed on the same date.
GBSB was incorporated on 4 March 2008 under the Companies Act, 1965 as a private limited liability company. It has an authorized share capital of RM100,000 comprising of 100,000 ordinary shares of RM1.00 each of which 100,000 have been issued and fully paid up. The two (2) shareholders (“the Vendors”) namely Messrs Ahmad bin Haji Su’ut and Tan Shaw Shyong each holds 50% of the shares in GBSB.

GBSB has been dormant since its incorporation. The intended principal activity of the company was the operation of oil palm plantation.

GBSB owns three (3) parcels of agricultural land in Sarawak with a total land area of 1,233 hectares, approximately 3,022 acres (“the Land”). The details of the Land are as follows:-

(a) 726 hectares known as Lot 1513 Bukar-Sadong Land District, situated between Sungei Igom and Batang Sadong, Serian;
(b) 199 hectares known as Lot 1514 Bukar-Sadong Land District, situated between Munggu Kupi, Serian; and

(c) 298 hectares known as Lot 1515 Bukar-Sadong Land District situated between Munggu Kupi, Serian.

The provisional land lease for the Land was for a tenure of 60 years. The lease term will expire on 20 January 2068.




Rationale for the Acquisition
The Acquisition presents an opportunity to Harn Len to further expand its land bank for oil palm plantations development in addition to its existing esates in Sarawak. With the increased acreage from this Acquisition, it is hoped that Harn Len’s proposed oil mill at the Masranti plantation (which is in its initial stage of construction) will be self-sufficient with its own supplies of fresh fruit bunches.

Basis of Acquisition consideration

The purchase consideration for this Acquisition was arrived at on a ‘willing-buyer willing-seller’ basis, having considered the value of similar type of land in the surrounding area.
The purchase consideration shall be satisfied entirely in cash. Harn len will not assume any liabilities incurred prior to the acquisition.

Financing the Acquisition

The Acquisition shall be financed entirely by external borrowing.
The Acquisition was completed on 31 May 2010, and GBSB became a subsidiary of the Group from 1 June 2010. 
A10
Changes in the composition of the Group
The Acquisition of Gemilang Bumimas Sdn Bhd mentioned in A 10 above has the following effect on the composition of the Group.
	
	RM

	Property, plant and equipment
	14,556,267

	Goodwill
	99,435

	Total consideration paid
	14,655,702

	Purchase consideration satisfied by cash 
	(14,655,702)

	Cash flow on acquisition
	(14,655,702)


A11
Contingent liabilities and contingent assets
There were no material contingent liabilities and contingent assets for the Group as at date of this financial period.
A12
Capital commitments
The following are the material capital commitments to be incurred by the Group as at date of this report:-
Property, plant and equipment







    

	Contracted but not provided for in the financial statements                      
	 (RM000’s)
    31,584

	Note: 
Estimated amount for plantation development expenditure, not contracted for and not provided for in the financial statements 
Estimated amount for construction of oil mill, not contracted for and not provided for in the 

Financial statements                                                
Estimated amount for building upgrading                                        
not contracted for and not provided for in

the financial statements


	14,932
7,441
687
        

	
	


A13
Related party transactions
Significant related party transactions for the period under review are as follows


Purchases and payments
	Transacting parties
	Relationship
	Nature of transactions
	For the period ended 30    June

	
	
	
	  2010
	2009

	
	
	
	(RM000’s)
	(RM000’s)

	
	
	
	
	

	Seri Cemerlang Plantation (Pahang) Sdn Bhd
	Affiliated company
	Purchases of FFB
	11,031
	10,444

	Seri Cemerlang Plantation (Pahang) Sdn Bhd
	Affiliated company
	Transport income
	162
	234

	Pengangkutan Low Nam Hui Sdn Bhd
	Affiliated company
	Purchase  of consumable supplies
	177
	155

	Pengangkutan Low Nam Hui Sdn Bhd
	Affiliated company
	Purchases of transport services
	421
	700

	Pengangutan Low Nam Hui Sdn Bhd
	Affiliated company
	Sale of consumable supplies
	167
	143

	Low Nam Hui and Sons Sdn Bhd
	Affiliated company
	Rental
	6
	6

	Low Nam Hui and Sons Sdn Bhd
	Affiliated company
	Provision of management services
	19
	19

	Comet Travels Sdn Bhd
	Affiliated company
	Purchases of air tickets/insurance
	236
	160

	Comet Travels Sdn Bhd
	Affiliated company
	Rental income
	20
	20

	Green Recycle Biotech Enterprise
	Affiliated company
	Purchase of fertilizers
	
	160



Part B: Additional Information Required Pursuant to Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.
B1
Review of performance
For the 6 months ended 30 June 2010, the Group generated a total revenue of RM 54,934,516 (2009-RM46,205,625). Out of this, the plantation operations contributed RM51,862,507 or 94.4%, (2009-RM42,609,574 or 92.22%). The property divisions contributed RM3,463,698 or 5.6%, (2009-RM3,596,051 or 7.78%).

Total Fresh Fruit Bunches (‘’FFB”) production was 63,034 metric tons (“m/t”) (2009-73,049 m/t). A total of 54,338 m/t of FFB (2009-60,402 m/t) were processed. This produced 10,788 m/t of Crude Palm Oil (“CPO”) (2009-12,253 m/t) and 3,023 m/t of Palm Kernels (“PK”) (2009-3,404 m/t). The average selling price of CPO was RM2,556 per m/t (2009-RM1,991 per m/t), FFB was RM468 per m/t (2009- RM373 per m/t) and for PK, it was RM1,485 per m/t (2009- RM1,045 per m/t).
FFB production decreased by about 14% compared to the preceding year. Although more acreages became available for harvesting in the Sarawak estates, crop stress as well as erratic weather pattern has affected crop production. Replanting in the Pahang estates has contributed to the lower FFB crop production. Up to date, 2,066 ha. has been  replanted out of a total acreage of 4,252 ha. in the Pahang estates.
The property operation remained stagnant for the period under review.
B2
Comparison of results against preceding quarter
	
	
	Quarter to 
30/6/2010
	Quarter to

31/3/2010
	%

	
	
	RM
	RM
	

	Revenue
	
	27,161,467
	27,773,049
	(2)

	Profit /(loss) from operating activities
	
	1,650.684
	2,671,954
	(38)

	Profit/(loss) before tax
	
	(137,091)
	1,229,972
	(111)


The revenue of RM27,161,467 generated in the current quarter was 2.0% lower than the revenue of RM27,773,049 achieved in the preceding quarter. The reduction was mainly due lower volume of FFB, PK and CPO sold even though prices trended higher for the quarter just ended. A total of 19,113 m/t of FFB were sold at an average selling price of RM469 per m/t, compared to 20,015 m/t at an average price of RM473 per m/t, for the preceding quarter. Similarly, 1,609 m/t of PK were sold at an average price of RM1,552 per m/t compared to 1,411 m/t at RM1,407. A total of 5,302 m/t of CPO were sold at an average selling price of RM2,588 per m/t compared to 5,813 m/t at RM2,526 per m/t. 
The profit from operating activities was RM1,650,684 compared to the profit of RM2,671,954 for the preceding quarter. The decrease of 38% was due to the lower volume of FFB, PK, and CPO production resulting in a reduction of 2% in revenue. Field upkeep and maintenance cost remained high because of peat soil requiring constant attention towards upkeep of roads, drains and oil palm plantings. 

B3
Current year prospects
CPO prices will remain high at levels above RM2,500 per m/t. This is because of strong demands from consuming countries. Lower CPO production due to erratic weather patterns as well as the dry weather in the United States affecting soya crop production will continue to push price higher. Prices for August delivery of CPO is above RM2,800 per m/t.
Whilst CPO price is expected to be above RM2,500 per m/t, cost increases for fuel, electricity, transport and fertilizers  will have an adverse impact on the profits of the Group for the coming year. The plantation industry is currently facing a serious shortage of workers hampering FFB production. Furthermore, FFB production has been hampered by both dry and wet weather, as well as the on-going replanting programme in the Pahang estates.

The recent strengthening of the Malaysian Ringgit has limited impact on the price of CPO.
The property operations continue to face stiff competition due to the slowdown and a decline in tourist and business travels. Some spillover effect from the opening of integrated resorts in Singapore has been felt.

B4
Profit forecast
The Group did not issue any profit forecast for the year ending 31 December 2010.
 B5
Taxation

The taxation for the current quarter is as follows:-
	

	Current quarter ended 30 June 2010


	Preceding quarter ended 30 June 2009
	Current year to date ended 30 June 2010
	Preceding year to date ended 30 June 2009

	
	
	
	
	

	Malaysian income tax
	
	
	
	

	Current year
	902,000
	1,810,000
	2,609,000
	2,540,000

	Under/(over) provision in prior years
	(470,943)
	(24,319)
	(470,943)
	(24,319)

	
	
	
	
	

	Deferred tax
	365,733
	(1,300,954)
	98,589
	(1,334,391)

	(Over)/Under-provision in prior years
	338,449
	(10,125)
	338,449
	(10,125)

	Total
	1,135,239
	474,602
	2,575,095
	1,171,165



The effective tax rate is higher than the statutory tax rate. The losses of certain subsidiaries has contributed to the higher effective rate. 
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

(i) The Company on 6 August 2010 announced that it had entered into a Sale and Purchase Agreement (‘S & P”) for the acquisition of 5 units of shop houses for a consideration of RM2,000,000. 

The completion date is 3 months from the date of S & P.

Additional details of the Proposed Acquisition of the shop houses are provided under Note A 9 (i) above.
(ii) The acquisition of Gemilang Bumimas Sdn Bhd (“GBSB”) was completed on 5 May 2010 and the account of the GBSB was included in the consolidated accounts of the Group from 1 June 2010.  

Additional details of the Acquisition of GBSB are provided under Note A9 above. 
B9
Group borrowings
The borrowings by the Group as at 30 June 2010 are as follows:-

	
	
	As at 30 June
 2010
	
	As at 31 December 2009

	
	
	RM
	
	RM

	Term loan  payable:
	
	
	
	

	Within 12 months
	
	23,628,000
	
	23,628,000

	More than 12 months
	
	51,263,216
	
	56,471,000

	Total
	
	74,891,216
	
	80,099,000

	Bank overdraft
	
	29,855,895
	
	14,039,059

	Total
	
	104,747,711
	
	94,138,059


	Hire purchase payable
	
	
	
	

	Within 12 months
	RM
	1,674,586
	
	1,859,341

	More than 12 months
	
	2,054,915
	
	2,312,620

	
	
	
	
	

	Total
	RM
	3,729,501
	
	4,171,961



Total borrowings
       RM
108,476,612


98,310,020
B10
Off balance sheet financial instruments
There were no financial instruments with off balance sheet risk as at the date of this announcement. 

B11
Material litigation


There was no pending material litigation as at date of this report.
B12
Dividend payable
The Board of Directors has not recommended any interim dividend for the period ended 30 June 2010.
B13
Earnings per share
	
	
	
	Current quarter ended 30 June 2010
	Cumulative year to date 30 June 2010
	Quarter ended 30 June 2009
	Cumulative year to date 30 June 2009

	
	
	
	
	
	
	

	
	Earnings
	
	
	
	
	

	
	Net profit/(loss) for the period
	RM
	(454,512)
	(140,003)
	958,968
	(2,426,922)

	a)
	Basic 

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

	c)
	Basic earnings per share (sen)
	
	(0.25)
	(0.08)
	0.52

	(1.31)

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


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

Additional Information required by Bursa Malaysia’s Listing Requirements Paragraph 2.19.

Status of Progress of Joint Venture 
The Company through its wholly-owned subsidiary, Premium Dragon Sdn Bhd (“PDSB”) had signed a Joint Venture Agreement (“the Agreement”) on 3 September 2004 with Pelita Holdings Sdn Bhd (“PHSB”). Harn Len Pelita Bengunan Sdn Bhd (“HLPB”), the joint-venture company which is 60% owned by PDSB, was set up for the purpose of undertaking development of  several parcels of land known as Kara Ranga Engkaramut NCR Land Development Area, Bukit Bengunan, Sri Aman Division, Sarawak, comprising a gross area of approximately 23,500 hectares (‘’Land”) which is occupied by natives of Sarawak who have Native Customary Rights over the said Land (“NCR Owners) into oil palm plantations.  The plantable area of the said Land is estimated at 10,000 hectares.
The joint-venture company (“JVC”) will have initial authorized capital of RM100,000 made up of 100,000 ordinary shares of RM 1.00 per ordinary share. The paid up capital is RM5.00. The authorized capital of the JVC will be increased to RM24,000,000 made up of 24,000,000 shares of RM1.00 per ordinary share when the entire plantable Land has been developed. 
The parties to the joint-venture company are:-








% shareholdings


Premium Dragon Sdn Bhd



60


Pelita Holdings as Trustees for NCR Owners

30


Pelita Holdings Sdn Bhd



10


Total






100
As at 30 June 2010, HLPB has planted 3,381 ha of the Land with oil palm trees, of which 2,492 ha are matured. Crop production was 3,470 m/t of FFB for the period ending 30 June 2010.  

HLPB has to-date employed 197 staff and contract workers in the plantation. The plantation faces a severe shortage of workers.
The development expenditure incurred up to 30 June 2010 is as follows:-

	
	
	     RM (000’s)

	Plantation development expenditure
	
	33,335

	Roads and bridges
	
	5,494

	Buildings, equipment  machinery
	
	2,915

	Inventory and other assets
	
	1,810

	
	
	43,554

	Total cost
	
	


The financing of the development were from the following sources:-

	
	
	    RM (000’s)

	From Harn Len
	
	43,961

	Suppliers and contractors’ credit
	
	8,876

	Finance lease liabilities
	
	451

	Total
	
	53,288


The Joint-Venture parties had valued the Land at RM1,200 per hectare based on the provisional land area of 10,000 hectares. The NCR Owners will be allotted ordinary shares equivalent to sixty percent (60) of the value of the net area of the Land or equivalent to RM7,200,000. The balance forty percent (40) will be paid to the NCR Owners only in respect of those lots where individual lots survey has been completed and the rightful claimants of such lots have been identified. To date an amount of RM1,112,950 has been paid to NCR Owners. It is anticipated that the entire oil palm development and planting project will be completed by 2010. 
On 29 March 2010, a Supplemental Agreement (“SA”) to the Joint Venture Agreement was signed between Pelita Holdings Sdn Bhd and Premium Dragon Sdn Bhd to vary certain terms relating to the issuance of share capital in Harn Len Pelita Bengunan Sdn Bhd.

The salient points of the SA are :-

i) Upon surrender of the NCR Owners’ native customary rights over the said land to the

JVC and clearance and readiness of the said land for the project, the JVC shall issue 
4,800,000 shares to the respective parties to the JVC in accordance to the respective ratios agreed upon by the parties to the JVC.
ii) Upon the JVC reaching 500 hectares of planting, a further 1,200,000 shares shall be issued to
 the parties to the JVC in accordance to their respective ratios.
To date the JVC is still in the process of individual lot surveys, identifying the rightful NCR Owners and getting the rightful NCR Owners in relation to such lots to be duly certified by the relevant Tuai Rumah or Area Development Committees and approved by the Board of the JVC.
On 17 May 2010, another Supplemental Agreement (“SA II”) to the Joint Venture Agreement was signed between Pelita Holdings Sdn Bhd and Premium Dragon Sdn Bhd. The SA II relates to the increase in the area to be developed into oil palm plantation with the addition of an additional area described as Semada Block, Simunjan, Sarawak containing an aggregate area of 1136 ha to be known as “the Second Land”.  
The parties to the SAII shall procure from the Sarawak Government the alienation of the Second Land to the JVC for a period of sixty (60) years and shall fix a value at RM1,500.00 (Ringgit Malaysia One thousand five hundred only) per ha. which shall be paid as follows:

i) Upon each increase of the plantable area in the Second Land, 100% of the value of such increase (calculated on the basis of RM1,500.00 per ha.) shall be capitalized in favour of the relevant NCR owners, as the subscription amounts for the relevant number of fully-paid shares to be issued in due course to the JVC to PHSB as trustee for the relevant participating NCR Owners, at the times and in the manner specified, such that the NCR portion shall at all times represent 30% of the issued and paid-up shares in the JVC.
ii) RM480.00 (Ringgit Malaysia Four hundred and eighty only) per ha. shall be paid in cash by the JVC to PHSB as trustee for the relevant participating NCR Owners as upfront and land banking cost in respect of those plantable area of the Second Land in respect of which an individual lot survey has been completed and the rightful NCR Owner in relations to such lots have been duly identified and certified by the relevant Tuai Rumah or Area development Committees and approved by the Board of the JVC.
The total land area is now increased to 24,636 ha and the estimated plantable area will be 14,781.60 ha.
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