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

EXPLANATORY NOTES TO THE SECOND QUARTER INTERIM FINANCIAL REPORT FOR THE PERIOD TO 30 JUNE 2016.


PART A:  EXPLANATORY NOTES AS PER FRS 134
A1
Basis of preparation
The Group and the Company are Transitioning Entities and are within the exemption scope of MFRS 141: Agriculture and will defer the adoption of MFRS to 1 January 2018 (Note A2-Significant Accounting Policies). Accordingly, this unaudited condensed  interim financial report for the first quarter for the year ending 31 December 2016  has been prepared in accordance with the applicable disclosure provisions of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”), 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 2015. 
A2
Significant Accounting Policies
The accounting policies adopted by Group in this interim financial statement are consistent with those adopted in the Group’s audited financial statements for the financial year ended 31 December 2015. The following FRSs’, Interpretations and Amendments are adopted, where applicable for the year beginning 1 January 2016.
FRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2016.
· FRS 14, Regulatory Deferral Accounts
· Amendments to FRS 5, Non-current Assets Held for Sale and Discontinued Operations (Annual Improvements 2011-2014 Cycle)
· Amendments to FRS 7, Financial Instruments: Disclosures (Annual Improvements 2012-2014 Cycle )
· Amendments to FRS 10, Consolidated Financial Statements, FRS 12 Disclosures of Interests in Other Entities and FRS 128, Investments in Associates and Joint Ventures-Investment Entities: Applying the Consolidation Exception
· Amendments to FRS 11, Joint Arrangements-Accounting for Acquisitions of Interests in Joint Operations
· Amendments to FRS 101, Presentation of Financial Statements-Disclosure Initiative
· Amendments to FRS 116, Property, Plant and Equipment and FRS 138, Intangible Assets-Clarification of Acceptable Methods of Depreciation and Amortisation 
· Amendments to FRS 119, Employee Benefits (Annual Improvements 2012-2014 Cycle)

· Amendments to FRS 127, Separate Financial Statements-Equity method in Separate Financial Statements 
· Amendments to FRS 134, Interim Financial Reporting (Annual Improvements 2012-2014 C

FRSs, Interpretations and Amendments effective for annual periods beginning on or after 1 January 2017.

· Amendments to FRS 112, Recognition of Deferred Tax Assets for Unrealised Losses
· Amendments to FRS 107, Statement of Cash Flows - Disclosure Initiative

FRSs, Interpretations and Amendments effective for annual periods beginning on or after 1 January 2018.

· FRS 9, Financial Instruments (2014)
FRSs, Interpretations and Amendments effective from a date yet to be confirmed

· Amendments to FRS 10, Consolidated Financial Statements and FRS 128, Investments in Associates and Joint Ventures-Sale or Contribution of Assets between an Investor and its Associate or Joint Venture

The Group and the Company plan to apply the abovementioned standards, amendments and 
interpretations in the respective financial years when the above standards, amendments and 
interpretation become effective.
The initial application of a standard, an amendment or an interpretation, which will be applied prospectively or which requires extended disclosures, is not expected to have any financial impacts to the current and prior period financial statements upon their first adoption. The other standards, amendments, interpretations and improvements are either not applicable or are not expected to have any material impact on the financial statements of the Group and the Company.
The Group and the Company falls within the scope of MFRS 141, Agriculture. Therefore, the Group and the Company are currently exempted from adopting the Malaysian Financial Reporting Standards (“MFRS”) and is referred to as “Transitioning Entities”.
The Group’s and the Company’s financial statements for annual period beginning on 1 January 2018 will be prepared in accordance with the MFRS issued by the MASB and the International Financial Reporting Standards (“IFRS”).

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 climatic factors, maturity of the trees, crop stress and the frequency of fertilizing the oil palm trees.
The hotel and property have steady business throughout the year and are not affected by seasonal or cyclical factors.
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 period 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 2016.
A6
Debt and equity securities
The Company bought-back the following shares during the period under review.

	Date
	No. of shares
	Amount paid (RM)

	18 February 2016
	     74,000
	      67,888

	1 March     2016
	       1,000
	          944

	29 March 2016
	2,103,000
	1,920,609

	30 March 2016
	3,360,000
	3,052,941

	Total
	5,538,000
	5,042,382


The total shares bought-back and held as treasury shares to-date is 5,539,000
Other than the aforementioned, there were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the period under review.
A7
Dividend paid
The Company did not pay any dividend for the period under review. 
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 and trading of CPO and PK and the provision of plantation development contract 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 2016


	
	Plantations
	Property
	Corporate Head office
	Eliminations
	Consolidation

	
	RM
	RM
	
	RM
	RM

	External revenue
	93,661,276
	3,479,836
	
	
	97,141,112

	Inter-segment revenue
	16,378,604
	
	
	-16,378,604
	-

	Total  revenue
	110,039,880
	3,479,836
	
	-16,378,604
	97,141,112

	Segment results
	-6,869,739
	-2,405,339
	
	-
	-9,275,078

	Unallocated expenses
	
	
	
	
	   -6,770,400

	Profit/ (loss) from operation
	
	
	
	
	-16,045,478



	Assets
	
	
	
	
	

	Reported segment assets
	357,329,979
	107,806,573
	
	
	465,136,552

	Corporate assets
	
	
	
	
	8,319,665

	Consolidated total assets
	
	
	
	
	473,456,217


	Liabilities
	
	
	
	
	 

	Segment liabilities
	138,622,949
	4,320,812
	
	
	142,943,761

	Corporate liabilities
	
	
	
	
	39,411,882

	Total consolidated liabilities


	
	
	
	
	182,355,643



Period ended 30 June 2015
	
	Plantations
	Property
	Head Office
	Eliminations
	Consolidation

	
	RM
	RM
	
	RM
	RM

	External revenue
	90,909,087
	3,607,859
	
	
	94,516,946

	Inter-segment revenue
	15,299,246
	
	
	-15,299,246
	-

	Total revenue
	106,208,333
	3,607,859
	
	-15,299,246
	94,516,946

	Segment results
	-1,414,511
	-1,577,317
	
	-
	-2,991,828

	Unallocated expenses
	
	
	
	
	-8,908,695

	Profit/(Loss) from 
Operation
	
	
	
	
	-11,900,523


	Assets
	
	
	
	
	

	Reported segment assets
	357,838,428
	80,308,358
	
	
	438,146,786

	Corporate assets
	
	
	
	
	16,868,664

	Consolidated total assets
	
	
	
	
	455,015,450

	Liabilities
	
	
	
	
	

	Segment liabilities
	106,977,019
	2,244,528
	
	
	109,221,547

	Corporate liabilities
	
	
	
	
	27,019,359

	Total corporate liabilities
	
	
	
	
	136,240,906


A9
Significant material events during the period/ post balance sheet events
There were no material events subsequent to the end of the current interim financial period that have not been reflected in the financial statements of the period under review.
A10
Changes in the composition of the Group
A10(i)
On 12 July 2016, the Board of Directors of Harn Len Corporation Bhd (‘Harn Len”) announced 
that Harn Len had entered into a Sale and Purchase Agreement (“SPA”) with Jotech Metal 
Fabrication Industries Sdn Bhd (‘Jotech” or “Vendor”)) for the acquisition of 3 pieces of land 
together with factory buildings (‘Property’) as detailed below on an en-bloc basis free from all 
charges, liens and encumbrances for a total consideration of RM18,000,000 (“Purchase 
Consideration”) subject to the terms and conditions as contained in the SPA.

Information on the Property

a) HS(D) 238650 PTD 115794 measuring approximately 3641.7992 square metres together with a single storey detached factory annexed with 3 storey office building erected thereon and bearing postal address No. 20, Jalan Masyhur 1, Taman Perindustrian Cemerlang, 80100 Ulu Tiram, Johor

b) HS(D) 238651 PTD 115795 measuring approximately 3641.7992 square metres together with a single storey detached factory annexed with 3 storey office building erected thereon and bearing postal address No. 22, Jalan Masyhur 1, Taman Perindustrian Cemerlang, 80100 Ulu Tiram, Johor

c) GN 49112 Lot 56753 measuring approximately 3642 square metres together with a single storey detached factory annexed with 2 storey office building erected thereon and bearing postal address No. 24, Jalan Masyhur 1, Taman Perindustrian Cemerlang, 80100 Ulu Tiram

All in the Mukim of Plentong, District of Johor Bahru, State of Johor.
Restriction in interest
a) There is a restriction in interest endorsed on all the 3 land titles of the Property which read as follows:-

“ Tanah yang terkandung di dalam hakmilik ini tidak dibenarkan dipindahmilik dengan apa       cara sekalipun melainkan bangunan kilang disyarat nyata telah mula dibina mengikut pelan yang diluluskan oleh Pihak Berkuasa Tempatan yang berkenaan” (“the Restriction”)
b) In view of the fact that a factory has been constructed and completed on each of the Property, the Vendor warrants and confirms that the Restriction will not in any way prevent the registration of the transfer in favour of the Harn Len.
c) The Vendor undertakes to procure all the requisite supporting documents at its own costs and expenses in order to prove to the land authority that the condition stated in the Restriction has been complied with and to ensure the registration of transfer of the Property in favour of Harn Len can be successfully registered at the Land Office.


Information on Vendor

Jotech is a company incorporated in Malaysia and having its registered office at No. 61-B, Jalan 
Perang, Taman Pelangi, 80400 Johore Bahru. It is principally engaged in the manufacturing and 
fabrication of tools and dies and stamp metal components for electronical and consumer 
electronics industries.

Details of Acquisition


The Purchase Consideration of RM18,000,000 for the Acquisition was arrived at on a willing 
buyer willing seller basis. The basis of the Purchase Consideration was that the Property is 
freehold and located at a strategic and prime location which is easily marketable and capital 
appreciation is expected.

Vacant possession
a) The parties agree that vacant possession of the Property will not be delivered by the Vendor to Harn Len upon payment of the Purchase Price in full, together with late payment interest payable under the terms and conditions of the SPA. Instead, the Vendor will be allowed to continue to occupy the Property on an agreed monthly rental of RM120,000.00 (the “Rental”) for a period of 5 years commencing from the Completion Date with 1 month rental free fit out period.
b) It is a term in the tenancy agreement that upon commencement of the tenancy, the Vendor is required to deposit a sum equivalent to 3 months’ rent amounting to RM360,000.00 and a sum equivalent to 6 months’ rent in advance amounting to RM720,000.00 making up the total of RM1,080,000.00 (the Deposit and Advance Rental”)
c) The Deposit and Advance Rental will be deducted from the balance of the Purchase Price on the Completion Date.

d) The parties will immediately upon execution of the SPA enter into a tenancy agreement. The duly executed tenancy agreement will be deposited with Harn Len’s Solicitor who are authorized by the parties to date and submit the same for adjudication on the Completion Date.

Sale and Purchase of Property on En-Bloc basis
a) The parties agree that the purchase of the Property will be on an en-bloc (as a whole) basis, in that if the transfer of any one or more of the Property cannot be registered for any reasons whatsoever, which is not attributable to the fault of either party, the SPA will be terminated pursuant to this clause and all monies paid by Harn Len to the Vendor pursuant to this agreement must be refunded to Harn Len free of interest, within 7 days from the date of the Vendor’s or the Vendor’s Solicitors’ receipt of Harn Len’s notice of such non-registration of transfer provided always that the Property (which has been registered in Harn Len’s name) is re-transferred to the Vendor by Harn Len at Harn Len’s own cost and expenses including but not limited to the stamp duty payable for such re-transfer. Upon such termination, each party will pay his own solicitors’ costs and the stamp duties and registration fees, if incurred, will be in the account of Harn Len.
b) For purposes of the transfer of the property, the parties agree that 3 separate memorandums of transfer (“Properties MOT”) will be prepared and duly executed by the parties at the following consideration:-

i) In respect of HS(D) 238650 PTD 115794 at RM6,000,000.00

ii) In respect of HS(D) 238651 PTD 115795 at RM6,000,000.00 and

iii) In respect of GD 49112 Lot 56753 at RM6000,000.00

Source of funds


The purchase Consideration will be satisfied entirely by cash via bank borrowings and internally 
generated funds.

Liabilities to be assumed


Harn Len is not expected to assume any liabilities, including contingent liabilities and guarantees 
arising from the Acquisition.

Rationale and prospects of the Property


Harn Len intends to invest in the Property for its appreciation in value. The Property is located in 
the vicinity of factories occupied by reputable firms such as Meiban, Toyoplus, London Biscuits. 
Hence appreciation in value is foreseen. The property purchased is rented back to the Vendors for 
5 years. Rate of rentals are reasonable at 8%.

Financial effects of the Acquisition
The Acquisition will not have any effect on the issued and paid-up share capital and substantial 
shareholders’ shareholdings of Harn Len as the Purchase Consideration will be satisfied wholly 
by cash and does not involve any issuance of Harn Len shares.
Net assets (“NA”) and NA per share

The Acquisition is not expected to have any material effect on the NA and NA per share of the Harn Len Group as the Purchase Consideration will be satisfied wholly by cash and does not involve any issuance of Harn Len shares.


Earnings and earnings per share


The Acquisition is not expected to have any effect on the earnings and earnings per share of Harn for the financial year ending 31 December 2015.


Barring any unforeseen circumstances, the Acquisition is expected to contribute positively to the future earnings of the Harn Len Group for the ensuing financial years.


Gearing


The Acquisition is not expected to have a material impact on the gearing of the Harn Len Group. 

A10(ii)
On 13 July, 2016 the Board of Directors of Harn Len announced the incorporation of Harn Len Development (Jerok) Sdn Bhd (‘HLDJ”) as a 75% owned subsidiary of Harn Len (“Incorporation”).


HLDJ was incorporated on 29 June 2016 with an authorised share capital of RM400,000.00 divided into 400,000 shares of RM1.00 each, and the issued share capital of RM100.00 comprising 100 ordinary shares of RM1.00 each.

HLDJ will be principally involved in the business as general contractors.
A10(iii)
On 2 June 2016, the Board of Directors of Harn Len announced that Harn Len Management Sdn Bhd (‘HLMSB’), a wholly owned subsidiary of Harn Len, had entered into a Management Agreement (‘MA’) with Advance Pinnacle Sdn Bhd (‘APSB’) (‘ Co. No.711412-T’), for the appointment of HLMSD to manage, harvest and maintain oil palm (‘Business Activity”) on Block 19 Melikin Land, District located at Upin Area, Ensebang Quarry, Balai Ringin, Serian measuring about 1,845.451 acres and Blocks 18, 19 and 20 Melikin Land, District located atUpik, Balai Ringin, Serian measuring about 524.06 acres (‘collectively the Property’) for a period of 7 years to manage upon the terms and conditions set out in the MA.

Information on HLMSB

HLMSB is a company incorporated in Malaysia and having its registered office at 6th Floor, Johor Tower, 15 Jalan Gereja, 80100 Johor Bahru, Johor and principally engaged in its business as operators as operators of palm oil mills, estate and plantation managers, agriculturists and to act as consultants as a business.
Information on APSB
APSB is a company incorporated in Malaysia and having its registered office at 6th Floor Johor Tower, 15 Jalan Gereja, 80100 Johor Bahru, Johor and principally engaged in the business of operating oil palm plantation business.
APSB is a wholly-owned subsidiary of LNH Enterprise Sdn Bhd in which directors and major shareholders of Harn Len andpersons connected to them have an interest.

Salient terms of the MA
APSB agrees to engage HLMSB to manage the business activity of APSB for a period of 7 years (‘The Term’) commencing from1 June 2016 (‘the Commencement Date”) and expiring on 31 May 2023 (‘the Expiry Date’), and subject to an option to extend the Term (‘Extended Term’) for a further period of 3 years from the Expiry Date in accordance with the terms and conditions contained in the MA.

Payment and profit share   


HLMSB will be entitled to 50% of the operating profits generated from the Business Activity 
(‘the HLMSB Entitlement’) during the Term or Extended Term as the case may be.
Where there are no operating profits gained during the Term of the MA, each party will bear 50% of the loss suffered.

Value of Agreement and Highest Percentage Ratio Applicable
The operating profit forecast for the transaction is approximately RM14,968,000 (assuming FFB price at RM440 per metric ton) based on the professional evaluation report dated 6 January on APSB by Tropicorp Agricultural Services Sdn Bhd.

The highest percentage ratio applicable for the MA pursuant to Paragraph 10.02(g) of the MMLR is 4.59% based on the Audited Financial Statements of Harn Len as at 31 December 2015.
Rationale for the MA
The rationale of the MA is for Harn Len to have ready access and better control of the quality of FFB for its own oil mill which will translate to higher earnings and also enhance the revenue, cash flow and bottom line of the Harn Len Group.

Liabilities to be assumed

Harn Len is not expected to assume any liabilities, including contingent liabilities and guarantee arising from the MA.

Risk in relation to the MA
Apart from the normal business and operational risks, the MA is not expected to have any material risk factor in relation to the mA.

Financial effects of the MA

The MA will not have any effect on the issued and paid share capital and substantial shareholders’ shareholdings of Harn Len.
Net assets (‘NA”) and NA per share

The MA is not expected to have any material effect on the NA and NA per share of the Harn Len Group.

Earnings and earnings per share

The MA is not expected to have any effect on the earnings and earnings per share of the Harn Len Group for the financial year ending 31 December 2016.

Gearing

The MA is not expected to have a material impact on the gearing of the Harn Len Group.

A11
Contingent liabilities and contingent assets
There were no material contingent liabilities and contingent assets for the Group for the period under review.
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)
19,732

	Not contracted for and not provided for in the financial statements                                 
	24,587



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

	
	
	
	  2016
	2015

	
	
	
	(RM000’s)
	(RM000’s)

	Seri Cemerlang Plantation (Pahang) Sdn Bhd
	Affiliated company
	Rental of motor equipment
	39
	44

	Low Nam Hui and Sons Sdn Bhd
	Affiliated company
	Provision of management services
	12
	12

	LNH Enterprise Sdn Bhd
	Affiliated company
	Provision of management services
	18
	18

	Kanghui Travel Sdn Bhd
	Affiliated company
	Purchases of air tickets/insurance.
	426
	455

	Kanghui Travel Sdn Bhd
	Affiliated company
	Rental income
	19
	20

	One63 Ideas Sdn Bhd
	Affiliated company
	Rental income
	68
	67

	Advance Pinnacle Sdn Bhd
	Affiliated company
	Purchase of FFB/ seedlings
	197
	216

	Horn Len (Merakai) Sdn Bhd
	Affiliated company
	Purchase of FFB
	201
	112

	Horn Len (Semada) Sdn Bhd
	Affiliated company
	Purchase of FFB
	144
	-

	Horn Len (Merakai) Sdn Bhd
	Affiliated company
	Supply of contract services
	-
	460

	Horn Lern (Semada) Sdn Bhd
	Affiliated company
	Supply of contract services
	-
	40

	Horn Len (Merakai) Sdn Bhd
	Affiliated company
	Sales of seedlings
	149
	226

	Horn Len (Krangan) Sdn Bhd
	Affiliated company
	Sales of seedlings
	3
	-

	Horn Len (Jerok) Sdn Bhd
	Affiliated company
	Sales of seedlings
	11
	-


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 2016, the Group generated total revenues of RM97,141,112 (2015-RM94,516,946). The plantation operations contributed RM93,661,276 or 96%, (2015-RM 90,909,087 or 96%). The property divisions contributed RM3,479,836 or 4%, (2015-RM 3,607,859 or 4%). 
Plantation operations
The following are the production and sales for the period ended 30 June :-
	
	30 June 2016
	30 June 2015

	FFB produced (m/t)
	  54,904
	  66,619

	FFB processed (m/t)
	163,375
	173,979

	CPO produced (m/t)
	 31,597
	 33,089

	PK produced (m/t)
	   6,840
	  7,902

	CPO sold (m/t)
	 31,599
	32,934

	PK sold (m/t)
	  6,885
	 7,880


The average selling price of CPO was RM2,435 per m/t (2015-RM2,156per m/t), FFB was RM 444 per m/t (2015-RM367 per m/t) and for PK, it was RM2,011 per m/t (2015- RM1,535 per m/t).
Property and hotel operations 

The property operation, especially the hotel division, remained lackluster for the year to date due to intense competition from newer hotels and less visitor arrivals. The average room rate was RM75.00 (2015-RM83.00) and average room occupancy was 61% (2015-55%).
B2
Comparison of results against preceding quarter
	
	Quarter to 

30/6/2016
	Quarter to

31/3/2016
	%

	
	RM 
	RM 
	

	Revenue
	   53,929,195
	   41,430,330
	 30

	Profit /(loss) from operating activities
	  -6,127,369
	  -9,029,578
	         32


The revenue generated in the current quarter was 30% higher than the revenue achieved in the preceding quarter. The higher revenue generated was mainly due to the higher production and sales volume of FFB, CPO and PK in the current quarter compared to the preceding quarter with commodity prices trending upwards in the current quarter. An amount of 90,699 m/t of FFB was processed compared to 72,677 m/t for the preceding quarter. 17,458 m/t of CPO and 3,761 m/t of PK were produced, compared to 14,139 m/t of CPO and 3,079 m/t of PK respectively in the preceding quarter. A total of 9,476 m/t of FFB were sold at an average selling price of RM461 per m/t, compared to 6,808 m/t at an average price of RM 415 per m/t, for the preceding quarter. 3,707 m/t of PK was sold at an average price of RM2,173 per m/t compared to 3,178m/t at RM 1,821 per m/t.  A total of 17,302 m/t of CPO were sold at an average selling price of RM2,537 per m/t compared to 14,297 m/t at RM 2,313 per m/t.  
Operating costs remained high and the group incurred an operating loss of RM6,127,369 compared to a loss of RM 9,029,578 in the preceding quarter.

B3
Current year prospects
CPO price has been trending erratically due to inventory levels and lack of demand. However, the price of CPO has since stabilised at RM2,500 per m/t. The price of CPO is expected to remain at this level in the near future. However, uncertainty remains in the direction of the economy, the direction of the MYR and low world crude oil prices which will have an effect on the bio-diesel start-ups. Production cost remains high due to increase operating costs. The minimum wage will be increased by RM 100 from 1 July 2016. This will increase operating cost. 
The property operations especially the hotel division, continue to face difficult times with stiff competition and the continued decline in arrivals due to various roads and river rehabilitation work in the vicinity of the hotel. The austerity measures undertaken by the Government will also affect the business.
B4
Profit forecast
The Group did not issue any profit forecast for the year ending 31 December 2016.
 B5
Taxation

The taxation for the current quarter is as follows:-
	

	Current quarter ended 30 June 2016

	Preceding quarter ended 30 June 2015
	Current year to date ended 30 June  2016
	Preceding year to date ended 30     June 2015

	Malaysian income tax
	
	
	
	

	Current year
	-213,400
	-406,100
	-508,800

	-938,500

	0ver/ -under provision in prior years
	8,567
	-3,975
	8,567
	-3,975

	Deferred tax
	689,723
	-637,760
	2,565,935
	853,510

	Over/-Under provision in prior years
	
	
	
	

	Total
	484,890
	-1,047,835
	2,065,702
	-88,965



Deferred tax assets were provided for companies that had adjusted losses.  The losses were taken into account as there is a high probability of future profits. The Group was unable to avail itself for Group tax relief from the loss incurred by its 60% subsidiary.
B6
Notes to the Statement of Comprehensive Income

	
	Current quarter ended 30 June2016

	Preceding quarter ended 30 June
 2015
	Current year to date ended 30 June 2016
	Preceding year to date ended 30 June 2015

	
	RM000’s
	RM000’s
	RM000’s
	RM000’s

	Depreciation
	-4,930
	-4,870
	-9,790
	-9,677

	Interest expense
	-1,367
	-802
	-2,484
	-1,501

	Audit fees
	-68
	-60
	-115
	-100

	Rental paid
	-8
	-5
	-18
	-17

	Interest received
	2
	
	5
	

	Profit from sale of Fixed assets
	
	
	
	102


B7
Status of Corporate proposals
a) On 27 August 2015, a subsidiary company, Gemilang Bumimas Sdn Bhd (‘GBSB’), (‘the Vendor’), entered into a Sales and Purchase Agreement with Wintrip Sdn Bhd, (‘WSB’), (Co. no. 240522-M), (‘the Purchaser’), to dispose a piece of leasehold land known as Lot 1513 in the Bukar-Sadong Land District, Sarawak measuring 726 ha. for a  disposal consideration of RM 13,600,000.

The disposal is still not completed pending the approval from the Director, Lands and Surveys Department, Sarawak and the signing of a Supplemental Agreement between GBSB and WSB. As at date of this report vacant possession of the land had been given to the Purchaser on 1 September 2015. 
The leasehold land was classified as assets held for sale.

b) On 5 November 2015, Gemilang Bumimas Sdn Bhd (‘GBSB’) entered into a Sales and Purchase Agreement with Zhangxern Corporation Sdn Bhd (‘ZCSB’), another subsidiary of the Harn Len Group for the disposal of a piece of leasehold land known as Lot 1514 in the Bukar-Sadong Land District, Sarawak, measuring 198 ha for a disposal consideration of RM 2,368,517 to be satisfied by cash. 

The leasehold land was purchased on 1 July 2010 for RM 2,368,517. The net book value of the said land at 31 December 2015 is RM 2,146,023.

The completion date is two months from the date of the Sales and Purchase Agreement and is subject to the approval of the Director, Lands and Surveys Department, Sarawak, which has yet to be received as at to date.
B8
Group borrowings
The borrowings by the Group as at 30 June 2016 are as follows:-

	
	
	As at 30 June 2016
	
	As at 31 December 2015

	Term loans payable
	
	RM
	
	RM

	Within 12 months
	
	        667,854
	
	     265,073

	More than 12 months
	
	   37,889,073
	
	  18,434,511

	Total
	
	   38,556,927
	
	  18,699,584

	Bank overdrafts
	
	   43,509,866
	
	40,444,193

	Total
	
	  82,066,793
	
	59,143,777


	Hire purchase payable
	
	
	
	

	Within 12 months
	RM
	   3,608,603
	
	 3,510,503

	More than 12 months
	
	   5,203,774
	
	  6,449,636

	Total
	RM
	   8,812,377
	
	 9,960,139



Total borrowings
       RM          90,879,170

 69,103,916
B9
Material litigations

There was no material litigation against the company or its subsidiaries as at date of this report.

B10
Dividend payable

No dividend was announced for the current period under review

B11
Earnings per share
	
	
	
	Current quarter ended 30 June 2016
	Cumulative year  to date 30 June 2016
	Quarter ended 30 June 2015
	Cumulative year to date 30 June 2015

	
	Earnings
	
	
	
	
	

	
	Net profit/(loss) for the period
	RM
	-6,425,961
	-15,001,226
	-4,103,981
	-12,271,619

	a)
	Basic weighted average
 number of shares
	
	179,938,159
	181,777,909
	185,477,159
	185,477,159

	c)
	Basic earnings per share 
	Sen
	-3.57
	-8.25

	-2.21

	-6.62

	d)
	Diluted earnings per share
	Sen
	n/a
	n/a
	n.a.
	n.a.


B12
Realised and unrealised profits
The breakdown of retained profits of the Group as at 30 June 2016, into realized and unrealized profits, pursuant to the directive issued by Bursa Malaysia is as follows:-
	
	
	Group

	Retained profits
	
	30 June 2016
	31 December 2015

	
	
	RM000’s
	RM000’s

	Realised profit/(loss)
	
	   24,514
	   40,934

	Unrealised in respect of deferred tax recognized in income statement
	
	   -8,263
	 -10,829

	Total
	
	    16,251
	   30,105

	Add consolidation adjustments
	
	   96,736
	   97,883

	Total Group retained profits
	
	 112,987
	 127,988


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 24,636 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 10,681 hectares.
The authorized capital of the joint-venture company (“JVC”) is RM 10,000,000 made up of 10,000,000 ordinary shares of RM 1.00 per ordinary share. The paid up capital is RM 4,756,805. The authorized capital of the JVC will be increased to RM 24,000,000 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
      i)
Premium Dragon Sdn Bhd



60

     ii)
PHSB as Trustees for NCR Owners


30

    iii)
Pelita Holdings Sdn Bhd


             10




Total


           100
As at 30 June 2016, HLPB has planted 4,933 ha of the Land with oil palm trees, of which 3,757 ha are considered matured. Crop production for the year to date was 16,131 m/t of FFB (2015-18,072 m/t).  
The development expenditure and other assets and liabilities incurred up to 30 June 2016 were as follows:-

	
	
	30 June 2016
	31 December 2015

	
	
	RM000’s
	RM000’s

	Plantation development expenditure
	
	 54,090
	46,211

	Property, plant and equipment
	
	  7,522
	  7,983

	Inventory and other assets
	
	  2,904
	  2,592

	
	
	
	

	Total cost
	
	64,516
	56,786


Material Litigations:-
There was no material litigation against the company as at date of this report.
Supplemental Agreements:-
On 29 March 2010, a Supplemental Agreement (“SA”) to the Joint Venture Agreement was signed between the parties relating to the issuance of shares in Harn Len Pelita Bengunan Sdn Bhd. 4,800,000 shares or any quantum agreed upon by the parties to the JVC shall be issued, when the NCR owners surrendered their land to the JVC that had been developed by the JVC and thereafter, for every 500 ha developed, a further 1,200,000 shares shall be issued to the parties in the JVC.
On 17 May 2010, another Supplemental Agreement (“SA II”) to the Joint Venture Agreement was signed between the parties. 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 SA II 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 RM 1,500.00 (Ringgit Malaysia One thousand five hundred only) per ha. Upon each increase in planting area in the Second Land, the value of such increase calculated on the basis of RM1,500 per ha shall be capitalized as issued and paid up shares in the JVC and RM 480 per ha shall be paid to the NCR Owners when their lots have been and certified.
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