HARVEST COURT INDUSTRIES BERHAD

Company No. 36998-T

(Incorporated in Malaysia)
UNAUDITED FINANCIAL REPORT FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2009


EXPLANATORY NOTES PURSUANT TO FRS 134
A1
Basis of Preparation
The interim financial statements have been prepared under the historical cost convention except for the revaluation of investment in subsidiary companies.
This set of interim financial report is unaudited and has been prepared in compliance with Financial Reporting Standards 134: Interim Financial Reporting and Paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad, and should be read in conjunction with the Group's annual audited financial statements for the year ended 31 December 2008.

A2
Changes in Accounting Policies
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2008. 
The following are standards and IC Interpretations which are not yet effective and have not been early adopted by the Group and the Company:-

a) Amendments to FRS 1  -  First time Adoption of Financial Reporting Standards. Amendments        relating to cost of an investment in a subsidiary, jointly controlled entity or associate

b) FRS 1 ( # )   -  First time Adoption of Financial Reporting Standards
c) Amendments to FRS 2  - Share Based Payment. Amendments relating to vesting conditions and cancellations

d) Amendments  to FRS 2 ( # )  -  Share Based Payment. Amendments relating to the scope of the Standard

e) FRS 3 ( # )  - Business Combinations

f) FRS 4  -  Insurance Contracts

g) Amendment to FRS 5 - Non-Current Assets Held for Sale and Discontinued Operations. Amendment relating to disclosures of non-current assets (or disposal groups) classified as held for sale or discontinued operations

h) Amendments to FRS 5 ( # )  -  Non-Current Assets Held for Sale and Discontinued Operations. Amendment relating to the inclusion of non-current assets as held for distribution to owners in the standard

i) FRS 7  -  Financial Instruments: Disclosures

j) Amendment to FRS 7 -  Financial Instruments: Disclosures. Amendment relating to financial assets
k) FRS 8  -  Operating Segments
l) Amendment to FRS 8  -  Operating Segments. Amendment relating to disclosure information about segment assets

m) FRS 101 – Presentation of Financial Statements (Revised)

n) Amendment to FRS 107 -  Cash Flow Statements. Amendment relating to classification of expenditures on unrecognized assets

o) Amendment to FRS 108  -  Accounting Policies, Changes in Accounting Estimates and Errors. Amendment relating to selection and application of accounting policies

p) Amendments to FRS 110  -  Events After the Balance Sheet Date. Amendment relating to reason for dividend not  recognized as liability at the end of the reporting period

q) Amendment to FRS 116  -  Property, Plant and Equipment. Amendment relating to derecognition of asset

r) Amendment to FRS 117  -  Leases. Amendment relating to classification of leases

s) Amendment to FRS 118  -  Evenue. Amendment relating to Appendix of this standard and recognition and measurement.

t) Amendment to FRS 119  -  Employee Benefits. Amendment relating to definition, curtailment and settlements
u) Amendment to FRS 120  -  Accounting for Government Grants and Disclosure of Government Assistance. Amendment relating to definition and government loan at a below market rate of interest

v) FRS 123  -  Borrowing Costs (Revised)

w) Amendments to FRS 123  -  Borrowing costs. Amendment relating to exclusion of  incidental cost to borrowing

x) Amendment to FRS 127  -  Consolidated and Separate Financial Statements. Amendments relating to cost of an investment in a subsidiary, jointly controlled entity or associate

y) FRS 127 ( # )  -  Consolidated and Separate Financial  Statements

z) Amendment to FRS 128  -  Investment in Associates. Amendment relating to Impairment losses in application of the equity method and the scope of this standard

aa) Amendment to FRS 129  - Financial Reporting in Hyperinflationary Economies. Amendment relating to changing of terms used
ab)  Amendment to  FRS 131  -  Interests in Joint Ventures. Amendment relating to additional  disclosure  required for joint venture that does not apply FRS 131

ac)    Amendment to FRS 132  -   Financial Instruments:  Presentation. Amendment relating to puttable financial instruments
ad)  Amendment to FRS 134  -  Interim Financial Reporting. Amendment relating to disclosure of earnings per share

ae)  Amendment to FRS 136  -  Impairment of assets. Amendment relating to the disclosure of recoverable amount
af)     Amendment to FRS 138  -  Intangible assets. Amendment relating to recognition of an expense
ag)    Amendments to FRS 138 ( # ) -  Intangible assets. Amendments relating to the revision to FRS 3

ah)    FRS 139  -  Financial Instruments: Recognition and Measurement

ai)   Amendment to FRS 139  - Financial Instruments: Recognition and Measurement. Amendment relating to eligible hedged items, reclassification of financial assets and embedded derivatives

aj)    Investment Property. Amendment relating to inability to determine fair value reliably

ak)   IC Interpretation 9  -  Reassessment of Embedded Derivatives

al)    Amendments to IC Interpretation 9 ( # )  -  Reassessment of Embedded Derivatives. Amendments relating to the scope of the IC and revision to FRS 3
am)   IC Interpretation 10  -  Interim Financial Reporting and Impairment
an)    IC Interpretation 11 -  FRS 2 -  Group and Treasury Share Transactions
ao)    IC Interpretation 12 ( # )  -  Service Concession Arrangements

ap)    IC Interpretation 13  -  Customer Loyalty Programmes

aq)  IC Interpretation 14  -  FRS 119 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their interaction

ar)     IC Interpretation 15 ( # )  -  Agreements for the Construction of Real Estate
as)    IC Interpretation 16 ( # )  -  Hedges of a Net Investment in a Foreign Operation
at)     IC Interpretation 17 ( # )  -  Distributions of Non-cash Assets to Owners

All the above Amendments, IC Interpretations and FRSs will be effective for accounting period beginning on or after 1 January 2010, other than FRS 8 and those marked with ( # ) which will be applicable to accounting period beginning on or after 1 July 2009 and 1 July 2010 respectively. The existing FRS 1, FRS 3, FRS 127 as well as FRS 2012004   will be withdrawn upon the adoption of the new requirements that take effect on 1 July 2010.
The following are standards and IC Interpretations which are not yet effective and have not been early adopted by the Group and the Company:-

FRS 2, FRS 4, FRS 120, FRS 129, IC Interpretation 11, 12, 13, 14, 15 and 16 are not expected to be relevant to the operations of the Group and the Company. The directors anticipate that the other FRS, amendments to FRS and IC Interpretations will be adopted in the annual financial statements of the Group and of the Company for the financial year commencing 1 January 2010 and that the adoption of these new/revised FRS, amendments to FRS and IC Interpretations will have no material impact on the financial statements of the Group and of the Company in the period for initial application except for the following:
FRS 3 Business Combination

The revised standard continues to apply the acquisition method to business combinations, with some significant changes. All payments to purchase a business are to be recorded at fair value at the acquisition date, with contingent payments classified as debt subsequently re-measured through the income statement. There is a choice to measure the non-controlling interest in the acquiree at fair value or at the non-controlling interest’s proportionate share of the acquiree’s net assets. All acquisition- related costs should be expensed.
FRS 7 Financial Instruments: Disclosures

FRS 7 and the consequential amendment to FRS 101 Presentation of Financial Statements require disclosure of information about the significance of financial instruments for the Group’s and the Company’s financial position and performance, the nature and extent of risks arising from financial instruments and the objectives, policies and processes for managing capital.

FRS 123 Borrowing Costs (Revised)

FRS 123 (Revised) eliminates the option available under the previous version of FRS 123 to recognize all borrowing costs immediately as an expense. The Group and the Company shall capitalize borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset as part of the cost of that asset.
FRS 127 Consolidated and Separate Financial Statements

The revised standard requires the effects of all transactions with non-controlling interests to be recorded in equity if there is no change in control and these transactions will no longer result in goodwill or gains and losses. The standard also specifies the accounting when control is lost. Any remaining interest in the entity is remeasured to fair value, and a gain or loss is recognized in profit or loss. Losses are required to allocate to non-controlling interests, even if it results in the non-controlling interest to be in a deficit position.
FRS 139 Financial Instruments: Recognition and Measurement
FRS 139 establishes principles for recognizing and measuring financial assets, financial liabilities and some contracts to buy and sell non-financial items. By virtue of the exemption in paragraph 103AB of FRS 139, the impact on the financial statements upon first adoption of this standard as require by paragraph 30(b) of FRS 108, Accounting Policies, Changes in Accounting estimates and Errors is not disclosed, if any.

IC Interpretation 17 Distributions of Non-cash Assets to Owners

This interpretation provides guidance on accounting for arrangements whereby an entity distributes non-cash assets to shareholders either as a distribution of reserves or as dividends. The Company should measure the dividend payable at the fair value of the assets to be distributed when the dividend is appropriately authorized and is no longer at the discretion of the Company. On settlement of the dividend the difference between the dividend paid and the carrying amount of the assets distributed is recognized in profit or loss. If the dividend remains unpaid at the end of the financial year end, the dividend payable carrying amount is reviewed with any changes recognized in equity.                            

A3
Audit Qualifications
The auditors’ report on the financial statements for the year ended 31 December 2008 was not qualified.
A4
Seasonal or Cyclical Factors
The operations of the Group were not significantly affected by seasonal and cyclical factors.

A5
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows
Upon completion of Corporate Restructuring Exercise, net asset per share increased from negative asset per share of 100.59 sen as at 31 December 2008 to positive asset per share of 14.91sen as at 31 December 2009.
A6
Material Changes in Estimates
There were no changes in estimates that have had a material effect in the current quarter results.
A7
Debt and Equity Securities
As disclosed in Note B8, the effects of the Restructuring Scheme, which involve amongst others, the Right Issue with Warrants on the issued and paid-up share capital of our Company are as follows:-

	 
	No. of ordinary shares
	Par value RM
	Value……..RM
	No. of warrants

	Existing as at 10 September 2009
	        22,669,900 
	       1 
	 22,669,900 
	 

	After the Share Capital Reduction
	        22,669,900 
	  0.25 
	   5,667,475 
	 

	After the Rights Issue with Warrants
	        70,676,747 
	  0.25 
	 17,669,187 
	  48,006,847 

	After the Land Acquisition
	        92,156,747 
	  0.25 
	 23,039,187 
	  53,376,847 

	After the Debt Settlement Scheme
	      161,691,247 
	  0.25 
	 40,422,812 
	  70,760,472 


A8
Dividend Paid
There were no dividends paid for the current quarter.

A9
Segment Revenue and Results
The segmental analysis for the Group for the  financial year ended 31 December 2009 is as follows:-

	 
	Segment
	Segment

	 
	Revenue
	Results

	 
	RM'000
	RM'000

	  Timber Product Manufacturing
	6,894
	6,887

	  Property Development/Construction
	2,400
	7,381

	  Investment Holding
	-
	(2,107)

	 
	9,294
	12,161

	  Consolidation adjustment
	(61)
	-

	
	9,233
	12,161


A10
Valuation of Property, Plant and Equipment
There was no revaluation of property, plant and equipment brought forward from the previous audited financial statements as the Group does not adopt a revaluation policy on its property, plant and equipment.
A11
Material Events Subsequent to the End of Year
On behalf of the Board of Directors of HCIB, TA Securities Holdings Berhad on 15 December 2009 announced that the Company proposes to undertake the following:
1) Proposed Private Placement of up to 10% of the Issued and Paid-up Share Capital of HCIB and
2) Proposed Establishment of a New Employees’ Share Option Scheme.

Bursa Malaysia Securities Berhad had via its letter dated 29 January 2010 approved the above proposals. An Extraordinary General Meeting will be held at Lot 450, Jalan Papan, Pandamaran Industrial Area, 42000 Port Klang, Selangor Darul Ehsan on Wednesday, 3 March 2010 at 3.00p.m. or at any adjournment thereof for the purpose of considering and if thought fit, passing the resolutions of Proposed Establishment of a New Employees’ Share Option Scheme and Proposed Allocation of Options to Directors of the Group.
A12
Changes in Composition of the Group
There have been no changes in the composition of the Group for the financial year ended 31 December 2009. 
A13
Changes in Contingent liabilities/Contingent assets
There were no material changes in contingent liabilities or assets since the last annual balance sheet date.

A14
Capital commitment
There were no capital commitments incurred by the Group to any parties as at 31 December 2009.

ADDITIONAL INFORMATION REQUIRED BY APPENDIX 9B OF THE BURSA MALAYSIA SECURITIES BERHAD’S LISTING REQUIREMENTS
B1 
Review of performance
The Group's revenue for the current quarterly financial period ended 31 December 2009 increased to RM1,556,020 as compared with RM946,832 in the similar quarter of the previous  financial period ended 31 December 2008. The increase in revenue was mainly due to higher value of sales in India and Dubai .   
B2
Comparison with immediate preceding quarter
The Group generated a profit before tax of RM15,217,262 as compared to a loss before tax of RM956,396 for the immediate preceding quarter ended 30 September 2009. The increase of profit before tax in the current quarter under review was mainly due to the completion of Corporate Restructuring Exercise which resulted in the waiver of debt of RM21,003,156.   
B3
Prospects

The Group envisaged a steady growth in the markets mainly in Middle East, India and Bangladesh besides the traditional markets in Europe, Australia and America. 
B4
Variance of Actual Profit from Forecast Profit/ Profit Guarantee
This note is not applicable.

B5
Taxation
The Group’s current year effective tax rate is lower than the statutory tax rate mainly due to the utilisation of the unabsorbed losses brought forward, reversal of deferred tax  and reversal of overprovision of  taxation in previous years.
                                             Current Qtr             Corresponding Qtr     Cumulative YTD   Cumulative YTD    

RM                                       ended 31/12/09       ended 31/12/08           31/12/09             31/12/08

Current tax expenses           
 - Current year                      (7,227)                                  -                      (7,227)                       -    
               -  Prior years                             -                                       -                       68,691                       -
               Deferred tax expenses      

               - Current year                       67,000                                                          67,000

                Total                                   (59,773)                                 -                    128,464                       -   

B6
Profit/(Loss) on Sale of Unquoted Investments or Properties 

There was no disposal of unquoted investments or properties for the current quarter and financial year to date.
B7
Purchase or Disposal of Quoted Securities
(a) There was no purchase or disposal of quoted securities for the current quarter and financial year to date.

(b) There was no investment in quoted securities as at the end of the financial year.
B8
Status of Corporate Proposals & Utilisation of Proceeds 
During the fourth quarter of 2009, the Company completed its Restructuring Scheme. The Restructuring Scheme together with the Rights Issue with Warrants comprises the following exercises, which are inter-conditional:

(i)   Capital Reconstruction 

       The Capital Reconstruction comprising:

(a) share capital reduction pursuant to Section 64(1)(b)  of the Act involving the reduction of the par 

value of each existing ordinary share of HCIB from RM1.00 to RM0.25 via the  cancellation of   RM0.75 of the par value and the utilisation of the credit arising therefrom to set-off the accumulated losses of HCIB; and

(b) reduction of the share premium account of HCIB of RM873,000 pursuant to Section 64(1) and 

60(2) of the Act and the utilisation of the credit arising therefrom to set-off the accumulated losses of HCIB.

The Share Capital Reduction and Share Premium Reduction were effected on 9 October 2009 upon the lodging of the High Court Order dated 25 August 2008 with the Registrar of Companies. On 9 October 2009, PM, Securities on behalf of the Company, announced that the existing ordinary shares of HCIB will be traded on Bursa Securities with a reduced par value of RM0.25 per ordinary shares of HCIB on 23 October 2009, 9.00 a.m.

(ii) Amendments 

         Increase in authorised share capital from RM25,000,000 comprising 25,000,000 HCIB Shares to  

         RM100,000,000 comprising 400,000,000 New HCIB Shares in connection with the Restructuring  

         Scheme and consequential amendments to the Company’s Memorandum of Association. The   

         Amendments were completed on 9 October 2009 upon the lodging of the prescribed forms with 

         The Registrar of Companies.

(iii) Exemption 

          Exemption from the obligation to undertake a take-over offer for the remaining ordinary shares of 

          RM0.25 each in HCIB not already owned by Ng Swee Kiat and Parties Acting in Concert with him 

          Under Practice Note 2.9.1 of the Malaysian Code on Take-Overs and Mergers, 1998. Approval 

          From the non-interested shareholders for the Exemption was obtained on 19 December 2007 and   
          the approval of the SC was obtained on 24 December 2007.

(iv) Land Acquisition
          On 17 January 2007, the Company entered into the Land Acquisition SPA to acquire the following 

          leasehold industrial land:

(a) HS(D) 68859, PT No. 452, Mukim and District of Klang, State of Selangor Darul Ehsan from       Ng Chuan Seng@ Ng Teck Huat (NCS) for a purchase consideration of RM1,700,000. The NCS Land measures 3.00 acres and has a lease term expiring on 13 January 2030;

(b) HS(D) 15172, PT No. 450 and HS(D) 21781, PT No. 451, Mukim and District of Klang, State of Selangor Datul Ehsan from Port Klang Jetty Sdn Bhd (PKJSB) for a total purchase consideration of RM2,830,000. The PKJSB Land measures 5.00 acres in total and has a lease term expiring on 13 January 2030; and

(c) HS(M) 20042, PT No. 10568, Mukim and District of Klang, State of Selangor Darul Ehsan from Wangsa Kinta Sdn Bhd (WKSB) for a purchase consideration of RM840,000. The WKSB Land measures approximately 1.48 acres and has a lease term expiring on 5 August 2050.

The total purchase consideration will be entirely satisfied via the issuance of 21,480,000 New HCIB Shares at an issue price of RM0.25 per New HCIB share together with 5,370,000 Warrants on the basis of one (1) Warrant for every four (4) New HCIB Shares. The number of New HCIB Shares and Warrants to be issued to each of the Land Vendors are as follows:

Land Vendors                                                           No. of New HCIB               No. of Warrants

                                                                                   Shares to be issued          to be issued
        NCS                                                                            6,800,000                           1,700,000
        PKJSB                                                                      11,320,000                           2,830,000
        WKSB                                                                         3,360,000                              840,000

                                                                                          21,480,000                           5,370,000
 The above shares and warrants were issued on the 26 November 2009.
(v) Debt Settlement Scheme
   Settlement of debts owing to the Bank Lenders and statutory creditors of the HCIB Group  amounting to RM46,334,085 and RM1,684,878 respectively as at 31 December 2008.
   The outstanding debts owing to the Bank Lenders would be settled based on the following:

                                                                                                                  RM

   Proceeds from the Rights Issue with Warrants                                  1,351,684

   Issuance of New HCIB Shares with Warrants                                   17,383,625

   Proceeds from the Disposal of Linggi Land (1)                                                        8,700,000
    Debts to be waived by Bank Lenders                                                 18,898,776
Total                                                                                                    46,334,085
(vi)     Rights Issue
Renounceable Rights Issue of 48,006,847 New Ordinary Shares of RM0.25 each in HCIB (“Rights Shares”) together with 48,006,847 free warrants (“Warrants”) on the basis of thirty six (36) Rights Shares with thirty six (36) free warrants for every seventeen (17) HCIB Shares held at 5.00p.m. on 26 October 2009 after the Capital Reconstruction at an issue price of RM0.25 per Rights Share (Rights Issue with Warrants”)
At the close of acceptance and payment of Rights Issue with warrants at 5.00p.m. on 13 November 2009, the total acceptances and excess applications received for the Rights Issue with Warrants were 56,872,336 Rights Shares with Warrants. This represents an excess application of approximately 18.47% over the 48,006,847 Rights Shares with Warrants available for subscription under the Rights Issue with Warrants.
On behalf of the Board of Directors of HCIB, PM Securities Sdn Bhd has written to Bursa Malaysia Securities Berhad on the 1 December 2009 to announce that the Restructuring Scheme has been completed on the even date. Bursa Malaysia Securities Berhad has via its letter dated 2 December 2009 informed that the upliftment of the Company from PN17 status will be effective on 3 December 2009.

B9
Group Borrowings and Debts Securities
Group’s borrowings as at 31 December 2009 were as follows:
	
	
	RM’000

	( a )
	Secured Borrowings 
	388

	 
	Unsecured Borrowings 
	-

	 
	
	         388 

	 
	 
	 

	( b )
	Long Term Borrowings
	49

	 
	Short Term Borrowings
	         339

	 
	
	388          

	 
	 
	 

	( c )
	All In Local Currencies (RM)
	388 

	
	
	


B10
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk at the date of this report.

B11
Changes in Material Litigation
There were no changes in material litigation, including the status of pending material litigation since the last annual balance sheet date of 31 December 2008, except as disclosed below:

A suit was filed by Kilang Papan Galas Setia (Kelantan) Sdn Bhd against the Company for the alleged  sum of RM428,827 in respect of the disputed raw material sold and delivered to the Company.  The Directors are of the opinion that these claims are unlikely to succeed and will not give rise to liabilities that would have material effects on the Group’s financial position.  No provision has been made in relation to these claims in the financial statements.

B12
Dividends - Proposed, Recommended or Declared
There were no dividends proposed, recommended or declared for the financial year ended 31 December 2009.
B13
Profit/ (Loss) Per Share
(a) Basic
Basic profit per share is calculated by dividing the net profit/ (loss) for the period by the weighted average number of ordinary shares in issue during the period.

	
	Current
	Current

	
	Quarter
	year to date

	Profit attributable to ordinary equity holders of   the parent (RM)
	15,277,035
	12,160,589

	
	
	

	Weighted average number of shares
	75,558,456
	36,381,595

	
	
	

	Basic profit per share (sen) 
	20.22     
	33.43


The diluted profit per share is not calculated as the average market price as at 31 December 2009 is lower than the warrant exercise price, therefore there will be no dilutive effect.
