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EXPLANATORY NOTES PURSUANT TO FRS 134
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Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with FRS 134:
Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia
Securities Berhad (“Bursa Malaysia”).

The interim financial statements should be read in conjunction with the audited financial statements for
the year ended 31 December 2010. The explanatory notes attached to the interim financial statements
provide an explanation of events and transactions that are significant to an understanding of the
changes in the financial position and performance of the Group since the year ended 31 December
2010.

The interim financial information for the three months ended 31 March 2011 has been reviewed by the

Company’s auditors in accordance with International Standards on Review Engagements 2410 —
Review of Interim Financial Information performed by the Independent Auditor of the Company.

Changes in Accounting Policies

Basis of accounting

The financial statements of the Group have been prepared on the historical cost convention except as
disclosed in the notes to the financial statements and in compliance with Financial Reporting Standards
and the Companies Act, 1965 in Malaysia.

During the financial period, the Group have adopted the following applicable new Financial Reporting
Standards (“FRSs") , revised FRSs, Issues Committee (“IC") Interpretations and amendments to FRSs,
issued by the Malaysian Accounting Standards Board that are mandatory for the current
financial period:-

Amendments to FRS 132 Financial Instruments: Presentation

FRS 1 First-time Adoption of Financial Reporting Standards

FRS 3 Business Combinations

FRS 127 Consolidated & Separate Financial Statements

Amendments to FRS 2 Share-based Payment

Amendments to FRS 5 Non-current Assets Held for Sale and Discontinued Operations
Amendments to FRS 138 Intangible Assets

IC Interpretation 12 Service Concession Arrangements

IC Interpretation 16 Hedges of a Net Investment in a Foreign Operation

IC Interpretation 17 Distributions of Non-cash Assets to Owners

Amendments to IC Interpretation 9 Reassessment of Embedded Derivatives

Amendment to FRS 1 Limited Exemption from Comparative FRS 7 Disclosure for First-time
adopters

Amendment to FRS 7 Improving Disclosures about Financial Instruments

IC Interpretation 4 Determining whether an Arrangement contains a Lease

IC Interpretation 18 Transfers of Assets from Customers

Amendments to FRSs contained in the documents entitled “Improvements to FRSs (2010)”

The revised FRSs are either not applicable to the Group or the adoption did not result in significant
changes in accounting policies of the Group and did not have significant impact on the financial position
and performance of the Group.
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The Group have not adopted earlier the following new FRSs, revised FRSs, Issues Committee (“IC")

Interpretations, amendments to FRSs and IC Interpretations, which have been issued as at the date of
authorisation of these financial statements and will be effective for the financial periods as stated below:-

Effective date for financial
periods beginning on or after

IC Interpretation 19 Extinguishing Financial Liabilities 1 July 2011
with Equity Instruments

Amendments to IC Prepayment of a Minimum Funding 1 July 2011

Interpretation 14 Requirement

IC Interpretation 15 Agreements for Construction of 1 January 2012
Real Estate

FRS 124 Related Party Disclosures 1 January 2012
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The initial applications of the above applicable new FRSs, revised FRSs, IC Interpretations,

amendments to FRSs and IC Interpretations is not expected to have any material impact on the financial

statements of the Group, except as discussed below:-

0] FRS 127: Consolidated and Separate Financial Statements
This Standard supersedes the existing FRS 127 and replaces the current term ‘minority interest’
with a new term ‘non-controlling interest’ which is defined as the equity in a subsidiary that is not
attributable, directly or indirectly, to a parent. Accordingly, total comprehensive income shall be
attributed to the owners of the parent and to the non-controlling interest, even if this results in the
non-controlling interest having a deficit balance.
Changes in the Group’s ownership interest in a subsidiary that do not result in a loss of control
are accounted for as equity transactions. If the Group loses control of a subsidiary, any gains or
losses are recognised in profit or loss and any investment retained in the former subsidiary shall
be measured at its fair value at the date when control is lost.
The Group re-phrased its minority interest as non-controlling interest and remeasured the non-
controlling interest prospectively in accordance with the transitional provisions of the revised
FRS127.

Audit Qualifications

The auditors’ report on the financial statements for the year ended 31 December 2010 was not qualified.

Seasonal or Cyclical Factors

The operations of the Group were not significantly affected by seasonal and cyclical factors.

Unusual Items Affecting Assets, Liabilities, Equi ty, Net Income or Cash Flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flows because of
their nature, size or incidence for the financial year under review.

Material Changes in Estimates

There were no changes in estimates that have had a material effect in the current quarter results.
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Debt and Equity Securities

Save as below, there were no issuance, cancellations, repurchases, resale and repayment of debt or
equity securities for the period ended 30 September 2011.

On 24" March 2010 a total of 5,879,000 employee share option to subscribe for ordinary shares of RM
0.25 each was offered to staff and directors of the of the Group.

on 5" July 2011 an additional amount of 6,700,000 ordinary shares of RM 0.25 each under the
employee share option scheme was offered to staff and director of group.

Subsequent to the quarter ended 30 September 2011, a total of 8,932,900 ordinary shares under the
employee share option was subscribed and allotted to staff and director of the group.

Dividend Paid

There were no dividends paid for the current quarter.

Segment Revenue and Results

The segmental analysis for the Group for the financial period ended 30 September 2011 is as follows:-

Timber Investme nt Adju stme nt
produ ct Property holding and and
manufacturing develop ment others elimination  Consolidated

RM’000 RM'000 RM’000 RM’000 RM’000
REVENUE
External sales 8,729 - - - 8,729
Inter-segment - -
sales 307 (307) -
Total revenue 9,036 - - (307) 8,729
RESULTS
Segment results 19 10 (297) (734) (902)
Interest income - - - - -
Interest expense (33) - (1) - (34)
Loss before
taxation (14) 10 (198) (734) (902)
Taxation (29) 12 - - (34)
Net loss for the
financial year (43) 22 (198) (734) (953)
Additions to non-
current assets 14,042 - - - 14,042
Segment assets 41,191 382 17,864 (17,468) 41,969
NON-CASH
EXPENSES/
(INCOME)

Depreciation of

property, plant and

equipment 655 - 274 - 929
Gain on disposal of

property, plant

and equipment (23) - - - (23)
Impairment on

other receivables - - 365 - 365
Unrealised Gain on

foreign exchange 1 - - - 1
Reversal of

impairment on

investment in

subsidiary

companies - - (1,287) 1,287 -
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Valuation of Property, Plant and Equipment

The carrying value of Property, Plant and Equipment is based on a valuation carried out on 28
April 2011 by independent qualified valuers less depreciation. The valuation surplus is credited to
the re- valuation reserve.

Material Events Subsequent to the End of the Perio  d

There were no material events subsequent to the end of the current quarter, save and except for those
mentioned in Note B8 and below.

. On 25 October 2011, Harvest Lumber Sdn Bhd (HLSB), a wholly-owned subsidiary of HCIB entered

into agreement with Husham Trade Company of Ismet Inonu Blv. Cankaya Mah, Panorama Apt. No
116 Kat: 4 No.7 33070 Mersin / Turkey whereby Harvest Lumber Sdn Bhd agreed to sell and
Husham Trade Company has agreed to buy the following goods:-

a. Solid Meranti Timber Door with MDF Panel
b. Solid Meranti Frame c/w Veneered Meranti
c. Solid Meranti Architrace (No finger-joint and lamination)

The total contract amount of the Agreement is RM6,100,000 and the delivery period for the above
said goods shall be six (6) months from the date of receipt of deposit from Husham Trade Company

ON 25 October 2011, HLSB has accepted the letter of Award by Sagajuta (Sabah) Sdn Bhd
(Sagajuta) for the supply of door leaves to 1 Sulaman and 1 Likes project in Kota Kinabalu, Sabah.
The contract amount is RM 7,032,979 for a duration of two (2) years.

Harvest Court Development Sdn Bhd (HCDSB), a wholly-owned subsidiary of Harvest Court
Industries Berhad has on 8 November 2011 accepted the Letter of intent for the design and built for
proposed construction and completion of 28 storey Medium Cost Apartment (950 units), 2 storey
shop office (8 units), 1 level Common Facilities Podium and 5 level Car Parking Floors called Gold
Tower on Parcel 3 at Lot CL No. 015080145 & 015026392 Jalan Sulaman, District of Kota Kinabalu,
Kuala Menggatal, Sabah. The contract amount is subject to a maximum of RM 129,000,000 for a
duration of 2 % years.

On 14 November 2011, HCDSB has accepted the Letter of intent for the Design, Procurement,
Manufacture, Construction & Commissioning of the Proposed Plup & Paper Plant to Process Oll
Palm EFP at PT 1451 HS(D) 11839, Mukim Serting Ulu, Daerah Jempol, Negeri Sembilan. The

contract amount is subject to the maximum of RM70,000,000 for a duration of 12 months for
Package 1 and 24 months for Package 2.

Changes in Composition of the Group

There have been no changes in the composition of the Group for the financial period ended 30
September 2011.

Changes in Contingent liabilities/Contingent as sets

Save as B11, there were no material changes in contingent liabilities or assets since the last annual
balance sheet date.

Capital commitment

There were no capital commitments incurred by the Group to any parties as at 30 September 2011.
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Review of performance

The Group's revenue for the current quarterly financial period ended 30 September 2011
increased to RM 2,639,871 as compared with RM1,606,491 in the similar quarter of the previous
financial period ended 30 September 2010. The increase in timber product manufacturing revenue
was mainly due to higher sales in terms of volume and value to India and Middle East.

Comparison with immediate preceding quarter

The Group generated a loss before tax of RM 281,725 as compared to a profit before tax of RM 188,317
for the immediate preceding quarter ended 30 June 2011. The increase of loss before tax in the
current quarter under review was mainly due to increase in Cost of Sales, Administrative expenses,
Selling and distribution expenses and Finance Cost.

Prospects

The Group envisaged a steady growth in the timber door markets mainly in Iraq and India.The
Group also recently embarked on to the construction industry, through its wholly-owned subsidiary
Harvest Court Development Sdn Bhd as per Note A11.

Variance of Actual Profit from Forecast Profit

This note is not applicable.

Taxation

The provision for taxation for the current quarter and financial year to date was due to under provision of
taxation in previous years.

Profit/(Loss) on Sale of Unquoted Investments or Pr  operties

There were no disposal of unquoted investments or properties for the current quarter
and financial year to date.

Purchase or Disposal of Quoted Securities

(@) There was no purchase or disposal of quoted securities for the current quarter and financial
period to date.

(b)  There was no investment in quoted securities as at the end of the financial period.

Status of Corporate Proposals

Save as below, there were no corporate proposals that have been announced but not yet completed
during the period under review.

On 24™ March 2010 a total of 5,879,000 employee share option to subscribe for ordinary shares of RM
0.25 each was offered to staff and directors of the of the Group.

on 5" July 2011 an additional amount of 6,700,000 ordinary shares of RM 0.25 each under the
employee share option scheme was offered to staff and director of group.

Subsequent to the quarter ended 30 September 2011, a total of 8,932,900 ordinary shares under the
employee share option was subscribed and allotted to staff and director of the group.

On 13 July 2011, TA Securities Holdings Berhad announced that the Company proposes to undertake a
proposed renounceable rights issue of up to 82,291,281 new ordinary shares of RMO0.25 per
share together with up to 41,145,641 free detachable warrants in HCIB on the basis of two Rights
Share and one Rights Warrants for every six existing HCIB Share held as at an entitlement date to be
determined later.
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Group Borrowings and Debts Securities

Group’s borrowings as at 30 September 2011 were as follows:
RM’'000

(a) Secured Borrowings 220
220

(b) Short Term Borrowings 220
220

(c) AllIn Local Currencies (RM) 220

Off Balance Sheet Financial Instruments

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

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 2010, 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 timber sold and delivered to the Company. The Company
had resisted the claim on the grounds, inter alia, that the timber supplied
by Kilang Papan Galas Setia (Kelantan) Sdn Bhd which was not in
accordance with the quality or the size ordered was rejected by the
Company for which Debit Notes were issued to Kilang Papan Galas Setia
(Kelantan) Sdn Bhd.

The Shah Alam High Court on 8 July 2011 entered judgement against the Company in the sum of
RM428,827 together with interest thereon at the rate of 8% per annum from 22 November 2000 to
8 July 2011 and at 4% per annum thereafter to the date of payment. The Learned Judge further
ordered costs to be taxed.

The Company has been advised to lodge an appeal against the said decision which was done on 27
July 2011. The Company has been advised that there are merits in the appeal.

Dividends - Proposed, Recommended or Declared

There were no dividends proposed, recommended or declared for the period ended 30 September
2011.

Loss Per Share

(a) Basic

Basic profit/(loss) per share is calculated by—dividing—the—netlossfortheperied-by-the

weighted average number of ordinary shares inissue during the period

Current Current
Quarter Year to date

Profit/ (Loss) attributable to ordinary equity holders of the (279,346) (957,194)
parent (RM)

Weighted average number of shares 171,922,373 171,922,373



Basic profit/(loss) per share (sen) (0.16) (0.56)

The diluted loss per share is not calculated as the average market price as at 30 September 2011 is lower than the
warrant exercise price of RM0.25 each, therefore there will be no dilutive effect.
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B14 Disclosure of realised and unrealised profits/I

0sses
As at 30 Sep 2011 As at 31 Dec 2010
RM'000 RM'000
Total accumulated losses of the group
- Realised (17,502) (18,939)
- Unrealised (2,358) (76)

(19,860) (19,015)




