United Plantations Berhad

(Company No. 240-A)

Notes To The Interim Financial Report

A1)
ACCOUNTING POLICIES AND BASIS OF PREPARATION


The interim financial report is unaudited.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2001.

The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 part K of the Listing Requirements of Kuala Lumpur Stock Exchange. The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statements for the year ended 31 December 2001, except for the adoption of the following MASB standards :-

i) MASB 19, Events After The Balance  Sheet Date

Final dividends recommended after the balance sheet date but before the approval of financial statements in respect of the period covered by the financial statement are not recognized as liabilities. Accordingly, the prior year’s Balance Sheet and Changes in Equity Statement are restated. This change has no impact on the Income Statement.

ii) MASB 22 Segment Reporting

This standard does not have an impact on the Income Statement or the Balance Sheet. The Segmental Information is presented to comply with this statement.

iii) MASB 23 Impairment of Assets

The effect of adopting this standard is that a provision of RM 3.3 million is made for impairment of plant and machinery, which is included under  operating expenses.

iv) MASB 24 Financial Instruments : Disclosure and Presentation

The adoption of this standard has no impact on the Income Statement or                 the presentation of  financial instruments.

A2)
AUDIT REPORT
The audit report for the financial year ended 31 December 2001 was not qualified.

A3)
SEASONAL AND CYCLICAL NATURE OF GROUP’S PRODUCTS AND OPERATIONS

The prices  for the group’s  products are not  within  the  control of the group but determined by the global supply and demand situation with regard to edible oils.

Crop production is seasonal. Based on statistics, the group’s production of CPO and palm kernel (PK) gradually increases from March, peaking around July to September, and then declines from October to February. This pattern can be affected by severe global weather conditions such as El-Nino.

The prices obtainable for the group’s products as well as the volume of production which is cyclical in nature will determine the profits for the group.

A4)
EXCEPTIONAL AND EXTRAORDINARY ITEMS

Quoted investments were valued at fair values. As a result, an exceptional provision of RM 2.578 million was made in the current year under review.

There were no extraordinary items for the current quarter and period todate.

A5)
CHANGES IN ESTIMATES
There were no material changes to estimates made in prior periods.

A6)
EQUITY AND DEBT SECURITIES
There have been no issue of new shares, share buy-backs, share cancellation, shares held as treasury shares and re-sale of treasury shares for the quarter.

There were no issuance of debt instruments and securities during the quarter.

A7)
DIVIDENDS PAID

The following dividends were paid during the year in respect of the financial year ended 31 December 2001  :-








    31 December    31 December 









2002

2001

Ordinary :





        RM ‘000
         RM ‘000

Interim Paid

2001 – 10% tax exempt (2000 – 10% tax exempt)
       
15,151

15,151

Final Paid

2001 – 10% tax exempt (2000 – 10% tax exempt)

15,151

15,151









30,302

30,302

A8)
SEGMENTAL INFORMATION

Segmental information for the current financial year-to-date :



Plantations
Refining
Other Segments
Elimination
Consolidated



RM '000
RM '000
RM '000
RM '000
RM '000

Revenue







External Sales
       166,111 
    124,739 
                  665 
               -   
         291,515

Inter-segment Sales
         18,564 
                -   
                  780 
       (19,344)
                     -   



       184,675
    124,739
               1,445
       (19,344)
         291,515

Results







Operating Profit / (Loss)
        73,056
      (1,769)
                   110 
               -   
           71,397 

Interest Income
         4,358 
          409 
                   117 
               (2)
             4,882 

Investment Income
               -   
            -   
                   127 
               -   
                127 

Interest Expense
             (6)   
            (8)
                   (16)
               2
                (28)

Exceptional Item
               -   
            -
              (2,578)
               -   
            (2,578)

Share of net loss of
                 
               
                       
                  
                        

   Associated Companies
               -   
            -   
              (2,234)
               -   
            (2,234)

Income Taxes
       ( 21,000) 
            -   
                  ( 63) 
               -   
          (21,063)

Net Profit





           50,503 

A9)
VALUATION OF PROPERTY, PLANT AND EQUIPMENT

The valuations of land and buildings have been brought forward without amendment from the previous annual report.


A10)
EVENTS AFTER THE BALANCE SHEET DATE

There  were  no  material  events  after  the  balance  sheet  date  except  as  disclosed in Note B(8).

A11)
CHANGES IN THE COMPOSITION OF THE GROUP
As stated in the previous quarter, United Plantations (Australia) Pty Limited, in which the Group has a 30% equity interest, intend to go into voluntary liquidation . The investment has been reviewed for impairment and adequate provision had been made in the accounts for impairment.

Other than as stated above, there were no changes in the composition of the group for the quarter including business combination, acquisition, or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

A12)
CONTINGENT LIABILITIES AND CONTINGENT ASSETS


There were no contingent liabilities or contingent assets as at 27 February 2003.

B1)
DIRECTORS’ REVIEW OF GROUP’S PERFORMANCE


The group’s revenue and profit before tax for the current year under review were both higher than those of the previous year due to significantly higher prices obtained for CPO, PK and coconuts of 39%, 47% and 34% respectively.


The selling prices for the refined products had also increased during the year. However, the margins for the core refined products i.e. PK Olein and PK Stearin have eroded due to a number of  new suppliers entering the market during the year.

B2)
COMPARISON OF RESULTS WITH PRECEDING QUARTER        

The profit before tax decreased from RM 24.5 million in the preceding quarter to RM21.8 million for the quarter under review. 

The decrease in the profit before tax for the quarter was primarily due to a provision for impairment loss of RM 3.3 million in the current quarter under review.

B3)
PROSPECTS AND OUTLOOK
            We are pleased to inform you that approvals from various authorities for the acquisition of United International Enterprises (M) Berhad have been obtained.  However, approvals for the listing of new shares and the Special Issue shares are currently still outstanding.  We hope to be able to implement the acquisition proposals following the receipt of the approval in very early course.  The acquisition of the additional oil palm plantation properties of 10,392 hectares will enhance the earnings profile of the Group as well as shareholders’ value.  The properties consist of mature oil palm trees with an average age between 12 to 14 years.  With FFB yield at its peak, a steady flow of income is expected in the coming years from these new oil palm estates.  The FFB yield per hectare in these new estates is higher than the national average, as well as that of United Plantations Berhad.  Altogether, the acquisition of the estates and a state of the art palm oil mill will offer economies of scale and optimization through improved co-ordination of the resources.


The price of Crude Palm Oil will, to a large extent, depend on the forthcoming announcement of reduced import duties by the Indian Government.  Vegetable oil stocks in India are unusually low as a result of declining production.  This is expected to have an impact on the demand for Crude Palm Oil.  China has stepped up purchases of CPO and soyabean oil as reflected in the higher exports from Malaysia and South America.  However, lower than expected exports of CPO from Malaysia has put some pressure on prices over the past few weeks.


Nevertheless, we are pleased to state that substantial quantities of CPO and Palm Kernels have been sold forward at agreeable prices which should have a significant impact on the results for the year 2003.


We are of the opinion, given that the current prices on the MDEX and the forward sales of our commodities, coupled with the enhanced production of the Group’s commodities from the newly acquired estates, the results for 2003 would be an improvement from the results announced for 2002.

B4)
PROFIT FORECASTS


The Group has not issued any profit forecasts for the period under review.

B5)
TAXATION
The charge for taxation for the year ended 31 December 2002 comprises :






  Current 
Current year






  Quarter
    to date






 RM ‘000
  RM ‘000


Current taxation

    5,401
    20,063


Deferred taxation

      800        
      1,000

The effective tax rates for the current quarter and the year to date are higher than the statutory rate of 28% because of the non-deductibility of provision for investment and the losses incurred by certain subsidiaries and associated companies against the profits of the other group companies.

B6)
PROFIT ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
There were no sales of any unquoted shares and/or properties during the current quarter.

B7)
PURCHASES AND DISPOSAL OF QUOTED SECURITIES
a)  There were no purchases or sales of quoted securities for the current quarter.

b)  Details of  investments  in  quoted  securities  at  31 December 2002 are given below:

            


    (i)

         (ii)

        (iii)





At Cost
At Book Value
Market Value




RM’000
    RM’000

    RM’000

Quoted shares: 
   7,886
       5,308

       5,308

B8)
STATUS OF CORPORATE PROPOSALS

Proposed Acquisition of United International Enterprises (Malaysia) Berhad (UIEM) and Proposed Special Issue of 10,000,000 new ordinary shares of RM 1.00 each in United Plantations Berhad.

On 8th January 2003, the shareholders of the Company had approved the following :-

(i) Acquisition of 100% of the equity in UIEM from various parties and the allotment of 46,624,606 new ordinary shares of RM 1.00 each pursuant to the Proposed Acquisition;

(ii) To allot and issue upto 10,000,000 new ordinary shares of RM1.00 to Bumiputra party/parties to be identified, subject to approvals being obtained from the various authorities;

(iii) That Maximum Vista Sdn Bhd and parties connected be exempted from undertaking mandatory take-over for the remaining shares in the Company under the Malaysian code on Take-Overs and Mergers,  1998 (the Code), subject to approval from the Securities Commission and all other relevant authorities.

The Securities Commission had, on 18th February 2003, approved the waiver for the mandatory take-over  under the Code.

The Bumiputra Parties will be identified in due course.

The Company has applied to the Kuala Lumpur Stock Exchange for the listing of the new shares to be issued under the proposed acquisition and the Special Bumiputra Issue.

B9)
GROUP BORROWINGS
All  outstanding  group  borrowings  as at 31 December 2002 are unsecured, short term and  denominated in Ringgit Malaysia only.  

They consist of the following items:








RM’000

            Bank Overdrafts



     1,680
There were no long term borrowings in the group as at 27 February 2003.

B10)
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK
As at 31 December 2002, the Group had entered into forward exchange contracts to the notional amount of Danish Kroner 937,559 which matured on 5 February 2003.

B11)
MATERIAL LITIGATION
There was no material litigation as at 27 February 2003.

B12)
PROPOSED DIVIDENDS
a) The Directors recommend a final dividend of 12.5% gross less tax or 12.5 sen per share less tax (2001 – 10% tax exempt or 10 sen per share tax exempt)  in respect of the year ended 31 December 2002.

b) Total dividends declared/recommended for the year ended 31 December 2002 are :-

2002

2001

------ gross sen ------

Interim dividend :


-  7.5 % tax exempt (2001 – 10% tax exempt)
  7.5

10.0


-  5.0 % gross less tax (2001 – Nil)


  5.0

   -

Recommended final dividend


-  12.5 gross less tax (2001 – 10% tax exempt)
12.5

10.0

25.0

20.0
B13)
EARNINGS PER SHARE (EPS)

The calculation of EPS is based on group profit after taxation and extraordinary items  of RM 50,503,000 (2001 : RM 23,656,000) and the number of ordinary shares of 151,509,660 (2001 : 151,509,660) in issue during the period.

By Order of the Board

R. Nadarajan

Secretary

Jendarata Estate

36009 Teluk Intan

Perak Darul Ridzuan

Malaysia

27 February 2003

APPENDIX ‘A’

MALAYSIA’S CRUDE PALM OIL PRODUCTION AND STOCK FIGURES FOR THE YEAR 2002




     (A)



   (B)



      (C)


Months
Production
____________Stock_______________
 Export and

2002

    CPO
  
 PPO

   Total

Total disapp.




    MT

     MT

   MT

     MT

      MT


January
   935,387
685,188
566,630
1,251,818
   897,140


February
   774,012
744,222
543,469
1,287,691
   738,139


March

   892,629
645,666
523,855
1,169,521
1,010,799

April

   864,467
543,711
515,161
1,058,872
   975,116

May

   925,023
507,050
422,890
   929,940
1,053,955

June

   943,515
449,350
463,718
   913,068
   960,387

July

1,009,561
488,916
454,276
   943,192
   979,437

August

1,116,772
583,748
510,629
1,094,377
   965,587

September
1,240,961
651,732
497,431
1,149,163
1,186,175

October
1,224,856
698,189
511,105
1,210,294
1,163,725

November
1,058,677
676,585
562,142
1,238,727
1,030,244

December
   922,325
589,035
547,409
1,136,444
1,024,608


Total :
          11,908,185
  (January – Dec.  2002)
Total : 
          11,985,312


Total :
          11,803,788
  (January – Dec.  2001)
Total :
          12,009,715

Difference :        104,397




Difference :          24,403

MALAYSIA’S CRUDE PALM OIL PRODUCTION AND STOCK FIGURES FOR THE YEAR 2003




     (A)



   (B)



      (C)


Months
Production
____________Stock _______________
 Export and

2003

    CPO
  
 PPO

   Total

Total disapp.




    MT

     MT

   MT

     MT

      MT


January
   862,996
528,812
570,935
1,099,747
   899,693


Total :
               862,996
  (January 2003)

Total : 
               899,693


Total :
               935,387
  (January 2002)

Total :
               897,140

Difference :          72,391




Difference :            2,553
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