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 2002.

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 2002, except for the adoption of the following MASB standard :-

MASB 25 Income Taxes

Deferred tax liability is recognized for all taxable temporary differences existing at the balance sheet date. The prior year’s Balance Sheet and Changes in Equity Statement are restated for the effect of adopting this MASB.

A2)
AUDIT REPORT
The audit report for the financial year ended 31 December 2002 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

There were no exceptional or 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
During the quarter, the company issued 34,959,448 and 11,665,158  ordinary shares of RM1.00 each at an issue price of RM3.97 per share and RM3.78 per share respectively as part consideration for the acquisition of United  International Enterprises (M) Bhd.

There have been no  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 during the quarter.

A7)
DIVIDENDS PAID

The following dividends were paid during the quarter in respect of the financial year ended 31 December 2002  :-

Ordinary :




         RM ‘000
         

Interim Paid

-   7.5% tax exempt 



       
11,363



         
-   5% less 28% tax




  5,455




16,818


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
         65,238
      34,540
                    36
               -   
          99,814

Inter-segment Sales
           1,598
                -   
                  233 
       (  1,831)
                     -   



         66,836
      34,540
                  269
       (  1,831)
          99,814

Results







Operating Profit / (Loss)
        31,975
      (   219)
                     37
               -   
           31,793 

Interest Income
          1,462 
            47
                     27
               -
             1,536 

Investment Income
               -   
            -   
                   303 
               -   
                303 

Interest Expense
             (44)   
            (2)
                     (2)
               -
                (48)

Provision for investments
               -   
            -
                   (71)
               -   
                (71)

Share of net loss of
                 
               
                       
                  
                        

   Associated Companies
               -   
            -   
                 (469)
               -   
              (469)

Income Taxes
        ( 9,045) 
            -   
                  ( 30) 
               -   
         (  9,075)

Profit after tax 

               -
            -
                     -
               -
          23,969

Pre-acquisition profits





         (  5,976)

Profit  attributable to

   shareholders





           17,993

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
The company completed the acquisition of the 100 % equity interest in United International Enterprise (M) Berhad (UIEM) on 25 March 2003.

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 12 May 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 :

(i)
acquisition   of   UIEM  which  contributed  RM 16 million  in  revenue  and RM 9.6 million in profit before tax 

(ii)
higher prices obtained for CPO, PK and coconuts of 38%, 39% and 5% 
respectively.


(iii) 
the volume and selling prices for the refined products had increased during the current period as compared with the corresponding period. However, margins have come under increasing pressure from increased competition.

B2)
COMPARISON OF RESULTS WITH PRECEDING QUARTER        

The profit before tax increased from RM 21.8 million in the preceding quarter to RM33.0 million for the quarter under review. 

The increase in the profit before tax for the quarter under review was primarily due to the acquisition of UIEM in the current quarter which contributed RM 9.6 million to the group profits.

In addition, there were savings of RM 3.2 million and RM 0.7 million in provisions for impairment loss and investments respectively. Furthermore, the results of the associated companies improved by RM 0.9 million.

B3)
PROSPECTS AND OUTLOOK
UP Bhd’s acquisition of UIEM, which comprises 10,392 hectares will enhance the shareholders’ value, as well as the earning profile of the Group. The property consists 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 the new oil palm property. The FFB yield per hectare at UIEM of 28MT is higher than the national average of 22MT/Hectare while that of United Plantations Berhad is 25.6MT/Hectare. Altogether, the acquisition of UIEM, including a state of the art palm oil mill, will offer economies of scale and optimization through improved co-ordination of the resources.

With the positive news from the Indian government announcing a reduction of the import tax on RBD palm oil and RBD palm olein, we expect Indian import requirements to be raised substantially. Vegetable oil stocks in India are low and the anticipated production has not lived up to the full expectations due to bad weather conditions.

Soya bean prices on the Chicago Board of Trade have increased substantially due to logistic problems in the evacuation of the large South American production and related exports, which has resulted in a better than expected demand for US-soya bean. This has resulted in a larger differential between palm oil and soya bean oil prices,  which in turn has promoted increased demand for palm oil.

The abovementioned facts have cushioned the downtrend in palm oil prices experienced in the last few months, and as a result, we do foresee palm oil prices to remain at current levels during the 2nd half of the year. 

We believe that with the enhanced production from the newly acquired property, coupled with the forward sales at agreeable prices, the results for 2003 would be an improvement from the results 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 quarter ended 31 March 2003 comprises :






 


 Current 
Current year







  

  Quarter
    to date







 

 RM ‘000
  RM ‘000

Current taxation                     

 
     
   
     9,450
       9,450

Deferred taxation

     

                   
      (375)       
        (375)










     9,075
       9,075

Profit before taxation             




   33,044
    33,044


Tax at the statutory income tax rate of 28 %

  
     9,252
      9,252


Tax effects of expenses not deductible / 

   (income not taxable) in determining taxable profit :                         


   Provision for investments
        


                      20
           20


   Losses of subsidiaries

        

         
           62
           62


   Share of losses of associated companies

        
         131
         131


   Depreciation on non-qualifying assets


          90
           90


   Entertainment and other expenses  



          68
           68


   Acquisition of land by government 

          
 
       (288)
       (288)


   Claims for reinvestment allowance and research 

                and development   




         
       (224)
       (224)


   Exempt dividends





         (36)                 (36)
Tax expense





     
    (9,075)
    (9,075)
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 March 2003 are given below:

            


    (i)

         (ii)

        (iii)





At Cost
At Book Value
Market Value




RM’000
    RM’000

    RM’000

Quoted shares: 
  22,810
      12,620

      12,620

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.

The 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 was completed on 25 March 2003. These shares were listed on the Kuala Lumpur Stock Exchange (KLSE) on 4th April 2003.

Pursuant to the Company’s Proposed Special Issue, the Company signed Conditional Subscription Agreements with Perbadanan and various Bumiputra  parties, including Bumiputra directors of the company and UIEM. The Board recommended an allocation of 500,000 shares to each bumiputra director of the company and UIEM totalling 2,500,000 shares, 500,000 shares to a bumiputra person connected to a director and 2,000,000 shares to a major shareholder.

The Special Issue is pending approval by the Ministry of International Trade and Industry for the recognition of the Bumiputra Investors and their shares allocations. The allocation of the Special Issue shares to the directors, to a person connected to a director and major shareholder is also subject to the approval of the shareholders at an Extraordinary General Meeting  to be convened.

The Company will apply to the KLSE for the listing of the Special Issue shares once the relevant approvals have been obtained.

B9)
GROUP BORROWINGS
All  outstanding  group  borrowings  as at 31 March 2003 are unsecured, short term and  denominated in Ringgit Malaysia only.  

They consist of the following items:








RM’000

            Bank Overdrafts



        860


Bankers acceptances



     1,540
There were no long term borrowings in the group as at 12 May 2003.

B10)
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK
There were no  off  balance sheet items as at 12 May 2003.

B11)
MATERIAL LITIGATION
There was no material litigation as at 12 May 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, subject to the approval of the shareholders.

b) No interim dividends have been declared or proposed for the interim financial period under review.

B13)
EARNINGS PER SHARE (EPS)

The calculation of EPS is based on group profit after taxation,  extraordinary items  and pre-acquisition profits of RM 17,993,000 (2002 : RM 7,597,000) and the weighted average number of ordinary shares of 154,617,967 (2002 : 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

12 May 2003
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