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. Previously, deferred tax liability was provided for on account of timing differences only to the extent that a tax liability was expected to materialise in the foreseeable future. The prior year’s Balance Sheet and Changes in Equity Statement are restated for the effect of adopting this MASB.

A2)
AUDIT REPORT
The auditor’s report on the financial statements 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 previous 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.

In the current quarter, the company issued 1,400,000 ordinary shares of RM 1.00 each at an issue price of RM 3.41 as part of a Special Issue to Bumiputra Parties for purpose of meeting the Bumiputra equity participation under the National Development Policy of Malaysia.

There have been no  share buy-backs, share cancellation, shares held as treasury shares and re-sale of treasury shares for the period.

There were no issuances of debt instruments during the period.

A7)
DIVIDENDS PAID

The following dividends were paid during the period 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
        135,137
      81,903
                  107
               -   
         217,147

Inter-segment Sales
           7,792
                -   
                  521 
       (  8,313)
                     -   



        142,929
      81,903
                  628
       (  8,313)
         217,147

Results







Operating Profit / (Loss)
          62,710
      (   713)
                   100
               -   
           62,097 

Interest Income
           2,009 
            69
                     56
               -
             2,134 

Investment Income
               -   
            -   
                   696 
               -   
                696 

Interest Expense
            (590)   
            (7)
                     (4)
               -
               (601)

Provision for investments
               -   
            -
                    67
               -   
                  67

Share of net losses of

   Associated Companies
               -   
            -   
              (3,133)         
               - 
            (3,133)            

Income Taxes
        (18,340) 
            -   
                  ( 77) 
               -   
         ( 18,417)

Profit after tax 

               -
            -
                     -
               -
           42,843

Pre-acquisition profits





         (  5,976)

Profit  attributable to

   shareholders





           36,867

A9)
VALUATION OF PROPERTY, PLANT AND EQUIPMENT

The valuations of land and buildings have been brought forward without amendment from the financial statements for the year ended 31 December 2002.

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.

On 28 June 2003, United Plantations (Australia) Pte. Ltd., a 30 % owned associated company was placed under voluntary liquidation. The net investment after provision for impairment loss is classified as other ordinary investment as at 30 June 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 21 August 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 39 million  in  revenue  and  RM 22 million in profit before tax  for the current period.

(ii)
higher production of CPO, PK and coconuts of 4%, 7% and 12% respectively  at the company level combined with higher prices obtained for CPO, PK and coconuts of 27%, 25% 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 decreased from RM 33.0 million in the preceding quarter to RM28.2 million for the quarter under review. 

The decrease in the profit before tax for the quarter under review was primarily due to  the :-

(i) provision  for  impairment loss in associated  companies of  RM 2.7 million ;

(ii) increase in amortisation of RM 1.7 million attributable to the acquisition of UIEM’s properties at fair values ; and 

(iii) increase in finance cost of RM 0.6 million attributable to the Promissory Note.

B3)
PROSPECTS AND OUTLOOK
Palm oil production increased substantially in July compared to production achieved in earlier months. Following the normal cyclical patterns for CPO production, August, September and October will be peak cropping months. In anticipation of the coming increase in production, downward pressure on CPO prices have occurred lately bringing  MDEX to a new low for the year todate. 

Nevertheless it is pleasing to note that prices are recovering from those lows. Reports indicate that the downward pressure is unjustified as supply and demand fundamentals look positive in spite of the fact that CPO production in Malaysia and Indonesia will reach a new high this year. Export demand has been stronger as shown by export figures for January to June todate. Demand is expected to remain high, driven by demand from China, India and other countries. Reports suggest that downward pressure is expected on Soybean prices in Chicago, in the short term. But this bearish sentiment would be compensated by other bullish developments in the world edible oil market. 

We are pleased to inform you that we have sold further quantities forward at very favourable prices and we are optimistic that the results for 2003 will be better than the results achieved last year.

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 30 June 2003 comprises :






 


 Current 
Current year







  

  Quarter
    to date







 

 RM ‘000
  RM ‘000

Current taxation                     

 
     

     9,517
      18,967

Deferred taxation

     

                   
      (175)       
         (550)










     9,342
      18,417

Profit before taxation             




   28,216
      61,260


Tax at the statutory income tax rate of 28 %

  
     7,900
      17,153


Tax effects of expenses not deductible / 

   (income not taxable) in determining taxable profit :                         


   Provision for investments



                    (39)
          121


   Losses of subsidiaries

        

         
        151
          213


   Share of losses of associated companies

        
        737
          877


   Depreciation on non-qualifying assets


        571
          657


   Other expenses  



         

        212
          168


   Sale of land 


 

          
 
            2
        (286)


   Claims for reinvestment allowance and research 

                and development   




         
       (261)
        (485)


   Stamp duty on share transfers



        370
         370


   Other income





       (301)                (371)

Tax expense





     
     9,342
     18,417
B6)
PROFIT ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
Gain from sale of unquoted investment during the current period was as follows :







Current Quarter
Year to-date







     RM  ‘000                 RM  ‘000




Gain


         127

       127

B7)
PURCHASES AND DISPOSAL OF QUOTED SECURITIES
a)  Gain from sale of quoted securities during the current period was as follows :-







Current Quarter
Year to-date







     RM  ‘000                 RM  ‘000




Gain


          60
                    60

b)  Details of  investments  in  quoted  securities  at  30 June 2003 are given below:

            


    (i)

         (ii)

        (iii)





At Cost
At Book Value
Market Value




RM’000
    RM’000

    RM’000

Quoted shares: 
  11,699
        7,258

       7,258

B8)
CORPORATE PROPOSALS

(a)
Status of Corporate Proposals

Proposed Acquisition of United International Enterprises (M) Berhad (UIEM) and Proposed Special Issue of 10,000,000 new ordinary shares of RM1.00 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 has issued 10,000,000 ordinary shares of RM 1.00 each to various Bumiputra investors as approved by the Ministry of International  Trade and Industry. 1,400,000 of these shares were allotted on 16 June 2003 and listed on the KLSE on 25 June 2003, and, 8,600,000 shares were allotted on 16 July 2003 and listed on the KLSE on 29 July 2003.

(b) Status of Utilisation of Proceeds

The proceeds from the issuance of 10,000,000 Special Issue shares of RM 34.9 million have been utilized to pay the first instalment of the Promissory Note on 29 July 2003.

(c) Proposed Acquisition of UIEM’s Properties

The company had on 18 August 2003 entered into a conditional sale and purchase agreement with UIEM, a wholly-owned subsidiary, for the proposed acquisition of the plantation properties of UIEM consisting of three pieces of leasehold land inclusive of pre-cropping expenditure together with the palm oil mill and other buildings situated thereon for a cash consideration of RM 394 million. The proposed acquisition will not result in any gain or loss to the group. The consideration shall be paid no later than twenty four months from the date of the conditional sale and purchase agreement or such later date as may be agreed in writing by both parties free of interest.

The proposed acquisition is part of the consolidation exercise to streamline the group structure and operations.

The proposed acquisition is subject to :

(i) the approval of the Foreign Investment Committee;

(ii) the approval of the Menteri Besar of the State of Perak for the transfer of the properties;

(iii) the approval of the Estate Land Board established under Section 214A of the National Land Code 1965;  and

(iv) the certification by the Collector of Stamp Duties that the memoranda of transfer for the properties are not chargeable with stamp duties.

B9)
GROUP BORROWINGS
All  outstanding  group  borrowings  as at 30 June 2003 were unsecured, short term and  denominated in Ringgit Malaysia only.  

They consist of the following items:








RM’000

            Bank Overdrafts



        152

There were no long term borrowings in the group as at 21 August 2003

B10)
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK
The amounts of financial instruments not recognized in the balance sheet of the Group as at 15 August 2003 are :-

Type of

  Contract
----  Maturity  ----           

               
Total Contract
                Cash 

Instrument
Currency
Date
Within 1 yr
1 – 2 years
Amount
Requirement




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

i)  Forward Foreign
US $
May 03
8,307
7,267
15,574
NIL

    Exchange
US $
June 03
10,941
-
10,941
NIL

    Contracts 
US $
Aug 03
18,753
-
18,753
NIL




38,001
7,267
45,268
NIL









ii) Futures Crude
RM
July 03
1,600
-
1,600
148

    Palm Oil
RM
Aug 03
1,515
-
1,515
211

    Contracts


      3,115
-
       3,115
359









The net unrealized gain on Forward Foreign Exchange Contracts amounted to RM491,000  the net unrealized loss on Futures Crude Palm Oil Contracts amounted to RM 91,000. These unrealized gains and losses are deferred until the contracts are utilized or closed.

Credit Risk is controlled by the application of authority and trading limits and dealing with well established counter parties, and, regular monitoring procedures. 

Market Risk is minimized by daily monitoring of financial markets, supply and demand for crude palm oil and world vegetable oils in general. Regular production and sales and cash flow forecasts are carried to establish hedging requirements. There are also ‘stop loss’ procedures in place to minimize loss. 

There are no significant credit and market risks posed by the above off balance sheet financial instruments as at 21 August 2003.

B11)
MATERIAL LITIGATION
There was no material litigation as at 21 August 2003.

B12)
PROPOSED DIVIDENDS
a) On 21 June 2003, the shareholders had approved 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 payable on 24 July 2003.

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 36,867,000 (2002 : RM 18,128,000) and the weighted average number of ordinary shares of 176,869,944 (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

21 August 2003
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