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 standards :-

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.

MASB 29 Employee Benefits

The Company has an obligation under a formal defined benefit plan  to pay retirement gratuities for some of its employees. The estimated costs are now accounted in accordance with MASB 29. Previously, the costs were accounted as and when employees retired. 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 extraordinary items for the current quarter and period todate.

Exceptional items arising during the quarter and year to date are :-









Current 

  Year 

Quarter

to date








RM ‘000

RM ‘000

Loss on sale/liquidation of 

  associated companies



1,300


1,300

Additional obligation in respect of 

  an associated company



1,750


1,750








3,050


3,050

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

A6)
EQUITY AND DEBT SECURITIES
During the previous quarters, 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. The company had also issued 1,400,000 and 8,600,000 ordinary shares of RM 1.00 each at an issue price of RM 3.41 and RM 3.50 respectively as 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
Final paid





16,818


-   12.5 % less 28 % tax



17,958








34,776

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
        287,989
    184,577
                  267
               -   
         472,833

Inter-segment Sales
          16,879
                -   
                  979 
       ( 17,858) 
                     -   



        304,868
    184,577
               1,246
       ( 17,858)
         472,833

Results







Operating Profit / (Loss)
        135,869
        3,028
                   171
               -   
         139,068 

Interest Income
            3,838
           246
                   112
               -
             4,196 

Investment Income
               -   
            -   
                1,201 
               -   
             1,201 

Interest Expense
          (1,107)   
          (19)
                     (4)
               -
            (1,130)

Provision for investments
               -   
            -
                   558
               -   
                558

Share of net losses of

   Associated Company
               -   
            -   
                   (16)      
               - 
                 (16)           

Exceptional items
               - 
            - 
              (3,050)
               -
            (3,050)

Income Taxes
        (40,043) 
        (246)   
                 (  82)
               -   
         ( 40,371)

Profit after tax 

               -
            -
                     -
               -
          100,456

Pre-acquisition profits





         (  5,976)

Profit  attributable to

   shareholders





           94,480

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 liquidation distribution receivable less the net investment is included in the income statement as an exceptional item.

In November 2003, Maritex AS, a 20% owned associated company was disposed. The net loss from the sale is included under the income statement as an exceptional item.

A12)
CONTINGENT LIABILITIES AND CONTINGENT ASSETS


There were no contingent liabilities or contingent assets as at 26 February 2004.

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 101 million  in  revenue  and  RM 58 million in profit before tax  for the current year ;

(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 and PK of 9% and 8% respectively.


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

B2)
COMPARISON OF RESULTS WITH PRECEDING QUARTER        

The profit before tax decreased from RM 49.5 million in the preceding quarter to RM30.0 million for the quarter under review. 

The decrease in the profit before tax for the quarter under review was primarily due to  the decrease in the production of CPO and PK of 30% and 27% respectively due to heavy rains and seasonality of production.

However, the refinery showed improvement in the results by RM 2.4 million due to increase in the production and sale of soap and favorable prices obtained for olein stock brought forward from the previous quarter.

B3)
PROSPECTS AND OUTLOOK
A general slow down of soyabeans crushings had tightened oil supplies and stocks in the U.S. Thus soya oil prices advanced to new highs while soya meal prices following the outbreak of the Avian flue on the other hand have been under pressure. South American soya oil price also rallied fuelled by higher purchases from China and India.

Currently palm oil is trading at a discount of USD 110 – 115, relative to South American soya oil which would stimulate higher purchases in the near term. The current seasonal decline in production coupled with lower stocks of crude palm oil should maintain the current high price of CPO in the near term.

During 2003 we committed substantial quantities of our CPO and Palm Kernel production for 2004, at prices which exceeded our expectations. The acquisition of Lima Blas Estate which is pending approval from Government authorities is expected to contribute positively to future earnings of the Group.

With the remaining unsold quantities and continuing bullish scenario for our commodity prices we expect profit after tax for 2004 to be better than that of 2003.

B4)
PROFIT FORECASTS


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

B5)
TAXATION
The charge for taxation for the quarter ended 31 December 2003 comprises :






 


 Current 
Current year







  

  Quarter
    to date







 

 RM ‘000
  RM ‘000

Current taxation                     

 
     

     9,719
     43,034

Deferred taxation

     

                   
   (1,563)       
     (2,663)









     8,156     
     40,371

Profit before taxation             




   30,093
   140,827


Tax at the statutory income tax rate of 28 %

  
     8,426      
     39,432


Tax effects of expenses not deductible / 

   (income not taxable) in determining taxable profit :                         


   Provision for investments



                     65
          156


   Profits/(loss) of a subsidiaries


        
     (869)
         (846)


   Share of loss of associated company

        
          - 
              4


   Loss on sale of associated companies         


       (25)
          854


   Depreciation on non-qualifying assets


        554
       1,782


   Stamp duty on share transfers and acquisition costs
        189
          559


   Sale of land 


 

          
 
      (190)
        (492)


   Claims for reinvestment allowance and research 

                and development   




         
       (210)
        (924)


   Investment and other income not taxable


        100
        (382)


   Other expenses  



         

        116                    228
Tax expense





     
     8,156   
     40,371
B6)
PROFIT ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
Gain from sale of unquoted investments during the current year was as follows :







Current Quarter
Year to date







     RM  ‘000                 RM  ‘000

Gain from sale/government 



   acquisition of land  


           678

     1,758

Gain/(loss) from sale of investments
         (576)

          (4)

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
                   273

b)  Details of  investments  in  quoted  securities  at  31 December 2003 are given below:

            


    (i)

         (ii)

        (iii)





At Cost
At Book Value
Market Value




RM’000
    RM’000

    RM’000

Quoted shares: 
   7,998
        5,985

       5,985

B8)
CORPORATE PROPOSALS

(a)
Status of Corporate Proposals

(i)
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 (FIC) ;

(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.

As at the date of this report, the above approvals are still pending except for the approval of the FIC which was obtained on 9 December 2003.

(ii) Proposed Acquisition of Lima Blas Estate

The company had, on 26 December 2003, entered into a conditional sale and purchase agreement (SPA) with Socfin Plantations Sdn Bhd, for the proposed acquisition of Lima Blas Estate, measuring approximately 7,138 acres consisting of a freehold oil palm estate together with a palm oil mill and other buildings situated thereon for a cash consideration of RM 117,777,000. 

The proposed acquisition will enable the group to further increase its oil palm plantation area and enhance its earnings.

10% of the consideration has been paid as deposit and the balance of 90% of the consideration has been deposited with Messrs Shearn Delamore & Co acting as stakeholders. The proposed acquisition and the balance of 90 % of the consideration is payable to the vendor subject to satisfaction of the following :-

a. the approval of the FIC; 

b. the approvals of Estate Land Board and relevant government authorities for the transfer of the land to the Company.

The above conditions shall be satisfied within six (6) months from the date of the SPA or such extension of time granted by the vendor.



As at the date of this report, the above approvals are still pending except for the 

                        approval of FIC which was obtained on 24th February 2004.

(b) Status of Utilisation of Proceeds

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

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

They consist of the following items:








RM’000

            Bank Overdrafts



         47

There were no long term borrowings in the group as at 26 February 2004.

B10)
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK
The amounts of financial instruments not recognized in the balance sheet of the Group as at 20 February 2004 were :-

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
     14,321
-
14,321
NIL

    Exchange
US $
Oct 03
57,709
30,911
88,620
NIL

    Contracts 
US $
Jan 04
31,883
26,983
58,866
NIL


US $
Feb 04
          980
-
           980
NIL




104,893
57,894
162,787
NIL









ii) Futures Crude
RM
Sep 03
(1,056)
-
(1,056)
          75

    Palm Oil / Soya
RM
Oct 03
(6,569)
-
(6,569)
          75

    Contracts
RM
Dec 03
4,221
-
4,221
125


RM
Jan 04
6,541
-
6,541
138


RM
Feb 04
(4,317)
-
(4,317)
383

    


(1,180)

(1,180)
796









The net unrealized gain on Forward Foreign Exchange Contracts amounted to RM2,099,000. The net unrealized gain on Futures Crude Palm Oil and Soya Contracts amounted to RM 667,000.

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 out to establish hedging requirements. There are also ‘stop loss’ procedures in place to minimize losses.

There are no significant credit and market risks posed by the above off balance sheet financial instruments as at 26 February 2004.

B11)
MATERIAL LITIGATION
There was no material litigation as at 26 February 2004.

B12)
PROPOSED DIVIDENDS
(a) The Directors recommend a final dividend of 15% gross less tax or 15 sen per share less tax (2002 – 12.5 % less tax or 12.5 sen per share less tax) in respect of the year ended 31 December 2003.

(b) Total dividends declared/recommended for the year ended 31 December 2003 are:-

2003

2002









   -      gross  sen     -


Interim dividend :


- 15% gross less tax (2002 – 5% less tax)
  
15.0

  5.0


- Nil tax exempt (2002 – 7.5% tax exempt)

  -

  7.5


Recommended final dividend :


- 15% gross less tax (2002 – 12.5% less tax)

15.0

12.5









30.0

25.0
B13)
EARNINGS PER SHARE (EPS)

The calculation of EPS is based on group profit after taxation,  extraordinary items  and pre-acquisition profits of RM 94,480,000 (2002 : RM 50,503,000) and the weighted average number of ordinary shares of 192,277,164 (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

26 February 2004

PAGE  
1

