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 2003.

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 Bursa Malaysia Securities Berhad. 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 2003.

A2)
AUDIT REPORT
The auditor’s report on the financial statements for the financial year ended 31 December 2003 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
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 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 2003  :-

Ordinary :




         RM ‘000
         

Interim paid


-  15% less 28% tax




22,479

Final paid



-  15% less 28% tax




22,479









44,958

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
        239,331
    156,460
                  555
               -   
         396,346

Inter-segment Sales
          20,584
                -   
                  646
        (21,230)
                     -   



        259,915
    156,460
               1,201
        (21,230)
         396,346

Results







Operating Profit / (Loss)
        115,217
      (3,270)
                  367
               -   
         112,314

Interest Income
           2,224
            69
                    85
               -
             2,378

Investment Income/(Loss)
               -   
            -   
                 (401)
               -   
               (401)

Interest Expense
             (958)  
         (225)
                       -
               -
            (1,183)

Provision for investments
               -   
            -
              (1,196)
               -   
            (1,196)

Income Taxes
        (18,761)
            -
                 (158)
               -   
          (18,919)

Profit after tax 

               -
            -
                     -
               -
           92,993

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 2003.

A10)
EVENTS AFTER THE BALANCE SHEET DATE

There  were  no  material  events  after  the  balance sheet date.

A11)
CHANGES IN THE COMPOSITION OF THE GROUP
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 9 November 2004.

B1)
DIRECTORS’ REVIEW OF THE GROUP’S PERFORMANCE


The group’s revenue for the current period under review was higher than that of the corresponding period last year due to higher production of CPO, partly contributed by the newly acquired Lima Blas Estate, as well as an increase in the selling prices of some of the refined products.

However, the group's profit before tax for the current period under review was only marginally higher than that of the corresponding period last year due to increase in the production costs of CPO, in particular fertilizer costs, and the non-recurring provision for impairment of RM 7 million.

The group’s tax expense for the current period was reduced by the release of a deferred tax credit of RM 16.5 million. This deferred tax liability was provided on the surplus arising upon the restatement of UIEM’s properties at fair values when the company acquired UIEM in 2003. UIEM’s properties were subsequently directly acquired by the company. Since the gains arising on the property sale were specifically exempted from Real Property Gains Tax by the government, the related deferred tax liability was released to the income statement. 

B2)
COMPARISON OF RESULTS WITH PRECEDING QUARTER        

The profit before tax increased from RM 33.5 million in the preceding quarter to RM51.1 million for the quarter under review. 

The increase in the profit before tax for the quarter under review was due to :

(i) increase in the production of CPO and PK of 41% and 47% respectively  attributed to seasonality of production and contribution from the newly acquired Lima Blas Estate.

(ii) increase in the selling prices of CPO and PK of 5% and 28% respectively.  

There was, however, a provision for impairment of plant and machinery of RM7 million in one of the subsidiary companies which reduced the gains as noted above.

B3)
PROSPECTS AND OUTLOOK
World demand for vegetable oils, as indicated in the recent Oil World reports, is currently stronger than for oilmeals driven by fundamentals of supply and demand and also by the rapidly expanding production of biodiesel in Europe and the US.  Thus, it is expected that rapeseed oil will command a higher than usual premium.  On the other hand, although US has taken steps to stimulate the consumption of soyaoil for biodiesel through tax incentives to be introduced early next year, demand and prices for soyaoil will remain bearish in the medium term due to the excessive world production, inspite of uncertainties in supplies from South America.

The ongoing strong world demand for palm oil, in particular from China, will keep exports high and contribute to declining stock levels in the coming months. The seasonal decline of crude palm oil production in October will continue in January/March 2005 but will be more pronounced as a result of the delayed effect of deficient rainfall early this year.  It is expected that current prices of crude palm oil will be maintained in the medium term given that crude palm oil is undervalued in relation to other vegetable oils.

As lauric oil consumption has suffered from recent high prices, it is expected that premiums vis-à-vis palm oil will narrow in the medium term and consequently prices for palm kernels and coconuts will fall in the coming months from Dec 2004 / Jan 2005 onwards.

Having regard to the selling prices achieved todate for our commodities, we expect the results for the year to be better than that of the previous 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 September 2004 comprises :






 


  Current 
Current year







  

  Quarter
     to date







 

 RM ‘000
   RM ‘000

Current taxation                     

 
     

    15,641
      35,677

Deferred taxation

     

                   
      1,752       
     (16,758)









    17,393     
      18,919

Profit before taxation             




    51,139
    111,912


Tax at the statutory income tax rate of 28 %

  
    14,319      
      31,335


Tax effects of expenses not deductible / 

   (income not taxable) in determining taxable profit :

   Deferred tax released in respect of      

                        -
     (16,460)

     gain on sale of properties (See Note B1)                      


   Provision for investments net of gains/losses

         184
           536


   Losses not available for group set-off


         942
        1,000


   Depreciation on non-qualifying assets


         407        
        1,079


   Claims for reinvestment allowance and research 

                and development   




         
        (126)
         (546)


   Other expenses  



         

      1,667                 1,975
Tax expense





     
    17,393  
      18,919
B6)
PROFIT/LOSS ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES







         Current 
            Current year







  
         Quarter
     
    to date







 

        RM ‘000
              RM ‘000


Loss on sale of unquoted investments
          

  -

      791

There were no sales of properties during the current quarter.

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







Current Quarter
Year to date







     RM  ‘000                 RM  ‘000




Loss


            -
                   1

b)  Details of  investments  in  quoted  securities  at  30 September 2004 are given below:

            


    (i)

         (ii)

        (iii)





At Cost
At Book Value
Market Value




RM’000
    RM’000

    RM’000

Quoted shares: 
   7,886
        5,626

       5,626

B8)
CORPORATE PROPOSALS

Status of Corporate Proposals

(i)
Proposed Acquisition of UIEM’s Properties

As at the date of this report, all the relevant approvals have been obtained and the subject assets were transferred to the company on 30 June 2004.

(ii) Proposed Acquisition of Lima Blas Estate

As at the date of this report, all the relevant approvals were obtained and the acquisition was completed on 1 July 2004.

B9)
GROUP BORROWINGS
All  outstanding  group  borrowings  as at 30 September 2004 were unsecured, short term and  denominated in Ringgit Malaysia only.  

They consist of the following items:








RM’000

            Bank Overdrafts



            8

There were no long term borrowings in the group as at 9 November 2004.

B10)
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK
The amounts of financial instruments used for hedging purposes and outstanding as at

 5 November 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
  3,656
-
  3,656
NIL

    Exchange
US $
Oct 03
40,570
  4,323
44,893
NIL

    Contracts 
US $
Jan 04
36,014
4,906
40,920
NIL


US $
Apr 04
   147,900
    25,407
    173,307
NIL


US $ 
Sep 04
     95,793
-
      95,793
NIL




   323,933
    34,626
    358,569










ii) Futures Crude
RM
July 04
36
-
36
3

    Palm Oil 
RM
Aug 04
36
-
36
3

    
RM
Sept 04
 (2,581)
-
 (2,581)
198


RM
Oct 04
(3,512)
-
(3,512)
269

    
RM
Nov 04
888
-
888
698




(5,133)
-
(5,133)
1,171

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 loss. 

There are no significant credit and market risks posed by the above off balance sheet financial instruments as at 9 November 2004.

B11)
MATERIAL LITIGATION
There was no material litigation as at 9 November 2004.

B12)
PROPOSED DIVIDENDS
The Directors have on 9 November 2004 declared an Interim Dividend of 15 % per share less 28% tax or 10.8 sen net per share for the year ending 31st December 2004 (2003 – 15% per share less 28% tax or 10.8 sen net per share) on the issued ordinary share capital of the Company. The dividend is payable on 4th February 2005.

B13)
EARNINGS PER SHARE (EPS)

The calculation of EPS is based on group profit after taxation, extraordinary items  and pre-acquisition profits of RM 92,993,000 (2003 : RM 72,543,000) and the weighted average number of ordinary shares of 208,134,266 (2003 : 186,933,378) in issue during the period.

By Order of the Board

R. Nadarajan

Secretary

Jendarata Estate

36009 Teluk Intan

Perak Darul Ridzuan

Malaysia

9 November 2004

5
1

