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 has been prepared in accordance with the Financial Reporting Standards (FRS) 134 Interim Financial Reporting issued by the Malaysian Accounting Standards Board (MASB) and Chapter 9.22 part K of the Listing Requirements of Bursa Malaysia Securities Berhad. The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2007. 

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the year ended 31 December 2007, except for the adoption of the following FRSs, Amendments to FRS and Issue Committee (“IC”) Interpretations which became effective for financial periods beginning on or after 1 July 2007:-
Amendment to FRS 121 The Effects of Changes in Foreign Exchange Rates – Net Investment in a Foreign Operation
IC Interpretation 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities
IC Interpretation 2 Members’ Shares in Co-operative Entities and Similar Instruments
IC Interpretation 5 Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds

IC Interpretation 6 Liabilities arising from Participating in a Specific Market – Waste Electrical and Electronic Equipment
IC Interpretation 7 Applying the Restatement Approach under FRS 1292004  Financial Reporting in Hyperinflationary Economies
IC Interpretation 8 Scope of FRS 2

FRS 107 Cash Flow Statements

FRS 111 Construction Contracts

FRS 112 Income Taxes

FRS 118 Revenue

FRS 120 Accounting for Government Grants and Disclosures of Government Assistance

FRS 134 Interim Financial Reporting

FRS 137 Provisions, Contingent Liabilities and Contingent Assets

The adoption of the above FRSs, Amendments to FRS and IC Interpretations does not have any significant financial impact on the Group.   
A2)
AUDIT REPORT
The auditor’s report on the financial statements for the financial year ended 31 December 2007 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 are determined by the global supply and demand situation for 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 year 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 2007:-

Ordinary:




         RM’000
         

Interim paid


-  20% less 26% tax




30,804
A8)
SEGMENTAL INFORMATION

Segmental information for the current financial year-to-date:
	
	
	Plantations
	Refining
	Other Segments
	Elimination
	Total

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

	Segment  Revenue
	
	
	
	
	
	

	External Sales
	279,759
	192,879
	425
	-
	473,063

	Inter-segment Sales
	28,145
	-
	441
	(28,586)
	-

	
	
	307,904
	192,879
	866
	(28,586)
	473,063

	Segment Results
	
	
	
	
	
	

	Profit  before tax
	186,247
	7,933
	395
	-
	194,575

	
	
	
	
	
	


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 2007.

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 period 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 16 August 2008.
B1)
DIRECTORS’ REVIEW OF THE GROUP’S PERFORMANCE


The group’s profit before tax for the current period under review surged 179% from that of the corresponding  period in 2007 resulting from: 

-
Plantation


The production of CPO and PK increased by 30.5% and 28.4% respectively; this coupled with higher selling prices of CPO and PK by 49.0% and 69.1%  respectively during the current period contributed significantly to the increase in the profit before tax.  Production of coconuts also increased by 15.2% with the selling price higher by 5.9%  as compared to the corresponding period.
-
Refinery


Better margins from Palm Kernel and Palm Oil products improved the refinery’s profit contribution significantly as compared to the corresponding period.
B2)
COMPARISON OF RESULTS WITH PRECEDING QUARTER        

Profit before tax increased by 22.0% from RM87.7 million in the preceding quarter to RM106.9 million for the quarter under review. The increase was due to:

i) higher production of CPO and PK by 7.6% and 7.2% respectively as compared to the preceding quarter; and
ii) the increase in the average selling prices of CPO and PK by 6.7% and 2.9% respectively as compared to the preceding quarter. 
B3)
PROSPECTS AND OUTLOOK

The first quarter of 2008 saw record high prices for CPO and PK and many other vegetable oils. However, bearish sentiment set-in in July 2008 following downward corrections in fuel oil prices as well as other vegetable oils. Continued high prices appear to have dampened demand. Political pressure regarding a possible freeze/reduction of 
biofuel usage  targets coupled with bearish trends in the energy market and the soya complex and the large Malaysian CPO inventories have all exerted downward pressure.
However, after the recent sharp setback in CPO price, demand is expected to recover somewhat, particularly in the energy sector where the current price levels of vegetable oils make it attractive to produce biofuels.  If better demand in the energy sector materializes,  further erosion of the CPO price could be limited.
The Company’s production of CPO and PK for the first half of 2008 has been good but might moderate in the coming months. 

             Based on the foregoing, we expect 2008 to be a satisfactory year.  

B4)
PROFIT FORECASTS

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

B5)
TAXATION
The charge for taxation for the quarter ended 30 June 2008 comprises:

	
	Current Quarter
	Current 

year- to-date

	
	RM ‘000
	RM ‘000

	Current taxation                     
	26,946
	46,516

	Deferred taxation
	564
	(300)

	
	27,510
	46,216

	
	
	

	Profit before taxation             
	106,909
	194,575

	Tax at the statutory income tax rate of 26 %
	27,796
	50,589

	Tax effects of expenses not deductible / (income not

 taxable) in determining taxable profit :
	
	

	Investment income
	(85)
	(92)

	Depreciation on non-qualifying assets
	168
	333

	Claims for reinvestment allowance and research 

 and development   
	(130)
	(260)

	Utilisation of previously unrecognized tax losses and
  unabsorbed capital allowances
	(371)
	(2,062)

	Overprovision of tax expense in prior years
	-    
	    (2,897)

	Others
	132
	605

	Tax expense

	27,510
	46,216

	
	
	


B6)
PROFIT/LOSS ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES
There were no sales of any unquoted shares during the current quarter.  Gain arising from the acquisition of land by the government was RM20,000 for the period under review. 

B7)
PURCHASES AND DISPOSAL OF QUOTED SECURITIES
a)  The following are details on the sales of quoted investments at 30 June 2008.

            


    (i)

     
   (ii)


        (iii)





No. of shares sold
Sales Proceeds

Profit on Sales
         Units
    
RM’000

RM’000

Quoted shares sold: 
  765,900

     3,079

       19 
There were no purchases of quoted investments for the period.

b) There were no investments in quoted securities as at 30 June 2008.
B8)
CORPORATE PROPOSALS


Status of Corporate Proposal

Proposed Acquisition of Indonesian Investment in PT Sawit Seberang Seberang      ("PT SSS2")
As at the date of this report, the approvals of the relevant Indonesian and Malaysian authorities are still pending.
B9)
GROUP BORROWINGS
There were no outstanding Group borrowings as at 30 June 2008.
B10)
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK  
The amounts of financial instruments used for hedging purposes and outstanding as at  11 August  2008 were:-
	
	
	
	Maturity from reporting date
	Total Contract
	Cash

	
	Type of Instrument
	Currency
	Within 1 year
	1 – 2 years
	Over 2 years
	Amount
	Requirement

	
	

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

	
	
	
	
	
	
	
	

	i)
	Forward Foreign Exchange Contracts - Sales
	US $
	83,079
	-
	-
	83,079
	-

	ii)
	Forward Foreign Exchange Contracts - Purchases
	Euro
	4,142
	-
	-
	4,142
	-

	
	
	
	
	
	
	
	

	iii)
	Commodity Contracts

– Sales
	RM
	267,122
	216,922
	75,841
	559,885
	12,540

	iv)
	Commodity Contracts

 – Purchases
	RM
	331,765
	128,184
	76,771
	536,720
	440

	
	
	
	
	
	
	
	


Forward foreign exchange sale contracts were entered into as hedges for committed and expected sales denominated in foreign currencies to minimize the exposure to fluctuations in foreign exchange rates.
The commodity contracts were entered into with the objective of managing and hedging the exposure of the Group’s plantation and refining segments to adverse price movements in vegetable oil commodities.
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 as well as cash flow forecasts are carried out to establish hedging requirements. There are also ‘stop loss’ procedures in place to minimize possible losses. 

There are no significant credit and market risks posed by the above off balance sheet financial instruments as at 16 August 2008.
B11)
MATERIAL LITIGATION
There was no material litigation as at 16 August 2008.
B12)
PROPOSED DIVIDENDS
(a) 
On 21 June 2008, the shareholders approved a final dividend of 20% gross less tax or 20 sen per share less tax (2nd Quarter 2007- 15% gross less tax or 15 sen per share less tax in respect of the year ended 31 December 2006) in respect of the year ended 31 December 2007 payable on 23 July 2008.

(b) No interim dividends have been declared or proposed for the year ending 31 December 2008.      


B13)
EARNINGS PER SHARE (EPS)

The calculation of EPS is based on profit attributable to the ordinary equity holders of the parent company of RM148,359,000 (2007: RM51,294,000) and the weighted average number of ordinary shares of 208,134,266 (2007 : 208,134,266) in issue during the period.
By Order of the Board

A. Ganapathy
Secretary

Jendarata Estate

36009 Teluk Intan

Perak Darul Ridzuan

Malaysia

16 August 2008
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