Univanich Palm Oil Public Company Limited


Condensed Notes to the Interim Financial Statements

For the six-month periods ended 30 June 2011 and 2010


1
General information
Univanich Palm Oil Public Company Limited (“the Company”) was formed on 26 December 1995 from the amalgamation, according to the Civil and Commercial Code, of Hup Huat Palm Oil Industry Company Limited, Siam Palm Oil and Refinery Industry Company Limited and Thai Oil Palm Industry and Estate Company Limited.  The Company is a public company limited, incorporated and domiciled in Thailand.
The Company’s head office is located at 258 Aoluk-Laemsak Road, Aoluk district, Krabi province.
The Company has 3 branches located at the following addresses:
1) Plai Pharaya Branch : 592 PlaiPhraya-Pasaeng Road, Plaipaya district, Krabi province.

2) Lamthap Branch : 142 Moo 1 Tambol Toongsaitong, Lamthap district, Krabi province.

3) Cha Uat Branch : 173/2 Moo 6 Tambol Tapraja, Cha Uat district, Nakhon Si Thammarat province.
The Company has been listed in the Stock Exchange of Thailand since 25 November 2003.

The Company operates principally in Thailand and is engaged in oil palm plantations, palm fruit processing and seed businesses.

These interim financial statements were authorised by the Board of Directors on 11 August 2011.

These interim financial statements have been reviewed, but not audited.

These interim financial statements should be read in conjunction with the 2010 annual financial statements.
2
Amalgamation of companies
According to the Civil and Commercial Code, Univanich Palm Oil Public Company Limited has assumed all of the assets, liabilities, rights and obligations of the companies amalgamated on the date of amalgamation.  However, as at 30 June 2011, the names on some legal documents of the three amalgamated companies relating to assets assumed before the companies amalgamated have not been converted to the name of Univanich Palm Oil Public Company Limited.
3
Basis of preparation
These interim financial statements are prepared in accordance with Thai generally accepted accounting principles under the Accounting Act B.E. 2543, being those Thai Accounting Standards issued under the Accounting Professions Act B.E. 2547, and the financial reporting requirements of the Securities and Exchange Commission.  The primary financial statements (i.e. statement of financial position, statement of comprehensive income, changes in equity and cash flows) are prepared in the full format as required by the Securities and Exchange Commission.  The notes to the financial statements are prepared in a condensed format according to Thai Accounting standard No. 34 (Revision B.E. 2550) (formerly TAS 41), “Interim Financial Reporting” and additional notes are presented as required by the Securities and Exchange Commission under the Securities and Exchange Act.
3
Basis of preparation (Cont’d)

An English version of the interim financial statements has been prepared from the interim financial statements that are in the Thai language. In the event of a conflict or a difference in interpretation between the two languages, the Thai language interim financial statements shall prevail.

Costs that are incurred unevenly during the financial year are anticipated or deferred in the interim report only if it would also be appropriated to anticipate or defer such costs at the end of the financial year.

4
Accounting policies

The accounting policies used in the preparation of the interim financial statements are consistent with those used in the annual financial statements for the year ended 31 December 2010 except as described in the followings.

Commencing 1 January 2011, the Company has applied the following new accounting standards, new financial reporting standards, new interpretations, and amendments to accounting standards (collectively “the accounting standards”) that are mandatory for the financial year beginning on or after 1 January 2011. However, the application of those accounting standards will not have significant impact to the financial statements being presented, except the following accounting standards.

· TAS 1 (Revised 2009), the revised standard will prohibit the presentation of items of income and expenses in the statement of changes in equity. Entities can choose to present one statement (the statement of comprehensive income) or two statements (the income statement and statement of comprehensive income). Where entities restate or reclassify comparative information, they will be required to present a restated statement of financial position as at the beginning comparative period in addition to the current requirement to present statement of financial position at the end of the current period and comparative period. However, for the financial statements which period beginning on or after 1 January 2011 and are the first period apply this standard, an entity can choose to present statement of financial position only two statements without the statement of financial position as at the beginning comparative period. The Company has chosen to present the income statement and statement of comprehensive income as one statement.
· TAS 16 (Revised 2009), the revised standard  requires the entity to include in cost of PPE, an initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located, when the entity has obligation to do. An entity requires that an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item shall be depreciated separately. The revised standard also requires an entity to review useful life, residual value and depreciation method at least at each financial year-end. However, the revised standard does not have significant impact to the property, plant and equipment of the Company.

4
Accounting policies (Cont’d)

· TAS 19 deal with accounting for employee benefit. The standard classifies employee benefit into 4 categories: a) short-term employee benefits b) post-employment benefits (including defined contribution plan and defined benefit plan) c) other long-term employee benefits and d) termination benefits. The standard requires the entity to measure the defined benefit plan and other long-term employee benefits by using the Projected Unit Credit method (PUC). An entity can choose to recognise any actuarial gain or loss for defined benefit plan either in other statement of comprehensive income or statement of profit and loss. Actuarial gain or loss for other long-term employee benefit shall recognise in profit and loss. The Company has chosen to apply this accounting standard by adjusted brought forward retained earnings as at 
1 January 2011. The impact is as follows:

	
	Baht

	
	

	Opening balances as at 1 January 2011
	

	Employee benefit obligations - increase
	55,140,180

	Retained earnings - decrease
	(55,140,180)


· TAS 24 (Revised 2009), the definition of related party has been expanded include parties with joint control over the entity, joint venture in which the entity is a venturer and post-employment benefit plan for the benefit of employees of an entity. This revised standard may impact only to the disclosure of related party information in the notes to financial statements.

New accounting policies

Employee benefits

The Company has post-employment benefits both defined benefit and defined contribution plans. A defined contribution plan is a pension plan under which the Company pays fixed contributions into a separate entity. The Company has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits relating to employee service in the current and prior periods. A defined benefit plan is a pension plan that is not a defined contribution plan. Typically defined benefit plans define an amount of pension benefit that an employee will receive on retirement, usually dependent on one or more factors such as age, years of service and compensation.

· Defined benefit plans

Employee benefit

The Company has employee benefit schemes to provide benefit to the employees who resign or retire from the Company after working for the Company for the period or at age as specified in the employee benefit schemes.  
Defined contribution plans

Provident fund

The Company operates a provident fund, being a defined contribution plan, the assets for which are held in a separate trust fund. The provident fund is funded by payments from employees and by the Group. The Company’s contributions to the provident fund are charged to the income statement in the years to which they relate.

5
New interpretations of accounting standards during the six-month period ended 30 June 2011
The new interpretations that were announced by in the Government Gazette during the six-month period ended 30 June 2011 are as follows: 

a)
Effective for the periods beginning on or after 1 January 2011

	TSIC 31
	Revenue - Barter Transactions Involving Advertising Services


The Company’s management has assessed and determined that this interpretation is not relevant to the Company.

b)
Effective for the periods beginning on or after 1 January 2013

	TSIC 10
	Government Assistance - No Specific Relation to Operating Activities

	TSIC 21
	Income Taxes - Recovery of Revalued Non-Depreciable Assets

	TSIC 25
	Income Taxes - Changes in the Tax Status of an Entity or its Shareholders


The Company will not early adopt the above interpretations. The Company’s management has assessed and determined that the impacts of those interpretations will not have significant impact to the financial statements being presented.

6
Cash and cash equivalents

	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Cash on hand
	4,886,985
	31,960

	Deposits at banks - Current accounts
	25,521,772
	23,167,865

	Deposits at banks - Saving accounts
	302,300,366
	265,410,825

	Fixed deposits with banks
	325,000,000
	505,000,000

	
	
	

	Cash and cash equivalents
	657,709,123
	793,610,650


As at 30 June 2011, saving accounts bear interest at the average rate at 0.625% - 1.5% per annum (31 December 2010: 0.25% - 0.75% per annum).
As at 30 June 2011, fixed deposits with banks represent one-month and three-month terms 
(31 December 2010: three-month term) and carry interest at the rates between 2.1% and 2.35% per annum (31 December 2010: 1.45% to 1.8% per annum).
7
Short-term investments
As at 30 June 2011, short-term investments represent fixed deposits with banks with maturity of five-month to ten- month terms (31 December 2010: five-month to eight- month terms) and carried interest at the rates of 2.75% to 3.5% per annum (31 December 2010: 1.25% to 2% per annum).
8
Trade accounts receivable, net
	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Trade accounts receivable
	201,545,652
	164,124,831

	Less  Allowance for doubtful accounts
	(10,000,000)
	(10,000,000)

	
	
	

	Trade accounts receivable, net
	191,545,652
	154,124,831


Outstanding trade accounts receivable as at 30 June 2011 and 31 December 2010 can be analysed by their age as follows:

	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Up to 3 months
	191,710,389
	154,189,568

	3 - 6 months
	            -
	100,000

	6 - 12 months
	            -
	             -

	Over 12 months
	9,835,263
	9,835,263

	
	
	

	Total
	201,545,652
	164,124,831

	Less  Allowance for doubtful accounts
	(10,000,000)
	(10,000,000)

	
	
	

	
	191,545,652
	154,124,831


9
Inventories, net

	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Palm fruit
	9,569,079
	150,000

	Palm oil
	308,975,754
	40,770,185

	By products from palm oil production
	30,566,754
	8,892,288

	Palm seeds and seedlings
	15,298,696
	16,989,058

	Fertilizers, spare parts and general supplies
	34,302,181
	28,567,935

	
	
	

	
	398,712,464
	95,369,466

	Less  Allowance for diminution in value
	
	

	of spare parts
	(2,400,000)
	(2,400,000)

	
	
	

	Inventories, net
	396,312,464
	92,969,466


10
Palm plantation, net

	For the six-month period ended 30 June 2011
	Palm plantation and immature palms

	
	Baht

	
	

	Opening net book amount (Audited)
	176,923,647

	Additions
	5,859,628

	Amortisation charge
	(6,910,290)

	
	

	Closing net book amount (Unaudited)
	175,872,985


The Company’s plantation has been made on both the Company’s own land, concession land and lease land.  The land concessions were issued by the Government for development of oil palm plantation.  Details of land under concession and under operating lease agreements as at 30 June 2011 are as follows:

	
	
	
	Area per
	Planted

	Name of estate
	Type
	Terms
	contract (Rai)
	area (Rai)

	
	
	
	
	

	Chean Vanich 
  & Akapojana

  Vanich
	Concession
	Granted for 30 years 
  from 22 April 1983.
	20,000
	14,241

	
	
	
	
	

	TOPI
	Concession
	Renewed for 30 years 
  from 19 November 1993.
	8,250
	8,250

	
	
	
	
	

	TOPI
	Lease
	Leased from 
  Co-operative 
  Promotion Department  

  for 30 years, at the rates  

  of Baht 100 to Baht 300 
  per Rai per year, 
  commencing on 

  27 April 1994.
	2,500
	2,500


11
Property, plant and equipment, net
For the six-month period ended 30 June 2011
	
	Property,

	
	plant and

	
	equipment

	
	Baht 

	
	

	Opening net book amount (Audited)
	951,842,217

	Additions
	37,184,900

	Disposals - net
	(3,363,027)

	Depreciation charge
	(69,248,450)

	
	

	Closing net book amount (Unaudited)
	916,415,640


12
Accrued expenses

	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Accrued transportation expenses
	8,929,986
	4,384,608

	Accrued contractors cost
	9,674,625
	5,123,312

	Accrued employee expenses
	23,384,010
	27,605,287

	Others
	7,581,324
	5,034,623

	
	
	

	
	49,569,945
	42,147,830


13
Provision for employee benefits

	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Current portion due within one year
	4,344,678
	1,476,619

	Long-term portion due more than one year
	107,879,442
	48,823,381

	
	
	

	Total
	112,224,120
	50,300,000


The movement on provision for employee benefits is as follows:
	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Opening balance
	50,300,000
	45,000,000

	Effect from the adoption of 
	
	

	   new accounting policy (Note 4)
	55,140,180
	              -

	Additional provision for employee benefits 
	6,783,940
	6,790,428

	Utilised payment during the period/year
	             -
	(1,490,428)

	
	
	

	Closing balance
	112,224,120
	50,300,000


14
Share capital and premium on share capital

For the six-month period ended 30 June 2011
	
	
	
	Premium
	

	
	
	Ordinary
	on share 
	

	
	Number of
	shares
	capital
	Total

	
	shares
	Baht
	Baht
	Baht

	
	
	
	
	

	Opening balance
	94,000,000
	470,000,000
	267,503,419
	737,503,419

	Issue of shares
	       -
	        -
	       -
	        -

	
	
	
	
	

	Closing balance
	94,000,000
	470,000,000
	267,503,419
	737,503,419


As at 30 June 2011 and 31 December 2010, the total authorised and registered number of ordinary shares is 94,000,000 shares with a par value of Baht 5 per share. All shares are issued and fully paid-up.
15
Management benefit expenses
Management benefit expenses included the directors’ remuneration which represents meeting fees and remuneration paid to the Company’s Chairman, Directors and Audit Committee members as approved by the Shareholders of the Company in the Annual General Shareholders’ Meeting and the management remuneration represents salary and other related benefits.
	
	For the three-month
	For the six-month

	
	periods ended 30 June
	periods ended 30 June

	
	(Unaudited)
	(Unaudited)

	
	2011
	2010
	2011
	2010

	
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	

	Short-term employee benefits
	9,722,664
	9,021,151
	18,750,915
	17,675,044

	Post-employee benefits
	1,626,783
	1,358,767
	3,601,272
	2,717,534

	
	
	
	
	

	
	11,349,447
	10,379,918
	22,352,187
	20,392,578


16
Income tax
The income tax is corporate income tax which calculated from the profit of Non-BOI activities.

The Company calculates income tax in accordance with the Revenue Code and records income tax on an accrual basis. The Company does not recognise income tax payable in future periods in respect of temporary differences arising between the tax base of assets and liabilities and their carrying amounts in the interim financial statements. The interim income tax expense is accrued based on management’s estimate using the tax rate that would be applicable to expected total annual earnings. The estimated average annual tax rate used for the year 2011 is 20.22% (the actual average annual tax rate in 2010 was 15.70%).

17
Basic earnings per share

Basic earnings per share is calculated by dividing the net profit attributable to ordinary shareholders by the weighted average number of ordinary shares issued during the period (2011: 94 million shares; 2010: 94 million shares).
There are no outstanding potential dilutive ordinary shares, warrants, in issue for the six-month periods ended 30 June 2011 and 2010.

18 

Dividend Paid

At the Annual General Shareholders’ Meeting held on 22 April 2011, the Shareholders approved a dividend payment for the year ended 31 December 2010 of Baht 4.50 per share, totaling Baht 423,000,000. During 2010, the Company already paid the interim dividends at Baht 2.00 per share, totaling Baht 188,000,000. Therefore, there are the remaining dividends to be paid at Baht 2.50 per share, totaling Baht 235,000,000. The Company paid remaining dividend on 20 May 2011.

At the Annual General Shareholders’ Meeting held on 23 April 2010, the Shareholders approved a dividend payment for the year ended 31 December 2009 of Baht 4.50 per share, totaling Baht 423,000,000. During 2009, the Company already paid the interim dividends at Baht 2.00 per share, totaling Baht 188,000,000. Therefore, there are the remaining dividends to be paid at Baht 2.50 
per share, totaling Baht 235,000,000. The Company paid remaining dividend on 21 May 2010.

19
Related party transactions 

Mr. Apirag Vanich and members of his family are major shareholders.  The following material transactions were carried out with related parties:

a)
Sales of goods 
	
	For the three-month
	For the six-month

	
	periods ended 30 June
	periods ended 30 June

	
	(Unaudited)
	(Unaudited)

	
	2011
	2010
	2011
	2010

	
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	

	Sales of goods
	          -
	158,200
	          -
	158,200


19
Related party transactions (Cont’d) 

b)
Purchases of goods and services 
	
	For the three-month
	For the six-month

	
	periods ended 30 June
	periods ended 30 June

	
	(Unaudited)
	(Unaudited)

	
	2011
	2010
	2011
	2010

	
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	

	Purchases of goods
	6,975,988
	4,650,322
	10,877,696
	9,811,089

	Purchases of services
	1,370,000
	954,947
	1,370,000
	1,302,731


The policies for related party transactions are as follows:

-
Purchases of palm fruits are made in the normal course of business and at market prices.

-
Purchases of services mainly comprise of port charges for export shipping which are made in the normal course of business and at market prices.

c)
Outstanding balances arising from purchases of goods and services

	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Outstanding balance from purchases of services
	
	

	- Accrued expense
	35,972
	591,916


Outstanding balance from purchases of services was included in accrued expenses.

20
Commitments and contingent liabilities
For the six-month period ended 30 June 2011, there were no significant commitments and contingent liabilities including contracts change from the year ended 31 December 2010.
21
Financial instruments

As at 30 June 2011, the principal financial risks faced by the Company are foreign exchange rate risk and credit risk. Credit risk arises when sales are made on credit terms.
Exchange rate risk
The Company is exposed to foreign exchange risk since certain sales are entered into in foreign currencies. The Company minimises the potential adverse effects of fluctuation currency values on the financial performance of the Company by using forward foreign exchange contracts to hedge all such export sales currency risk.

Foreign currency forward contracts protect the Company from movements in exchange rates by establishing the rate at which a foreign currency accounts receivable will be realised.  The foreign currency forward contracts are not separately recognised in the financial statements at fair value but the contract rate is applied to the accounts receivable at initial recognition.  

As at 30 June 2011 and 31 December 2010, the Company had outstanding foreign currency forward contracts to sell USD as follows:
	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Foreign currency forward contracts - cash flow hedges
	
	

	   2011: US Dollar 26.40 million at rates between
	
	

	   Baht 30.31 and Baht 31.01 = 1 US Dollar
	
	

	(2010: Nil)
	808,907,870
	            -

	
	
	

	
	808,907,870
	            -


As at 30 June 2011, the Company has entered into in foreign currency forward contracts in order to protect the movements in exchange rates of foreign currency accounts receivable will be realised as a result of export sale commitment which will be delivered in July 2011.
The fair value of the foreign currency forward contracts
The net fair value of the open foreign currency forward contracts at the balance sheet date is as follows:
	
	30 June
	31 December

	
	2011
	2010

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Unfavorable forward foreign exchange contracts, net
	
	

	   - cash flows hedge
	(833,597)
	            -

	
	
	

	
	(833,597)
	            -


The fair values of forward foreign exchange contracts have been calculated using rates quoted by the Company’s bankers to terminate the contracts at 30 June 2011.

Trading of financial instruments for speculative purposes is prohibited. Forward foreign exchange counterparties are confined to the Company’s bank.
22
Promotional privileges 
During the six-month period ended 30 June 2011, the Company had no change with regard to promotional privilege from the Board of Investment from the year ended 31 December 2010.
23
Segment information

The Company engages in oil palm plantations, palm fruit processing, oil palm seed and seedling business. The sales of palm oil and its related products contributed more than 90% of total revenues, which is regarded as one business segment.

Sales of the Company comprised mainly local sales and export to neighbouring countries of which there is no material risks and rewards to the Company.

The Company has invested in three methane capture biogas projects under the UNFCCC Clean Development Mechanism (CDM). For the six-month period ended 30 June 2011, these three CDM projects generated sales of Baht 37.64 million from the sales of electricity authority to the Provincial Electricity Authority grid (for the six-month period ended 30 June 2010: Baht 40.19 million) which has been included as income in these interim financial statements. 

Besides, the three projects are estimated to generate annually approximately 90,000 Certified Emission Reductions (CERs). In the six-month period ended 30 June 2011, the Company received 4,346 CERs and recorded the first CER sales revenue of Baht 2.32 million which has been included as income in these interim financial statements.
As at 30 June 2011, the Company had total assets for three CDM biogas projects amounting to Baht 188 million (31 December 2010: Baht 199 million), and presented as assets in these interim financial statements.

24
Post balance sheet event 

At the Board of Directors’ Meeting held on 11 August 2011, the Board of Directors passed a resolution to approve an interim dividend for the year ending 31 December 2011 of Baht 3.00 per share, totaling Baht 282,000,000.  The Company will pay the interim dividend in September 2011.

20

