Univanich Palm Oil Public Company Limited


Condensed Notes to Interim Financial Information

For the three-month periods ended 31 March 2012 and 2011


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 information were authorised by the Board of Directors on 11 May 2012.

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

These interim financial information should be read in conjunction with the financial statements for the year ended 31 December 2011.
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 31 March 2012, 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 information 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 shareholders’ equity and cash flows) are prepared in the full format as required by the Securities and Exchange Commission.  The notes to the financial information are prepared in a condensed format according to Thai Accounting Standard 34, “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 information has been prepared from the interim financial information 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 information shall prevail.

4
Summary of significant accounting policies
The accounting policies used in the preparation of the interim financial information are consistent with those used in the annual financial statements for the year ended 31 December 2011

New accounting standards, amendments to accounting standards and new interpretation

The following new accounting standards, amendments to accounting standards and new interpretation are mandatory for the accounting periods beginning on or after 1 January 2013, but the Company has not early adopted them:

	TAS 12
	Income taxes

	TAS 20 ( Revised 2009)
	Accounting for Government Grants and Disclosure of 

   Government Assistance

	TAS 21 (Revised 2009)
	The Effects of Changes in Foreign Exchange Rates

	TFRS 8
	Operating Segments

	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’s management has determined that the new accounting standards, amendments to accounting standards and new interpretation will not significantly impact the financial information being presented except for the following topic.
TAS 12 deals with taxes on income, comprising current tax and deferred tax. Current tax assets and liabilities are measured at the amount expected to be recovered from or be paid to the taxation authorities, using tax rates and tax law that have been enacted or substantively enacted by the end of the reporting period. Deferred taxes are measured by based on the temporary difference between the tax base of an asset or liability and its carrying amount in the financial statements and using the tax rates that are expected to apply to the period when the asset is realised or the liability is settled, based on tax rates and tax law that have been enacted or substantively enacted by the end of the reporting period. The Company will apply this standard from 1 January 2013 retrospectively with an expectation to incur of deferred tax account and changes in retained earnings and income tax expense. The Company’s management is currently assessing the impact of applying this standard.

TFRS 8: The standard requires a ‘management approach’, under which segment information is presented on the same basis as that used for internal reporting purposes. The Company will apply this standard from 1 January 2013. The expected impact is still being assessed in detail by management, but it appears likely that the number of reportable segments, as well as the manner in which the segments are reported, will change in a manner that is consistent with the internal reporting provided to the chief operating decision-maker.

4
Summary of significant accounting policies (Cont’d)
Costs that are incurred unevenly during the financial year are anticipated or deferred in the interim report only if it would also be appropriate to anticipate or defer such costs at the end of the financial year.

5
Cash and cash equivalents

	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Cash on hand
	1,662,458
	61,960

	Deposits at banks - Current accounts
	104,569,501
	5,825,088

	Deposits at banks - Saving accounts
	125,515,620
	373,442,218

	Fixed deposits with banks
	120,000,000
	460,000,000

	Investment in bonds
	864,296,554
	                      -

	
	
	

	Cash and cash equivalents
	1,216,044,133
	839,329,266


As at 31 March 2012, saving accounts bear interest at the average rate at 0.625% - 2.25% per annum (31 December 2011: 0.75% - 2.50% per annum).

As at 31 March 2012, fixed deposits with banks represent three-month terms (31 December 2011: one-month and three-month term) and carry interest at the rates between 2.40% and 2.50% per annum (31 December 2011: 2.70% - 2.75 per annum).
As at 31 March 2012, investment in bonds represent investment in Bank of Thailand bonds with maturity of fourteen-day terms to forty-one-day terms and carried yield at the rate of 2.955% - 2.963% per annum.

6
Short-term investments

As at 31 March 2012, short-term investments represent fixed deposits with banks with maturity of four-month and five-month terms (31 December 2011: four-month to ten-month terms) and carried interest at the rates of 3.00% to 3.50% per annum (31 December 2011: 3.10% to 3.75% per annum).
7
Trade and other receivables
	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Trade receivable
	35,552,666
	123,760,844

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

	
	
	

	Trade receivables, net
	25,552,666
	113,760,844

	Accrued interest income
	4,554,687
	3,784,530

	Advance payment
	5,895,091
	2,715,754

	Prepayments
	2,588,275
	501,863

	
	
	

	Total trade and other receivables
	38,590,719
	120,762,991


Trade accounts receivable as at 31 March 2012 and 31 December 2011 can be analysed by their age as follows:

	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Outstanding up to 3 months 
	25,717,403
	113,925,581

	3 - 6 months
	          -
	          -

	6 - 12 months
	          -
	          -

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

	
	
	

	Total
	35,552,666
	123,760,844

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

	
	
	

	
	25,552,666
	113,760,844


8
Inventories, net

	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Palm fruit
	2,670,894
	               -         

	Palm oil
	332,004,808
	357,006,998

	By products from palm oil production
	9,060,521
	17,224,820

	Palm seeds and seedlings
	17,867,878
	16,067,343

	Fertilizers, spare parts and general supplies
	30,093,523
	30,156,264

	
	
	

	
	391,697,624
	420,455,425

	Less  Allowance for diminution in value
	
	

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

	
	
	

	Inventories, net
	389,297,624
	418,055,425


9
Palm plantation, net

	For the three-month period ended 31 March 2012
	Palm plantation and immature palms

	
	Baht

	
	

	Opening net book amount (Audited)
	180,233,448

	Additions
	3,202,843

	Amortisation charge
	(3,554,074)

	
	

	Closing net book amount (Unaudited)
	179,882,217


The Company’s plantation has been made on 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 31 March 2012 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
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Property, plant and equipment, net
For the three-month period ended 31 March 2012
	
	Property,

	
	plant and

	
	Equipment

	
	Baht 

	
	

	Opening net book amount (Audited)
	972,162,115

	Additions
	80,837,136

	Disposals - net
	(871,976)

	Depreciation charge
	(31,055,778)

	
	

	Closing net book amount (Unaudited)
	1,021,071,497


11
Accrued expenses

	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Accrued transportation expenses
	3,616,087
	5,601,892

	Accrued contractors cost
	7,406,698
	10,350,943

	Accrued employee expenses
	37,267,312
	42,821,102

	Others
	7,273,734
	5,969,766

	
	
	

	
	55,563,831
	64,743,703


12
Employee benefits obligation
	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Current portion due within one year
	4,698,404
	4,698,404

	Long-term portion due more than one year
	116,204,659
	112,264,189

	
	
	

	Total
	120,903,063
	116,962,593


The movement on employee benefits obligation is as follows:
	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Opening balance
	116,962,593
	50,300,000

	Effect from the adoption of 
	
	

	   new accounting policy 
	          -
	57,107,830

	Additional employee benefits obligation
	3,940,470
	13,899,441

	Utilised payment during the period/year
	          -
	(4,344,678)

	
	
	

	Closing balance
	120,903,063
	116,962,593
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Share capital and premium on share capital

For the three-month period ended 31 March 2012
	
	
	
	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 31 March 2012 and 31 December 2011, 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.
14
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 information. 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 2012 is 12.82% (the actual average annual tax rate in 2011 was 17.91%).

15
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 (2012: 94 million shares; 2011: 94 million shares).
There are no outstanding potential dilutive ordinary shares, warrants, in issue for the three-month periods ended 31 March 2012 and 2011.
16
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

	
	
	periods ended 

	
	
	31 March

	
	
	(Unaudited)

	
	
	
	2012
	2011

	
	
	
	Baht
	Baht

	
	
	
	
	

	Sale of goods
	
	
	4,590
	                     -


The policy for these related party transactions is as follows:

· Sales of goods are made in the normal course of business and at market prices.

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

	
	
	periods ended 

	
	
	31 March

	
	
	(Unaudited)

	
	
	
	2012
	2011

	
	
	
	Baht
	Baht

	
	
	
	
	

	Purchases of goods
	
	
	6,469,422
	3,901,708

	Purchases of services
	
	
	2,703,106
	           -


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

	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Outstanding balance from purchases of services
	
	

	- Accrued expenses
	244,089         
	                       -


Outstanding balance from purchases of services was included in accrued expenses.
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Related party transactions (Cont’d)
d)
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

	
	
	periods ended 

	
	
	31 March

	
	
	(Unaudited)

	
	
	
	2012
	2011

	
	
	
	Baht
	Baht

	
	
	
	
	

	Short-term employee benefits
	
	
	9,690,087
	9,028,251

	Post-employment benefits
	
	
	1,866,728
	1,974,489

	
	
	
	
	

	
	
	
	11,556,815
	11,002,740
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Commitments and contingent liabilities
As at 31 March 2012, the Company entered into Purchase and Sale agreement to purchase land in the area of 37.89 Rai at the total price of Baht 8,173,889.  The Company made advance payment amounting to Baht 3,049,500 which has been presented as advance payment for purchases of land in the interim financial information. 
Apart from the Purchase and Sale agreement as mentioned above, as at 31 March 2012, the Company had commitments relating to purchases of machinery and equipment amounted to 
Baht 6.98 million, USD 0.09 million and Ringgit 0.06 million (31 December 2011: Baht 26.07 million, USD 0.16 million and Ringgit 0.51 million).
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Foreign currency forward contracts
As at 31 March 2012 and 31 December 2011, the Company had outstanding foreign currency forward contracts to sell USD as follows:

	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Foreign currency forward contracts - cash flow hedges
	
	

	   2012: US Dollar 22.19 million at rates between
	
	

	   Baht 30.60 and Baht 30.99 = 1 US Dollar
	683,274,771
	           -

	   (2011: US Dollar 22.53 million at rates between
	
	

	   Baht 30.79 and Baht 31.49 = 1 US Dollar)
	                      -
	702,005,770

	   
	
	

	
	683,274,771
	702,005,770


As at 31 March 2012, 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 April 2012.

The fair value of the foreign currency forward contracts
The net fair value of the open foreign currency forward contracts at each reporting date is as follows:

	
	31 March
	31 December

	
	2012
	2011

	
	(Unaudited)
	(Audited)

	
	Baht
	Baht

	
	
	

	Favourable(unfavourable) forward foreign exchange 
   contracts, net
	
	

	      - cash flows hedge
	1,584,830
	(9,946,310)

	
	
	

	
	1,584,830
	(9,946,310)


The fair values of forward foreign exchange contracts have been calculated using rates quoted by the Company’s bankers to terminate the contracts at 31 March 2012.

19
Promotional privileges 
During the three-month period ended 31 March 2012, the Company had no change with regard to promotional privilege from the Board of Investment from the year ended 31 December 2011.
20
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 is 98% 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 three-month period ended 31 March  2012, these three CDM projects generated sales of Baht 15.32 million from the sales of electricity authority to the Provincial Electricity Authority grid (for the three-month period ended 31 March 2011: Baht 15.19 million) which has been included as income in these interim financial information. 

Besides, the three projects are estimated to generate annually approximately 90,000 Carbon Credits.  During the three-month period ended 31 March 2012, the Company received 29,764 Carbon Credits which has been sold and recorded as income of Baht 9.70 million in these interim financial information.

As at 31 March 2012, the Company had total assets for three CDM biogas projects amounting to Baht 166 million (31 December 2011: Baht 173 million), and presented as assets in these interim financial information.
21
Post balance sheet event 

At the Annual General Shareholders’ Meeting held on 27 April 2012, the Shareholders approved a dividend payment for the year ended 31 December 2011 of Baht 9.5 per share, totaling Baht 893,000,000.  During 2011, the Company already paid the interim dividends at Baht 4.5 per share, totaling Baht 423,000,000. Therefore, there are the remaining dividends to be paid at Baht 5.0 per share, totaling Baht 470,000,000. The Company will pay remaining dividend in May 2012.
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