Univanich Palm Oil Public Company Limited
Condensed Notes to Interim Financial Information (Unaudited)
For the nine-month period ended 30 September 2019


	1	General information 



Univanich Palm Oil Public Company Limited (the Company) is a public company limited which listed on the Stock Exchange of Thailand. The Company is incorporated and domiciled in Thailand. The address of the Company’s registered office is at 258 Aoluk-Laemsak Road, Aoluk District, Krabi province.

For reporting purpose, the Company and its subsidiaries are referred to as the Group.

The principal business operations of the Group are oil palm plantations, crushing mills, oil palm research and seed businesses and electric power plant with methane capture biogas project.

The interim consolidated and separate financial information are presented in Thai Baht and rounded to the nearest thousand, unless otherwise stated. 

The interim consolidated and separate financial information were authorised for issue by the Board of Directors on
14 November 2019.


	2	Basis of preparation



The interim consolidated and separated financial information has been prepared in accordance with Thai Accounting Standard (TAS) no. 34, Interim Financial Reporting and other financial reporting requirements issued under the Securities and Exchange Act.

The interim financial information should be read in conjunction with the annual financial statements for the year ended 
31 December 2018.

An English version of the interim financial information has been prepared from the interim financial information that is 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.


	3	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 2018, except as described in note 4.

The Group has not early adopted the new and amended Thai Financial Reporting Standards that is effective for annual periods beginning on or after 1 January 2020. The Group’s management is currently assessing the impacts from these standards. 

New and amended Thai Financial Reporting Standards effective for the period beginning on or after 1 January 2019 do not have material impact on the Group.


	4	Change in accounting policies



TFRS 15, Revenue from contracts with customers

The Group has adopted the new Thai Financial Reporting Standards (TFRS) no. 15, Revenue from contracts with customers from 1 January 2019 under the modified retrospective approach and the comparative figures have not been restated. 
The Group did apply practical expedient relates to completed contracts and contract modifications allowed by TFRS 15.  The applying this new standard will not have a material impact on the Group.

The Group recognises revenue from sales of goods at point in time when control of the goods transferred to the customer, which depending on the terms of the underlying contract.  In the case that a customer receives control of the goods at the shipping point, the Company will separate revenue from transportation as another performance obligation and recognise revenue over time of promises to deliver goods to a customer. If a customer receives control of the goods at the destination, the Company will recognise the shipping costs in bringing the product to the destination as cost incurred to complete the promise to transfer goods, which is not a separate performance obligation. The shipping cost will be recognised in the period that sales of goods incurred.

The Group recognises revenue from sales of goods at the price which is entitled in exchange for the goods, net of value-added tax, returns and discounts.  For the contract with more than one performance obligations, the transaction price will be allocated to each distinct performance obligation based on the relative standalone selling price of the goods and other performance obligations.



	5	Estimates



The preparation of interim financial information requires management to make judgements, estimates and assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing this interim financial information, the significant judgements made by management in applying the group’s accounting policies and the key sources of estimation uncertainty were the same as those that applied to the consolidated financial statements for the year ended 31 December 2018.


	6	Segment and revenue information



Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the operating segments, has been identified as Managing Director that makes strategic decisions which is reported as two operating segments information as follows:

1. Oil palm plantations, palm fruit processing, oil palm seed and seedling business 
2. Electric power plant with methane capture biogas project

There was no material activity pertaining to the electric power plant with methane capture biogas project. The Group’s total sales and total assets of the electric power plant with methane capture biogas project represented 1.87% and 2.07% of the total balance in the interim consolidated financial information, respectively. Therefore, the internal reporting is reported as one operating segment information and presented in the same manner as the interim financial information and reported to Managing Director for the purpose of assessment of operating performance by considering from profit before income tax expense.

The Group operated mainly in Thailand. It’s total assets and revenue in Philippines are not material, therefore geographic information has not been presented.

During the nine-month period ended 30 September 2019, the Group recognises all revenues at a point in time.

Information about major customers

During the nine-month period ended 30 September 2019, the Group had no major customer with revenues of 10 percent or more of the Group’s revenue (2018: four major customers amounting to Baht 2,360 million arising from sales of the palm oil products).


	7	Fair value estimation



The financial assets are measured at fair value namely biological assets as disclosed in Note 10.

The carrying amounts of financial assets and liabilities with a maturity of less than one year are assumed to approximate their fair values. The fair values of long-term loans to a subsidiary and long-term loans from financial institutions with interest charged at the floating rates, the carrying amount of such loans approximates the fair value within level 2 of the fair value hierarchy. The calculation of fair values are based on discounted cash flows using discount rates based upon market interest rates for borrowing in the same risk level at the financial position. 

The Group is party to derivative financial instruments, which mainly comprise foreign currency forward contracts. Such instruments are not recognised in the interim financial information on inception. The fair value of foreign currency forward contracts is determined by the market rate of each agreement which is calculated by financial institutions dealing with the Group at the financial position date within level 2 of the fair value hierarchy as disclosed in Note 20.


	
8	Trade and other receivables, net



	
	Consolidated 
financial information
	Separate 
financial information

	
	(Unaudited)
	(Audited)
	(Unaudited)
	(Audited)

	
	30 September
	31 December
	30 September
	31 December

	
	2019
	2018
	2019
	2018

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	
	
	
	
	

	Trade receivables
	203,894
	230,109
	188,720
	177,506

	Less  Allowance for doubtful accounts
	(11,900)
	(11,900)
	(11,900)
	(11,900)

	
	
	
	
	

	Trade receivables, net
	191,994
	218,209
	176,820
	165,606

	Amount due from related parties
	
	
	
	

	   (Note 18 b)
	-
	-
	6,958
	2,296

	Accrued interest income
	357
	300
	357
	300

	Advance payment
	15,191
	25,141
	13,875
	15,189

	Prepayments
	6,449
	4,275
	4,954
	1,578

	
	
	
	
	

	Total trade and other receivables, net
	213,991
	247,925
	202,964
	184,969



Trade receivable can be analysed by their age as follows:

	
	Consolidated 
financial information
	Separate 
financial information

	
	(Unaudited)
	(Audited)
	(Unaudited)
	(Audited)

	
	30 September
	31 December
	30 September
	31 December

	
	2019
	2018
	2019
	2018

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	
	
	
	
	

	Outstanding up to 3 months 
	190,755
	213,647
	176,747
	163,082

	3 - 6 months
	-
	3,740
	-
	2,474

	6 - 12 months
	-
	872
	-
	100

	Over 12 months
	13,139
	11,850
	11,973
	11,850

	
	
	
	
	

	Total
	203,894
	230,109
	188,720
	177,506

	Less  Allowance for doubtful accounts
	(11,900)
	(11,900)
	(11,900)
	(11,900)

	
	
	
	
	

	Trade receivables, net
	191,994
	218,209
	176,820
	165,606




	9	Inventories, net



	
	Consolidated 
financial information
	Separate 
financial information

	
	(Unaudited)
	(Audited)
	(Unaudited)
	(Audited)

	
	30 September
	31 December
	30 September
	31 December

	
	2019
	2018
	2019
	2018

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	
	
	
	
	

	Palm fruit
	3,788
	-
	3,666
	-

	Palm oil
	178,154
	156,127
	160,899
	140,018

	By products from palm oil production
	9,480
	12,411
	8,759
	8,250

	Fertilizers and general supplies
	45,415
	34,082
	45,415
	34,082

	
	
	
	
	

	
	236,837
	202,620
	218,739
	182,350

	Less  Allowance for obsolescence
	
	
	
	

	            of general supplies
	(2,400)
	(2,400)
	(2,400)
	(2,400)

	Less  Allowance for net realisable
	
	
	
	

	            value of inventories
	(6,743)
	-
	(6,743)
	-

	
	
	
	
	

	Total inventories, net
	227,694
	200,220
	209,596
	179,950





	
10	Biological assets



	
	Consolidated and

	
	Separate financial information

	
	(Unaudited)
	(Audited)

	
	30 September
	31 December

	
	2019
	2018

	
	Baht’000
	Baht’000

	
	
	

	Fresh fruit bunches (FFB) growing on palm trees
	9,114
	15,579

	Palm seeds 
	9,458
	9,204

	Palm seedlings for sales
	66,643
	107,278

	
	
	

	Total biological assets
	85,215
	132,061



Biological assets are measured at fair value less costs to sell, determined on the following basis:

· The fair value of FFB growing on palm trees is determined the assumption that measurable value of FFB growing on palm trees is related to the increase in oil palm content, which accrues exponentially one month prior to harvest, as well as of the estimated oil palm content yield. Net cash flows are forecasted using the estimated market price of the FFB growing on palm trees less costs to harvest and transport.  
· The fair value of palm seeds is determined based on the quantity of sellable palm seeds expected to be sold and the estimated market prices less estimated costs to sell.
· The fair value of palm seedlings for sales is determined by using Discounted Cash Flow Method is used to determine fair value. Significant assumptions are such as quantity of sellable palm seedlings at each age and culling rates.

The Group’s finance department includes a team that performs the valuations of biological assets required for financial reporting purposes. The valuation processes has been prepared at least once every quarter, in line with the Group’s quarterly reporting dates.

Management estimates the fair value of FFB growing on palm trees, palm seeds for sales and seedlings for sales. The fair value measurement of the Group’s biological assets are categorized within Level 3 of the fair value hierarchy. The main inputs to the valuation model are unobservable, as they comprise production volume of FFB growing on palm trees and their estimated market prices, the estimated quantity of sellable palm seeds and palm seedlings at each age and the estimation of culling rates.

During the nine-month period ended 30 September 2019, the change in biological assets arising from temporary differences between the tax bases and their carrying amounts of biological assets decreased by Baht 35.38 million and the resulting tax effects of temporary differences which are recognised as deferred tax expense decreased by Baht 7.08 million which has been recorded in this interim financial information.


	11	Property, plant and equipment, net



	[bookmark: OLE_LINK1]
	Consolidated financial information
	Separate financial information

	
For the nine-month period ended
   30 September 2019
	Property, plant and equipment
	
Palm trees
	

Total
	Property, plant and equipment
	
Palm trees
	

Total

	
	Baht’000 
	Baht’000 
	Baht’000 
	Baht’000 
	Baht’000 
	Baht’000 

	
	
	
	
	
	
	

	Opening net book amount 
	
	
	
	
	
	

	    (Audited)
	2,287,987
	131,614
	2,419,601
	2,141,086
	131,614
	2,272,700

	Additions
	239,029
	5,249
	244,278
	114,688
	5,249
	119,937

	Disposals - net
	(25)
	-
	(25)
	(25)
	-
	(25)

	Depreciation charge
	(141,682)
	(8,677)
	(150,359)
	(125,985)
	(8,677)
	(134,662)

	Currency translation differences
	(2,642)
	-
	(2,642)
	-
	-
	-

	
	
	
	
	
	
	

	Closing net book amount 
	
	
	
	
	
	

	    (Unaudited)
	2,382,667
	128,186
	2,510,853
	2,129,764
	128,186
	2,257,950



During the nine-month period ended 30 September 2019, there was no significant progress in the litigations disclosed in the notes to the financial statements for the year ended 31 December 2018. The outstanding litigations relate to the renewal of concessions, including the process of requesting issuance of land ownership titles from the Department of Lands based on the previously possessory rights and utilisation.


	12	Intangible assets, net



	
For the nine-month period ended 
	Consolidated and Separate 

	   30 September 2019
	financial information

	
	Baht’000

	
	

	Opening net book amount (Audited)
	14,360

	Amortisation
	(1,319)

	
	

	Closing net book amount (Unaudited)
	13,041




	13	Trade and other payables



	
	Consolidated
 financial information
	Separate 
financial information

	
	(Unaudited)
	(Audited)
	(Unaudited)
	(Audited)

	
	30 September
	31 December
	30 September
	31 December

	
	2019
	2018
	2019
	2018

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	
	
	
	
	

	Trade payables
	39,961
	28,694
	26,539
	28,367

	Trade payables for purchase
	
	
	
	

	   of palm fruits
	8,027
	7,803
	6,833
	6,081

	Other payables for purchase 
	
	
	
	

	   of fixed assets
	4,962
	9,307
	1,817
	8,251

	Deposit from customers
	3,134
	3,380
	3,134
	3,205

	Others
	11,179
	10,031
	11,120
	9,983

	
	
	
	
	

	Total trade and other payables
	67,263
	59,215
	49,443
	55,887




	14	Long-term loan from financial institution



The movement in long-term loan from financial institutions for the nine-month period ended 30 September 2019 is as follows:

	
	Consolidated financial information

	
	Baht’000 

	
	

	Opening balance (Audited)
	105,686

	Repayment
	(12,891)

	Currency translation differences
	(1,960)

	
	

	Closing balance (Unaudited)
	90,835



The loan is secured by parcels of land owned by a related party, which has the same director as the Group.

Maturity of long-term loan from financial institution is as follow:

	
	Consolidated financial information

	
	30 September
	31 December

	
	2019
	2018

	
	Baht’000 
	Baht’000 

	
	
	

	Long-term loan from financial institution
	
	

	   - Within 1 year
	18,138
	17,681

	   - Later than 1 year but no later than 5 years
	72,697
	82,191

	   - Later than 5 years
	-
	5,814

	
	
	

	Total long-term loan from financial institution
	90,835
	105,686





	15	Income tax expense



Income tax expense for nine-month periods ended 30 September are as follows:

	
	Consolidated
financial information
(Unaudited)
	Separate 
financial information
(Unaudited)

	
	2019
	2018
	2019
	2018

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	
	
	
	
	

	Current income tax expense for
	
	
	
	

	   the period
	67,122
	66,064
	66,145
	66,133

	Net movement of deferred
	
	
	
	

	   income tax during the period
	(4,423)
	(3,204)
	(6,606)
	(7,278)

	
	
	
	
	

	Income tax expense for the period
	62,699
	62,860
	59,539
	58,855



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 is 17.66% (The estimated tax rate for the prior interim period for 2018 was: 19.45%). 


	16	Dividends



At the Annual General Shareholders’ Meeting held on 26 April 2019, the Shareholders approved a dividend payment for the year ended 31 December 2018 of Baht 0.40 per share, totaling Baht 376 million.  During 2018, the Company has already paid the interim dividend at Baht 0.17 per share, totaling Baht 159.8 million. Therefore, the remaining dividend to be paid is Baht 0.23 per share, totaling Baht 216.2 million. The Company paid the remaining dividend in May 2019.

At the Board of Directors’ Meeting held on 8 August 2019, the Board of Directors passed a resolution to approve an interim dividend for the year ending 31 December 2019 of Baht 0.17 per share, totaling Baht 159.8 million.  The Company paid the interim dividend in September 2019.


	17	Non-controlling interests



The movement in non-controlling interests for the nine-month period ended 30 September 2019 is as follows:

	
	Consolidated financial information

	
	Baht’000 

	
	

	Opening balance (Audited)
	65,530

	Capital contributions by non-controlling interest in subsidiary
	40,378

	Total comprehensive income attributable to non-controlling interests
	3,688

	
	

	 Closing balance (Unaudited)
	109,59



In August 2019, the Board of Directors’ meeting of Univanich Carmen Palm Oil Corporation (a subsidiary of Univanich Agribusiness Corporation) called up additional 140,000,000 ordinary shares at the par value Peso 1 per share. The Group holds 51% of total authorised share capital totalling Pesos 71.4 million (Baht 42.03 million) and 49% of the authorised share capital totalling Pesos 68.6 million (Baht 40.38 million) is held by non-controlling interests.













	18	Related-party transactions



a)	Transactions with related parties 

Transactions with related parties for the nine-month periods ended 30 September are as follows:

	
	Consolidated
financial information
(Unaudited)
	Separate 
financial information
(Unaudited)

	
	2019
	2018
	2019
	2018

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	
	
	
	
	

	Other income
	
	
	
	

	- Subsidiaries
	-
	-
	3,804
	4,173

	Interest income
	
	
	
	

	- Subsidiaries
	-
	-
	231
	480

	Purchases of goods
	
	
	
	

	- Other related parties - the same 
	
	
	
	

	   shareholders and directors
	15,626
	15,699
	15,626
	15,699

	Purchases of services
	
	
	
	

	- Other related parties - the same 
	
	
	
	

	[bookmark: _GoBack]   shareholders and directors
	4,481
	5,552
	4,481
	5,552




b)	Outstanding balances arising from sales and purchases of goods and services

The outstanding balances at the end of the reporting period in relation to transactions with related parties are as follows

	
	Consolidated
financial information
	Separate 
financial information

	
	(Unaudited)
	(Audited)
	(Unaudited)
	(Audited)

	As at
	30 September
	31 December
	30 September
	31 December

	
	2019
	2018
	2019
	2018

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	
	
	
	
	

	Amount due from related parties
	
	
	
	

	- Amount due from subsidiaries
	-
	-
	5,379
	1,699

	- Accrued interest income
	
	
	
	

	    from subsidiaries
	-
	-
	381
	163

	- Advance to subsidiaries
	-
	-
	1,198
	434

	
	
	
	
	

	
	-
	-
	6,958
	2,296

	
	
	
	
	

	Accrued expenses
	
	
	
	

	- Other related parties
	
	
	
	

	      - the same shareholders
	
	
	
	

	            and directors
	160
	163
	160
	163

	
	
	
	
	

	
	160
	163
	160
	163




c)	Short-term loans to a subsidiary

The movements of short-term loans to a subsidiary for the nine-month period ended 30 September 2019 are as follows:

	
	Separate financial 
information

	
	Baht’000

	
	

	Opening book value (Audited)
	16,142

	Unrealised loss on exchange rate 
	(933)

	
	

	Closing book value (Unaudited) 
	15,209



The short-term loans to a subsidiary amounting to USD 0.5 million carries interest at the rate of 2% per annum and is due on 31 October 2019. However, on 31 October 2019, the Company entered into Supplemental Agreement to amend the term of repayment to be within 30 December 2019.

d)	Long-term loans to a subsidiary

The movements of long-term loans to a subsidiary for the nine-month period ended 30 September 2019 are as follows:

	
	Separate financial information

	
	Baht’000 

	
	

	Opening book value (Audited)
	96,854

	Addition during the period
	43,483

	Unrealised loss on exchange rate 
	(7,665)

	
	

	Closing book value (Unaudited)
	132,672



The long-term loans to a subsidiary amounting to USD 3 million is due on the first repayment on 21 June 2021. 

In addition, on 2 August 2019, the Company entered into an additional long-term loan agreement with Univanich Agribusiness Corporation amounting to Peso 71.4 million. The repayment of loan is due within 5 years commencing from the draw-down date.

These loans are uncollateralised and interest-free.


e)	Prepayment of land rent

	
	Consolidated financial information

	
	(Unaudited)
	(Audited)

	As at
	30 September
	31 December

	
	2019
	2018

	
	Baht’000 
	Baht’000 

	
	
	

	Current portion of prepayment of land rent
	295
	359

	Prepayment of land rent later than 1 year
	12,769
	12,989

	
	
	

	
	13,064
	13,348




f)	Key management compensation

The compensation paid or payable to key management for the nine-month periods ended 30 September are as follows:

	
	Consolidated
financial information
(Unaudited)
	Separate 
financial information
(Unaudited)

	
	2019
	2018
	2019
	2018

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	
	
	
	
	

	Short-term employee benefits
	39,647
	38,227
	35,504
	37,004

	Post-employment benefits
	3,442
	3,258
	3,442
	3,258

	
	
	
	
	

	
	43,089
	41,485
	38,946
	40,262


















	19	Commitments and contingencies




19.1	Capital commitments

The Group had capital commitments as at the statement of financial position date but not recognised as follows:

	
	Consolidated
financial information
	Separate
financial information

	
	(Unaudited)
	(Audited)
	(Unaudited)
	(Audited)

	As at
	30 September 
2019
	31 December 2018
	30 September 
2019
	31 December 2018

	
	
	
	
	

	Construction, purchase of 
    machinery and 
      equipment agreements
	Baht 5.08 million
MYR 0.07 million
Pesos 100.62 million
	Baht 19.94 million
MYR 2.10 million
USD 0.01 million 
	Baht 5.08 million
MYR 0.07 million
-
	Baht 19.94 million
MYR 2.10 million
USD 0.01 million 




19.2	Letters of guarantee

As at 30 September 2019, the Group had commitments under bank guarantees arising in the ordinary course of business amounted to Baht 2.06 million (31 December 2018: Baht 2.22 million).


	20	Foreign exchange forward contracts



As at 30 September 2019, the Group had outstanding foreign exchange forward contracts to sell USD as follows:

	
	Consolidated and Separate financial information

	
	(Unaudited)
30 September 2019
	(Audited)
31 December 2018

	
	
	Fair values
	
	Fair values

	
	Foreign
	favourable
	Foreign
	favourable

	
	currency
	(unfavourable)
	currency
	(unfavourable)

	
	amounts
	Baht’000
	amounts
	Baht’000

	
	
	
	
	

	Foreign exchange forward contracts
	
	
	
	

	   US Dollar
	0.80 million
	204
	1.50 million
	796



As at 30 September 2019, the Group 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 October 2019. Such contracts are not recognised in the interim financial information on inception.


15
