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2006 REPORT TO SHAREHOLDERS

KIMBE HARBOUR SUNRISE

New Britain Palm Oil Limited (NBPOL) is
Papua New Guinea’s largest oil palm
plantation and milling operation.
NBPOL has continued to consolidate its
position in the region by expanding its
core activities of palm oil production.
NBPOL continues to pursue its objectives
of enhancing shareholder value.
It also places high value on its social obligations to the community by seeking to
achieve the highest standards of environmental management and by working in
sensitive co-operation with all sectors.
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SHAREHOLDING STATISTICS

The twenty largest shareholders in New Britain Palm Oil Limited held 97.05% of the paid up capital as at 31 December 2006. There are 120 million ordinary 25 toea fully paid shares issued.
TOP 20 SHAREHOLDERS
Rank
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

Current
Balance

Investor
KULIM (MALAYSIA) BERHAD
			
WEST NEW BRITAIN PROVINCIAL GOVERNMENT
NATIONAL SUPERANNUATION FUND LTD 		
POSF LTD 							
MINERAL RESOURCES STAR MOUNTAINS LTD 			
NEW CITY INVEST.MANAGERS LTD					
PETROLEUM RESOURCES MORAN LTD				
NEW BRITAIN PALM OIL FOUNDATION LTD 				
PETROLEUM RESOURCES GOBE LTD 				
NICHOLAS MARK THOMPSON 					
ALAN CHAYTOR 							
IAN ARTHUR DICKSON 						
PNG REGISTRIES LTD 						
NEW BRITAIN NOMINEES LTD 					
NASFUND CONTRIBUTORS SAVINGS & LOANS SOC.		
MRS BRENDA SENIOR 						
FRANK J LEWIS 							
SIR GEORGE CONSTANTINOU 					
DANIEL ANDRE JURE-LE MANAC’H 				
RAINA NO 1 LTD 						

DISTRIBUTION OF SHARES
The distribution of shareholders at that date was:
Range of Holdings
11,000
1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and Over
Total 			

			
Number of Holders
		
		
874 		
				
89 		
				
30 		
				
66 			
				
21 			
			   1,080 			

MARKETABLE PARCELS
All parcels held by shareholders are marketable parcels.
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86,082,619
18,000,000
7,024,150
713,141 		
642,350 		
500,000 		
500,000 		
450,000 		
362,630 		
317,000 		
275,000 		
260,800 		
252,468 		
200,685 		
200,000		
154,000 		
150,000 		
136,700 		
124,200 		
111,111 		

% Issued
Capital
71.74%
15.00%
5.85%
.59%
.54%
.42%
.42%
.38%
.30%
.26%
.23%
.22%
.21%
.17%
.17%
.13%
.13%
.11%
.10%
.09%

CORPORATE PRACTICES & CONDUCT

The Directors are aware of the responsibility placed on them in terms of Corporate
Governance and to this end have established committees to deal with issues as
they arise. The Directors recognise the
need for the highest standards of behaviour and accountability.

this Committee to ensure full compliance with the environmental laws and
regulations affecting the Company.
Members:
Winifred Kamit
Dato Mohd Ismail Che Rus
Nick Thompson

AUDIT COMMITTEE
Members:
Tan Sri’ Datuk Arshad Ayub (Chairman)
Ahamad Mohamad
Winifred Kamit
OBJECTIVES:
To review the integrity of published
financial information.
To review the effectiveness of the
Company’s internal systems and controls.
To provide a link between the
board and the Company’s auditors.
To act as necessary in any matters
relating to the financial affairs of the company where appropriate.

KUMBANGO MILL AND REFINERY

OBJECTIVES:
To ensure that land management
practices are consistent with the long term
productivity of the resource, so that land
remains suitable for agriculture use.
To prevent degredation and erosion of any land under Company control.
To conserve and maintain the
quality of ground and surface water.
To manage the impact of development on such critical habitats as coastal wetlands, estuaries, rivers and streams,
to ensure that any possible pollution and
its effects are minimised.
To direct innovative measures to
reduce the effects that any industry byproducts may have on the environment.

REMUNERATION COMMITTEE
Members:
Ahamad Mohamad (Chairman)
Tan Sri’ Datuk Arshad Ayub
Winifred Kamit
OBJECTIVE:
To select suitably qualified persons
to be nominated as Directors to fill vacancies from time to time.
ENVIRONMENT COMMITTEE
In view of the importance that the Company places on protection of the environment and the establishment of the
best procedures for the protection of
the environment, the Board has created
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CHAIRMAN’S MESSAGE

Financially, the company’s balance sheet
remains very strong, although borrowings
are slightly increased due to the increased
investment in the Solomons. The 2006 results were assisted by better prices, which
improved over the course of the year. We
anticipate that oil prices in 2007 will continue to appreciate.
Costs for diesel and international freight
remained high, increasing our costs; revenue also suffered from a temporary ban
by Indonesian Quarantine Authorities on
the importation of Dami seed.
Whilst we exceeded most of our productivity targets and had another record year
in primary production, our profit of 91 million kina was below our expectations of a
pre-tax profit of 106 million kina. As a result
of these factors the net cash flow generated during the year from normal operations was 78 million kina.

It gives me great pleasure to present the
40th Annual Report for New Britain Palm Oil
Limited and to inform our shareholders of
the company’s continued growth.
2006 was a year in which New Britain Palm
Oil Limited produced its largest ever tonnage of palm oil, and our newly acquired
Guadalcanal Plains Palm Oil Ltd commenced processing in the Solomon Islands.

The Company spent 115 million kina on
Capital expenditure both in West New Britain and the Solomon Islands, the shortfall
being made up by borrowings.
The company continues to expand its undertakings in Papua New Guinea, bolstering our base in West New Britain. We developed a further 1,500 hectares of new oil
palm estates as well as replanting 1,500
hectares of existing oil palm.

The company continues to expand rapidly and new developments over the next
decade have the potential for doubling its
current capacity and strengthening its position as one of the worlds most successful
and dynamic companies within the global palm oil industry.

Our smallholder sector continues to thrive,
supplying just over a third of our crop. Payments for the year reached 57 million
kina.

I am pleased to announce that our new
acquisition in the Solomon Islands began
processing fresh fruit bunches in May and
is now yielding revenue with a contribution
of nearly 7,000 tonnes of palm product for
the year.

We continue, as we have for many years,
to provide credit facilities for the smallholders at our own expense, as well as voluntarily funding half of the Oil Palm Industry
Corporation’s extension programmes.

Prospects look excellent with Tetere Mill expected to process over 100,000 tonnes
of ffb in 2007. The support from both the
government and the community in the
Solomon Islands has been greatly encouraging. The replanting programme remains on track, as does the rehabilitation
of housing and facilities, providing a firm
foundation for future expansion.

In 2006 New Britain Palm Oil Limited persistently exploited the tax credit facilities to
continue improving and upgrading public roads. K4.6 million was spent on rehabilitating parts of the New Britain Highway
during the year, K2 million more than that
spent under tax credit arrangements in
the previous year.
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The New Britain Palm Oil Foundation continues to fund infrastructure for education,
health and policing. In 2006 the Foundation spent K507,242 in both secondary
and primary schools, largely in the form of
additional classrooms - a number of which
were constructed in 2005. The Foundation also donated K199,465 to the Kimbe
General Hospital Improvement Project as
counterpart funding.
All the many achievements of the past
year and the prospects for the coming
year result from the hard work and commitment of our employees and on behalf
of the Shareholders and Board I would like
to thank them all.

Ahamad Mohamed
Chairman
27 March, 2007

DAMI OIL PALM RESEARCH STATION
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A FIVE YEAR SUMMARY OF GROWTH

(all amounts in K’000’s)
2006

2005

2004

2003

2002

Financial Performance year 31 Dec
Revenue
Profit from ordinary activities
Profit after tax
Cash flow from operating activities
Average price cpo (US$ per tonne (cif)
Average price pko (US$ per tonne (cif)

408,813
91,181
65,496
78,472
469
605

354,900
90,233
64,369
113,042
442
656

392,176
126,317
88,355
111,985
471
654

340,099
109,223
76,654
118,041
459
467

319,111
101,709
68,001
60,732
387
436

At Year End
Share Capital
Shareholders Equity
Working Capital
Total Assets

30,000
410,135
71,913
591,208

30,000
368,295
68,440
498,039

30,000
345,507
112,159
490,717

30,000
262,838
61,764
446,562

30,000
247,081
93,840
382,360

55
10
5.47
3.42

54
40
1.35
3.07

74
12
6.14
2.88

63.9
35
1.83
2.19

56.7
20
2.84
2.06

717,429
337,100
1,054,529

628,572
323,211
951,783

614,960
288,878
903,839

552,284
264,967
817,250

502,533
259,144
761,677

235,099
59,386
3.57

213,189
54,769
12.38

203,612
52,834
8.00

185,756
45,826
6.05

171,117
44,301
3.76

Own Mature Oil Palm (hectares Dec.)
Yield (Palm Produce Tonnes/hectare)

28,016
7.1

26,321
6.7

25,501
7.0

23,564
6.5

23,433
5.9

Secondary Products
PK Processed into: Palm Kernel Oil (PKO)
Palm Kernel Expeller (PKE)

23,789
23,946

21,090
28,322

21,527
27,917

18,646
23,959

18,026
23,375

CPO Refined
Refined Palm Oil Produced (RPO)
Fatty Acid Distillate (PFAD) Produced

74,492
70,858
3,238

82,427
78,086
3,531

91,863
87,873
3,949

75,120
71,107
2,896

-

RPO Fractionated into: Palm Olein (RPL)
Palm Superolein (RPSL)
Palm Stearin (RPS)

29,030
13,027
11,178

40,309
11,349
15,228

46,582
6,367
17,715

32,507
1,472
11,933

-

General Statistics
Earnings per share (toea)*
Dividends per share (toea)*
Dividend cover (times)
Net asset backing per share (kina)*
*adjusted for share split 1999
Production Volumes (tonnes)
FFB from Own Plantations
FFB from Outgrowers
Total FFB processed
Primary Products
Crude Palm Oil Produced (CPO)
Palm Kernels Produced (PK)
Oil Palm Seeds (million sold)
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BUSINESS REVIEW

vigilance and determination are needed
to improve the performance of the public sector, in particular extra resources are
needed in key departments that affect
agriculture, notably the Department of
Lands and Physical Planning and the Department of Agriculture. Both departments
struggle to deliver the services that are required for Papua New Guinea’s agricultural sector and growth is stifled as a result.

Founded in 1967, New Britain Palm Oil Ltd
(NBPOL) is the largest palm oil producer in
the South Pacific - operating 18 oil palm
estates, 4 oil mills, an oil refinery and fractionation plant, oil palm plant breeding
and seed production facilities - in addition
to an integrated oil palm and beef cattle
enterprise on the North coast of West New
Britain Province.

In West New Britain Province the local administration has been in constant turmoil
as Provincial Administrators frequently
come and go, making life difficult for everyone especially as policy initiatives are
not followed through.

On the 28th April 2005 NBPOL acquired an
80% shareholding in Guadalcanal Plains
Palm Oil Ltd (GPPOL) situated in Guadalcanal province in the Solomon Islands.
GPPOL assumed control of the land and
associated fixed assets of Solomon Islands
Plantation Ltd (an established oil palm
estate) that was abandoned in 1999 following the ethnic tensions in Guadalcanal. GPPOL has a further 3 oil palm estates and an oil mill that after renovation
started production and export of palm oil
in 2006.
The NBPOL’s combined holdings now total 42,194 hectares under cultivation and
in addition purchases oil palm fruit from
small-holders grown on a further 23,640
hectares. NBPOL is also one of the world’s
largest producers of oil palm seeds and
has joint venture seed production facilities
in Colombia, Indonesia and Malaysia.

DAMI SEEDS ARE ALL BATCHED BY PROGENY

In the Solomon Islands it has been a year
of political change with a new Government elected. The much-publicised unrest
in Honiara in the middle of 2006 thankfully
had little impact on any of our operations
sited on the Guadalcanal Plains. The Regional Assistance Mission Solomon Islands
(RAMSI) continues to provide valuable
support and is essential for the continued
confidence investors need in terms of security and policing.

Review of External Environment – Macro
& Industry
In 2006 the Papua New Guinea economy
continued to strengthen with exchange
rates against most major currencies remaining stable. Foreign reserves continued to grow and inflation was kept under
control at 5.3%, as the Government continued to control spending and reap the
rewards of high commodity prices, notably in the mineral and energy sectors.

The palm oil market traded at the start of
the year in a range between 420-440 US
dollars per tonne of crude palm oil CIF Rotterdam basis. High mineral oil prices and
the growing global move (most notably in
Europe) towards sustainable energy sources further stimulated the bio-diesel and
bio-energy sectors with many processing
plants being built, or being planned for
commissioning in 2007.

In 2007 we will see a general election, as
this government completes its five year
term. The new administration will inherit a
much improved economy but continued
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The potential draw down on vegetable oil
stocks to service this demand is very significant and has as a result, forced prices
higher for all vegetable oils. The drawdown
on world vegetable oil stocks has been estimated by some analysts to be 7-800,000
tonnes by September 2007.

accused of importing seeds infected with
a “lethal yellows phytoplasma”. Papua
New Guinea’s inspection and quarantine
service (NAQIA) had samples independently tested in Australia and all of the
results consistently showed our material to
be free of phytoplasma. After much misinformed and unfortunate publicity in Indonesia a collaborative joint testing exercise
in Indonesia with Indonesia quarantine
and NAQIA scientists confirmed that the
material was free of phytoplasma.
Financial & Operational Performance
2006 was another record production
year for palm oil production and was the
first year that we processed in excess of
one million tonnes of oil palm fruit. Crude
palm oil production reached a record
235,099 metric tonnes and in addition we
produced 23,789 tonnes of crude palm
kernel oil bringing the total crude oil production to 258,888 tonnes, some 10.5 %
higher than 2005. The increase in oil output was due primarily to higher fruit yields.

CRUDE PALM OIL, PALM KERNEL OIL, OLEIN AND STEARIN ALL BEING LOADED
ON TO JIPRO DREAM

The commodity focus for vegetable oils
has subsequently changed from pure food
and oleo-chemical uses to include the
fuel and energy sectors. As a result palm
oil prices have strengthened dramatically
and in the last week of December prices
of crude palm oil fluctuated between US
$590-630 per tonne, a level that was last
seen in January 1999.

The estates in Papua New Guinea averaged 25.5 tonnes per hectare for the year
whilst harvesting started in the GPPOL estates in mid 2006 with an average of 10.5
tonnes per ha for the June to December
period. The highest yielding estates again
exceeded 8 tonnes of oil and kernel per
hectare.

At this level demand starts to suffer, primarily in countries with a low average income.
This has recently prompted the Indian
Government to reduce import duties on
palm oil in order to bring down domestic
prices.
The future for palm oil prices remains
firm, it is probably not realistic to expect
prices to continue trading at levels above
600 US dollars for a prolonged basis but
levels above 500 US dollars seem to be
achievable for the next couple of years
given the uptake of vegetable oil for energy consumption and whether it be rape,
soybean, or palm oil is irrelevant as all of
these oils have a high degree of substitution in the vegetable oil sector.

The overall age profile of the estates is still
very young with a weighted average age
since field planting of only 8.6 years in PNG
and 13.5 years in the Solomon Islands. As
a group, a third of our planted area is less
than 4 years old.
300,000

Crude Oil Output

280,000
260,000
240,000
220,000
200,000
180,000
160,000
140,000

The oil palm seed export business was severely impaired in 2006 as a result of the
Indonesian Quarantine officials suspending seed imports. NBPOL was incorrectly

120,000
100,000

2001
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2002

2003

2004

2005

2006

2007

Forecast

The progress in GPPOL to achieve our targets of starting harvesting and processing
approximately 12 months after starting
operations is pleasing. Oil shipments from
Honiara to Europe have gone smoothly
and the palm kernel is being shipped via
containers to Kimbe for crushing at our kernel crushing plant based at Kumbango.

tonnes per hour was some 4 months later
than planned. This necessitated the mills
running extended hours during the period
Jan-July. Extraction rates of crude palm oil
and palm kernel remained at 28% consistent with previous years.
The newly refurbished mill in the Solomon
Islands, Tetere Oil Mill (TOM), produced results comparable with those of our PNG
operations despite some very variable
fruit quality in the first few months of operation.

There is still much to do in the Solomon
Islands to bring field standards in line
with those of our New Britain estates,
however as more accommodation for
our employees is built on site and more
stability and expertise is built amongst our
local workforce these improvements will
be evident in 2007.

The graph below presents palm product
(crude palm oil plus palm kernels) extraction since 1980. It is interesting to note the
effect of the introduction of the pollinating
weevil in 1981 and the consistent extraction rates since 1992.

The company’s oil mills coped well with
the record crop, especially as the Numundo oil mill’s expansion from 40 to 80

Palm Product (CPO + PK) extraction rates

30.00%
28.00%
26.00%
24.00%
22.00%
20.00%

The 2005 and 2006 average commodity
prices received for both crude and refined
oils show little difference, as the rally in
vegetable oil prices occurred at the end
of 2006 when most of our oils had already
been sold.
Prices US$ per tonne
cif Europe
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The table below compares the average
commodity prices over the past 4 years
for the company’s oil products:

2003

2004

2005

2006

‘05 vs ‘06

Crude Palm Oil

$459.09

$471.12

$441.95

$467.28

+5.7%

Crude Palm Kernel Oil

$467.77

$654.55

$655.67

$604.45

-7.8%

Refined Palm Oil

$451.33

$531.87

$474.71

$502.18

+5.8%

Palm Olein

$480.27

$528.27

$506.27

$522.58

+3.2%

Palm Stearin

$454.34

$518.99

$443.16

$493.68

+11.4%

Palm fatty Acid Distillate

$333.80

$418.12

$356.39

$397.80

+11.6%
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Our revenue grew in 2006 to K408 million
kina and our operating profit of K91.18
million was heavily impacted by the loss
of seed sales revenue from Indonesia. If it
was not for this unfortunate and ill informed
intervention by the Indonesian Authorities a
further 17 million kina was potentially available and budget profit levels would have
been exceeded. All of the confirmed orders from our Indonesian seed customers
had to be deferred.

Generally most other costs within Management’s control were under budget, reflecting continuing control and management
at all levels of the Company.
The unique integrated beef and oil palm
production system at Numundo continued
to consolidate in 2006. The cattle herd
comprises of 4146 head comprising of
1,740 head of breeding stock, 974 calves
and 1,257 animals in the feedlot. During
the year we undertook an intensive review
of our animal health status and breeding
performance with the help of Veterinary
expertise from Australia. As a result some
new initiatives will be followed in 2007 to
improve calving percentages from our
current 70+% to over 80%. This intensive
operation is managed on an area of only
677 hectares intercropped with oil palm.

During 2006 the kina continued to strengthen against the US dollar, by almost 3%.
This had a negative effect on our results of
approximately K4 million. In 2005 the rates
received for our exports were on average
32.23 US cents compared to approximately 32.55 cents in 2006. In addition,
the continued high prices of mineral oil
based fuels meant continued high freight
costs to export our palm oil to Europe, as
well as costing more for the fuel to transport fruit to our mills and palm oil to the
wharf as noted in 2005.

Corporate, Business and Key Functional
Strategy
The company continues to pursue its two
pronged strategy of organic growth based
on low levels of gearing and a continued
emphasis on raising oil yields through our
“30:30” initiative of raising fruit yields and
palm product extraction rates to 30 tonnes
and 30% respectively.

The refinery continued to under-perform in
terms of throughput whilst the quality of refined products was again stable and well
within expected parameters. The low refinery throughput increased our unit costs
and lowered our sales of refined oil products, which attract higher margins. The total reduction in revenue resulting from this
was approximately K7 million.

The acquisition of the Solomon Islands assets in 2005 and the start of production
and oil exports in mid-2006 was an important achievement. Our aggressive strategy
of replanting palms in excess of 22 years
of age continues.

Greater management input into the refinery operations is a current priority. In addition the costs for operating the oil mills
rose significantly during the year, some of
these were linked to increases in material
costs notably steel, others were related to
a heavier than expected repair and refurbishment programme.

In 2006 we replanted 1,227 hectares in
GPPOL and 1,846 hectares in NBPOL. In
addition we planted a further 1,609 hectares of new area in New Britain during the
year, making 2006 a record year for planting with some 4,682 hectares of palms
planted.
It is our aim to expand the GPPOL planted
area to as close to 15,000 hectares as is
possible, depending on land availability.
The 2007 programme includes a planting
programme for GPPOL of 1000 hectares.
In New Britain we have identified an area
of approximately 15,000 hectares that appears highly suited to oil palm cultivation.

PACKAGING AT KUMBANGO OIL REFINERY
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In 2006 we further expanded the planted
area in New Britain by 1,574 hectares.

RESEARCH and DEVELOPMENT
Plant Breeding

In terms of milling capacity we expanded
Numundo Oil Mill from 40 to 80 tonnes per
hour as well as commissioning Tetere Oil
Mill in the Solomon Islands after its refurbishment. Planning has largely been completed for the 2007 expansion of Kumbango Oil Mill capacity from 40 to 60 tonnes
per hour. Further plans are been reviewed
for our next generation of oil mills planned
for 2009 and onwards.

NBPOL places a great deal of emphasis
on its plant breeding and seed production activities as primary drivers of palm oil
yields and profitability. The plant-breeding
program entails both short term and longterm improvement programs. The company has many field trials, 46 to be precise, whereby potential new commercial
progenies and potential breeding palms
are tested.

Prospects & Plans
A further 2 new trials are planned to start
recording in 2007. Testing involves not only
detailed fruit yield and vegetative measurements but also laboratory analysis
of individual fruit bunches to measure oil
yield.

Five Year Projection of FFB Production
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In 2006 we analysed approximately
25,000 individual bunches and the program is even larger for 2007. A new laboratory based at Kapiura will come on
stream in mid 2007 to meet this demand.
The focus is on selecting palms that have
the potential to yield at least 9 tonnes of
oil per hectare in ideal environments.
Bio-Technology

325435
333570.9
341910.1
350457.9
359219.3

At the company’s tissue culture laboratory at Dami from a selection of 89 elite
breeding palms we have successfully reproduced 1,364 clones that have been
field planted for use in our mono and biclonal seed production programs. A further 770 palms are at the nursery stage,
and we expect to start commercial cloning of our best progenies for use directly
in the estates in 2007. Thankfully due to
continued vigilance the overall contamination in the laboratory cultures remained
low (<0.13%).

The crop prospects for PNG and the Solomon Islands look promising over the next
five years as an increasing number of
hectares of young palms come into maturity. The above projection assumes a
modest 2.5% increase per annum for the
out-grower’s crop and a new planting programme of a further 13,000 hectares.

Our program to obtaining double haploid
palms remains elusive, work has slowed to
give priority to “suspension culture” where
a 3-month project on yielded promising
results and an insight into the problems
of field abnormality. Work continues and
preparations are underway to patent the
process. A spin off of the program will be

Obviously the growth in the Company’s
production base will require substantial investment capital. In this regard the Company is ideally placed with a low level of
financial gearing allowing us to utilise both
debt and retained profits for this purpose.
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a further understanding of the mechanics
of double haploid production.

after joint testing done by Dami representative and the Indonesian Quarantine scientists at the end of December, 2006. The
confirmation of the from Indonesian Quarantine have since confirmed the absence
of lethal yellowing phytoplasma and this
has been communicated to PNG NAQIA
in early January, 2007. It is now more likely
the “ban” would be lifted in early 2007.

Seed Production
The Seed Production Unit continues to be
certified to the ISO 9001 standard (SGS,
Australia). The surveillance audit for 2006
yielded no major corrective actions. A further audit is expected in March 2007, and
no problems are envisaged. A measure
of the purity of oil palm seed is the level
of “Dura contamination”. In 2006 we are
happy to report that Dami seed recorded
a dura contamination rate of only 0.007%,
our target is zero percentage.

Seed sales for 2006 were further affected
by the military coup in Thailand. For the
whole year, 3.5 million seeds were sold
against a budget of 11.5 millions. Dami
has sold over 135 million seeds since its establishment in late 1975 (see graph overleaf). Eight seed gardens are currently in
use. With a very strict selection regime only
10% of the palms in the seed gardens are
used for commercial seed production.

Unsubstantiated claims of phytoplasma
infection and subsequently the banning
of importation of Dami seeds to Indonesia
impacted seed sales in 2006. A comprehensive testing program using Australian
Department of Primary Industries laboratories on Dami seed palms showed this
claim to be false.

At Dami a total of 1,989 dura palms and 9
pisifera palms are used as female & male
parents respectively for producing hybrid
seeds. The seed export market should recover in 2007 when the quarantine issue
with Indonesia is resolved.

Final resolution of the claim was reached
20
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SEED PRODUCTION AND SALES
1975 - 2006 (with 2007 projection)
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MILLION OF SEEDS
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10
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Total Sales
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Work continues on mapping specific locations that are vital to manage the environment. In 2007 this work will expand
to include high conservation value forests
(HCVF) and sites of specific scientific and
cultural interest (SSCI). NBPOL operates an
oil palm management database that has
10 years of historical data.

Agronomy
Set up in 2003 the agronomy section has
moved from providing Technical services
to the plantation to full involvement with
research and development. Soil resource
mapping together with full estate cartography have been completed, with new
developments routinely surveyed as they
come on line. Estate mapping has been
completed for GPPOL using “Quickbird”
satellite imagery.

The program is now been used to determine sites for new agronomy trials and to
determine reasons for good or poor performance. In addition the Geo-Dami soft-
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ware (developed in-house) is now being
used to track individual seed palm performance as well as pest and disease incidence. In 2007 the program will be used
to collate data on commercial areas
planted by identified progeny.

sion control, alternatives to the herbicide
“paraquat” and genetic and environmental interactions in the nursery and immature phases of planting.
The agronomy department continues to
assist the company in monitoring fertilizer usage and determining future recommendations. This service has now
been expanded to include the Solomon
Islands. Due to expansion several sub stations have been created and the actively
linked to that of plant breeding.

A total of 9 major Agronomy trials are underway. The largest (1500 ha) is comparing the performance of palms receiving
phosphate for the first time. The remaining
trials are investigating the use of organic
fertilizers such as compost and palm oil
mill effluent, strategies for better soil ero-

Average Yield by Age
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Environmental Management

audits were conducted with the focus in
2006 of more involvement of line managers. In addition NBPOL has hosted two
compliance audits conducted by the Department of Environment & Conservation
aimed at benchmarking the company’s
performance against the National Environment Act (2000).

NBPOL operates an environmental management System (EMS) that is certified to
the international standard ISO 14001:2004.
NBPOL was certified in April 2004. The recertification audit is schedule for March
2007. This will be the 1st triennial audit and
with the robust systems already in place,
no major issues are anticipated.

The NBPOL Sustainable Oil Palm Manual
was re-issued in April and has now become a tool, for field managers to manage sustainability issues. The manual now
includes organisation charts, plantation
maps, plantation soil maps and profiles,
together with legal and industry codes of
practices as well as technical notes from
the PNG Oil Palm Research Association.

NBPOL continues to believe that its current practices for the production of palm
oil are sustainable and accepts that to
maintain these each individual operation
must be regularly scrutinized. NBPOL has
a company environmental advisor; the
job holder is a qualified auditor (International Register of Certificated Auditors). As
it matures, internal auditing is now more
intrusive.

Training is still ongoing and for training
that is recorded, the training register now
stands at 463 sessions with a total 1748
hrs and 6050 attendances since 2004.

Since accreditation, a total of 337 internal
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There were 281 sessions for 2006. Awareness for the new ISO14001:2004 standard
was conducted for all senior executives in
February by ATM Consultancies.

outlined in the ISO 18000 (OHS) guidelines.
In order to ensure that OHS becomes firmly
embedded within the thinking of line mangers a two year program began in June
2006 and is expected to be completed
in June 2008.

The central environmental laboratory commenced operations in September 2006.
Additional parameters for environmental
testing have been initiated and a system
for water and other environmental testing
have now been put in place. In addition to
mill effluent and potable water sampling,
nitrate and phosphate measurements are
now routinely measured.

To enhance this program a professional
Occupational Health and Safety (OHS)
Advisor was recruited to staff and the
Safety, Health and Environment Committee was re convened to oversee the integration with other ISO standards within the
organisation. An Australian Federal health
and Safety inspector has been engaged
as consultant to the program. Adopting a
practical approach, awareness, training
and education has progressed alongside
of implementation.

The introduction of an Environmental incident Form has now been widely adopted
and used to record incidents and near
misses. There are now 154 incidents registered, 102 of them in 2006. Most are of
a minor nature. Less a reflection on poor
performance the large number shows engagement of employees in the process of
environmental stewardship.

Progress is on schedule with a review of
all medical statistics completed along
with interviews of all key staff. As a result
a comprehensive Hazard Identification
and Risk Assessment has been carried out
across the entire operations and provides
the backbone of the program. Policy and
top management documents have been
prepared and the program has moved
onto control and auditing.

Participation in the Round Table for Sustainable Palm Oil (RSPO) has been maintained. With NBPOL now represented on
the executive board and actively involved
in determining the Principles, Criteria and
Indicators for oil Palm sustainability. The
PNG National Interpretation Working Group
(facilitated by NBPOL) has already interpreted the RSPO Principles & Criteria into
the PNG context with the Pidgin versions
being released.
The PNG group continues to exert a strong
influence on other producing countries.
The PNG Interpretation Working Group has
now become the Implementation Working Group and in addressing wider issues
such as of Smallholder engagement and
High Conservation Value Forests.

MECHANICS SERVICING OUR FLEET OF JOHN DEERE TRACTORS

Pilot audits against the RSPO P&C shows
NBPOL poised for certification as a sustainable palm oil producer.

Management Information Systems
During 2006, NBPOL upgraded its main
Pronto software from version 403 to ProntoXI 650.4 and combined with an upgrade
of the SQL Server from version 7 to SQL
2000, provides more functionality. During
the year the computer network was expanded to connect the two Transport sub-

Occupational health and Safety
NBPOL commenced its new initiative on
creating a safer environment for employees. NBPOL is reviewing all OHS issues and
bringing them in line with the approach
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stations in the Numundo group of plantations and Kapiura.
New software developed in-house was
introduced at all weighbridges and improvements are continuing to increase
efficiency. In addition the company has
engaged a programmer to replace the
TOPSS/MCS systems.
Training in most common applications
was introduced in 2006 and a total of 54
sessions were held. Evaluations were undertaken and relevant documentation
and materials were developed.
During 2007 it is expected that the upgraded pronto system will be further rolled
out to allow for connectivity to the head
office installation.

COMPLIANCE WITH ISO 14001 IS RELIANT ON REGULAR INTERNAL AUDTING
AND MONITORING
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REPORT OF THE DIRECTORS TO THE
SHAREHOLDERS

Your directors take pleasure in presenting
their Annual Report, including the financial
statements and consolidated financial
statements of the company and its subsidiaries for the year ended 31 December
2006.

DIVIDENDS
A dividend of K0.10 (toea) for the year
ended 31 December 2006 was declared
and paid during the year.
REMUNERATION OF DIRECTORS
Director’s remuneration, including the
value of benefits, received during the
year, is as follows:
GROUP AND
HOLDING
COMPANY

ACTIVITIES
During the period, the group has continued to grow and process oil palm fresh
fruit bunches harvested from its own plantations as well as from surrounding smallholders in West New Britain, Papua New
Guinea.

2006 2005
K’000 K’000
Hj Ahamad Mohamad
190
N.M. Thompson
817
Tan Sri’ Dr Arshad Ayub
95
Dato Mohd Ismail Che Rus
95
Mrs Winifred Kamit
95
Sheik Sharufuddin Sheik Mohd 95

The group also continued its investment
in the Solomon Islands where oil palm rehabilitation continued and harvesting and
milling commenced during the year.
The group also has a subsidiary company
which maintains a bank of oil palm genetic materials in Australia.
RESULTS
Net profit attributable to the shareholders
was K65,496,000 (2005: K64,369,000).
Equity of the group at the year-end totalled
K410,135,000 which was an increase of
K41,840,000 over the 2005 year-end total
of K368,295,000.

AN EARLY START AT KUMBANGO PLANTATION
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REPORT OF THE DIRECTORS TO THE SHAREHOLDERS (cont)

REMUNERATION OF EMPLOYEES
The number of employees (not including directors) whose remuneration, including benefits was within
the specified bands was as follows: (2005 figures in parenthesis).

Band In Kina
K100,000 - 109,999
K130,000 - 139,999
K160,000 - 169,999
K190,000 - 199,999
K230,000 - 239,999
K260,000 - 269,999
K290,000 - 299,999
K330,000 - 339,999
K360,000 - 369,999
K390,000 - 399,999
K450,000 - 459,999
K490,000 - 499,999
K520,000 - 529,999
K600,000 - 609,999
K650,000 - 659,999
K740,000 - 749,999

Number
4 (3)
4 (2)
1 (2)
1 (1)
3 (0)
1 (0)
1 (1)
2 (0)
0 (1)
0 (1)
1 (1)
1 (0)
1 (0)
0 (1)
0 (1)
1 (0)

Band In Kina
K110,000 - 119,999
K140,000 - 149,999
K170,000 - 179,999
K200,000 - 209,999
K240,000 - 249,999
K270,000 - 279,999
K300,000 - 309,999
K340,000 - 349,999
K370,000 - 379,999
K400,000 - 409,999
K460,000 - 469,999
K500,000 - 509,999
K540,000 - 549,999
K630,000 - 639,999
K670,000 - 679,999
K810,000 - 819,999

Number
0 (4)
4 (1)
3 (0)
0 (1)
1( 0)
1 (1)
1 (1)
0 (1)
0 (1)
0 (1)
1 (2)
0 (2)
0 (1)
1 (0)
0 (0)
1 (0)

Band In Kina
K120,000 - 129,999
K150,000 - 159,999
K180,000 - 189,999
K210,000 - 219,999
K250,000 - 259,999
K280,000 - 289,999
K310,000 - 319,999
K350,000 - 359,998
K380,000 - 389,999
K440,000 - 449,999
K470,000 - 479,999
K510,000 - 519,999
K550,000 - 559,999
K640,000 - 649,998
K720,000 - 729,999
K920,000 - 929,999

Number
2 (2)
4 (0)
2 (1)
0 (2)
2 (0)
0 (1)
1 (1)
2 (0)
1 (0)
1 (2)
0 (0)
0 (1)
0 (0)
1 (0)
0 (2)
0 (1)

INTERESTS REGISTER
Details of directors’ interests in the equity of the company as at the date of this report are as
follows:
N.M Thompson 317,000 Fully Paid Ordinary Shares
AUDITORS
Details of amounts paid to the auditors PricewaterhouseCoopers for the audit and other services are shown in note 3 to the financial statements.
DONATIONS
The total amount of donations made by the company and the group is stated in note 3 to the
financial statements.
For and on behalf of the Board

Managing Director
Chairman
Signed at Mosa, West New Britain
23 March 2007
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INDEPENDENT AUDIT REPORT

rectors have resolved not to adopt IAS
41 for the reasons set out in note 1(w).
Scope
The financial report and directors’ responsibility

Qualified Audit Opinion
In our opinion,
a) the financial report of New Britain Palm
Oil Limited:

The financial report comprises the balance sheet, income statement, statement of changes in equity, statement of
cash flows, and the accompanying notes
to the financial statements for both New
Britain Palm Oil Limited (the company)
and the New Britain Palm Oil Group (the
group) for the year ended 31 December
2006. The group comprises both the company and the entities it controlled during
that year.

• gives a true and fair view of the financial
position of New Britain Palm Oil Limited and
the New Britain Palm Oil Group at 31 December 2006 and of their performance
for the year ended on that date and
• except for non-compliance with IAS 41,
is presented in accordance with the Companies Act 1997, International Financial
Reporting Standards and other generally
accepted accounting practice in Papua
New Guinea

The directors of the company are responsible for the preparation and true and fair
presentation of the financial report in accordance with the Companies Act 1997.
This includes responsibility for the maintenance of adequate accounting records
and internal controls that are designed to
prevent and detect fraud and error and
for the accounting policies and accounting estimates inherent in the financial report.

b) proper accounting records have been
kept by the company as far as appears
from our examination of those records
and
c) we have obtained all the information
and explanations we have required.

Audit approach

This opinion must be read in conjunction
with the qualification paragraph below
and the rest of our audit report.

As stated in note 1(w), the company has
not complied with IAS 41: Agriculture. This
standard became applicable for accounting periods commencing on or after 1 January 2003. IAS 41 applies to all
agricultural activity and, in substance,
requires all biological assets and agricultural produce to be measured at fair
value, with changes in fair value reported
as part of the profit or loss for the period.

We conducted an independent audit in
order to express an opinion to the members of the company. Our audit was conducted in accordance with International
Standards on Auditing, in order to provide
reasonable assurance as to whether the
financial report is free of material misstatement. The nature of an audit is influenced
by factors such as the use of professional
judgement, selective testing, the inherent
limitations of internal control and the availability of persuasive rather than conclusive evidence. Therefore, an audit cannot
guarantee that all material misstatements
have been detected.

The implementation of IAS 41 is likely to
have a significant impact on the carrying amount of the group’s biological
assets and its performance as reported in the financial statements. The di-

We performed procedures to assess
whether in all material respects the financial report presents fairly, in accordance
with the Companies Act 1997, International Financial Reporting Standards and other

Qualification – non-compliance with IAS
41: Agriculture
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generally accepted accounting practice
in Papua New Guinea,a view which is consistent with our understanding of the company’s and the group’s financial position
and of their performance as represented
by the results of their operations and cash
flows.
We formed our audit opinion on the basis
of these procedures, which included:
• examining, on a test basis, information to provide evidence supporting the
amounts and disclosures in the financial
report and
• assessing the appropriateness of the
accounting policies and disclosures used
and the reasonableness of significant accounting estimates made by the directors.
We read the other information in the Annual Report to determine whether it contained any material inconsistencies with
the financial report.
While we considered the effectiveness
of management’s internal controls over
financial reporting when determining the
nature and extent of our procedures, our
audit was not designed to provide assurance on internal controls.

NUMUNDO FEEDLOT AND ABBATOIR

Our audit did not involve an analysis of the
prudence of business decisions made by
directors or management.
Independence
In conducting our audit, we followed applicable independence requirements of
CPA Papua New Guinea and the Companies Act 1997.

PricewaterhouseCoopers
By: SC Beach, Partner
Registered under the Accountants Act
1996
Port Moresby
Papua New Guinea
27 March 2007
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INCOME STATEMENT

Consolidated

Holding Company

2006

2005

2006

2005

K’000

K’000

K’000

K’000

408,813

354,900

395,344

352,212

(160,936)

(134,953)

(154,003)

(134,705)

247,877

219, 947

241,341

217,507

2, 368

11,970

3,138

  10,245

Administrative expenses

(39,622)

(41,912)

(39,935)

(38,907)

Distribution costs

(82,465)

(70,221)

(80,713)

(70,221)

Depreciation and amortisation

(36,977)

(29,551)

(34,515)

(29,321)

91, 181

90,233

89,316

89,303

(2,669)

(1, 281)

(826)

(1,810)

1,021

672

-

-

89,533

89, 624

88,490

87,493

(24,037)

(25,255)

(24,002)

(24,193)

   65,496

64,369

64,488

   63,300

66,066

64,263

(570)

106

65,496

64,369

K

K

-Basic

0.55

0.54

-Diluted

0.55

0.54

Notes

Revenue

2

Cost of sales
Gross profit

Other income

Profit from operations

2

3

Finance costs
Share of profit from joint venture

24

PROFIT BEFORE INCOME TAX
Income tax expense

4

NET PROFIT FOR THE YEAR
Attributable to:
Equity holders of the company
Minority interest

Earnings per share

23

This income statement is to be read in conjunction with the notes on pages 28 to 43
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STATEMENT OF CHANGES IN EQUITY

Attributable to equity holders of the Company
Issued Treasury Reserves Retained
Capital
Shares
Earnings
Consolidated

Minority
Interest

Total

K’000

K’000

K’000

K’000

K’000

K’000

30,000

(546)

762

315,291

-

345,507

Cashflow hedges, net of tax

-

-

(340)

-

-

(340)

Movement in reserves

-

-

41

-

-

41

Net profit for the period

-

-

-

64,263

106

64,369

5

-

-

-

(47,915)

-

(47,915)

25

-

-

-

-

6,633

6,633

30,000

(546)

463

331,639

6,739

368,295

Treasury shares allocated

-

-

-

-

-

-

Cashflow hedges, net of tax

-

-

(11,055)

-

(11,055)

Movement in reserves

-

-

(619)

-

(619)

Net profit for the period

-

-

-

66,066

(570)

65,496

-

-

-

(11,982)

-

(11,982)

30,000

(546)

(11,211)

385,723

6,169

410,135

Balance at 1 January 2005

30,000

-

936

308,920

-

339,856

Cashflow hedges, net of tax

-

-

(340)

-

-

(340)

Net profit for the period

-

-

-

63,300

-

63,300

-

-

-

(48,000)

-

(48,000)

30,000

-

596

324,220

-

354,816

Cashflow hedges, net of tax

-

-

(11,055)

-

-

(11,055)

Net profit for the period

-

-

-

64,488

-

64,488

-

-

-

(12,000)

-

(12,000)

30,000

-

(10,459)

376,708

-

396,249

Notes

Balance at 1 January 2005

Dividends paid
Minority interest arising on business
combination
Balance at 31 December 2005

Dividends paid

5

Balance at 31 December 2006

Company

Dividends paid

5

Balance at 31 December 2005

Dividends paid
Balance at 31 December 2006

5

This income statement is to be read in conjunction with the notes on pages 28 to 43
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BALANCE SHEET

Notes

2006
K’000

Consolidated
2005
K’000

Holding Company
2006
2005
K’000
K’000

NON CURRENT ASSETS
Property, plant and equipment

10

291,546

245,805

252,322

226,577

Plantations

11

168,614

134,136

138,584

117,477

Investments

6

5,968

5,055

33,272

33,272

466,128

384,996

424,178

377,326

2,419

9,843

1,274

8,429

83,893

51,962

80,194

49,898

8,095

-

8,081

-

8

50,721

51,057

47,639

50,029

14

-

-

33,951

8,560

145,128

112,862

171,139

116,916

611,256

497,858

595,317

494,242

13

34,299

1,543

34,299

1,543

4

93,607

83,417

94,240

83,417

127,906

84,960

128,539

84,960

CURRENT ASSETS
Cash and cash equivalents
Trade and other receivables

7

Income tax receivable
Inventories
Amounts owed by group companies

TOTAL ASSETS
NON CURRENT LIABILITIES
Bank loans
Deferred taxation
CURRENT LIABILITIES
Bank loans and overdraft

9

24,149

19,596

23,595

19,462

Trade and other payables

12

41,837

21,147

38,026

21,103

Amounts owed to group companies

14

-

-

1,679

9,783

-

3,707

-

3,965

Income tax payable
Dividend payable

7,229

153

7,229

153

73,215

44,603

70,529

54,466

TOTAL LIABILITIES

201,121

129,563

199,068

139,426

NET ASSETS

410,135

368,295

396,249

354,816

SHAREHOLDERS’ EQUITY
Issued capital

15

30,000

30,000

30,000

30,000

Reserves

16

(11,211)

463

(10,459)

596

385,723

331,639

376,708

324,220

(546)

(546)

-

-

403,966

361,556

396,249

354,816

6,169

6,739

-

-

410,135

368,295

396,249

354,816

Retained earnings
Treasury shares

17

Minority interest
For, and on behalf of, the board

Managing Director
Chairman
Mosa, West New Britain, 2 April 2007

This balance sheet is to be read in conjunction
with the notes on pages 28 - 43
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STATEMENT OF CASH FLOWS

2006
K'000
CASH FLOW FROM OPERATING ACTIVITIES
Receipts from customers

Consolidated
2005
K'000

Holding Company
2006
2005
K'000
K'000

381,631

378,025

368,929

377,165

(291,569)

(246,050)

(283,542)

(239,668)

Income tax paid

(8,975)

(17,895)

(8,961)

(16,856)

Interest paid

(2,669)

(1,281)

(826)

(1,810)

54

424

54

366

Net cash flows from operating activities

78,472

113,223

75,654

119,197

CASH FLOW FROM INVESTING ACTIVITIES
Proceeds from sale of subsidiary

-

4,685

-

Investment in subsidiary

-

-

-

Dividends received

-

-

Loans provided to related companies

-

-

1,230
(33,495)

Purchase of property, plant and equipment

(73,353)

(57,249)

(51,567)

(39,669)

Plantation development expenditure

(42,174)

(30,339)

(28,170)

(21,964)

Net cash used in investing activities

(115,527)

(82,903)

(112,002)

(88,189)

32,756

1,543

32,756

(12,963)

(13,842)

(12,963)

1,543
(13,842)

Dividends paid

(4,753)

(47,803)

(4,771)

(47,888)

Net cash used in financing activities

15,040

(60,102)

15,022

(60,187)

(22,015)

(29,782)

(21,326)

29,179

3,210

32,992

1,1930

31,109

(18,805)

3,210

(19,396)

1,930

2,419

3,843

1,274

2,429

-

6,000

-

6,000

(21,224)

(6,633)

(20,670)

(6,499)

(18,805)

3,210

(19,396)

1,930

Payments to suppliers and employees

Interest received

CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from bank loans
Repayment of bank loans

NET INCREASE IN CASH AND CASH EQUIVALENT
Add : Cash and cash equivalents brought forward

6,608
(33,164)
-

CASH AND CASH EQUIVALENTS CARRIED
FORWARD
CASH AND CASH EQUIVALENTS COMPRISE
Cash and bank balances
Call deposits
Bank overdraft

This statement of cash flows is to be read in conjunction with the notes on pages 28 to 43
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STATEMENT OF CASH FLOWS

RECONCILIATION OF NET PROFIT AFTER TAXATION TO
CASH FLOW FROM OPERATING ACTIVITIES

Consolidated

Holding Company

2006

2005

2006

2005

K’000

K’000

K’000

K’000

65,496

64,369

64,488

63,300

36,977

29,551

34,515

29,321

-

(3,045)

-

(5,708)

(1,021)

(672)

-

-

-

-

(11,143)

7,289

Decrease/(increase) in trade and other debtors

(41,722)

23,306

(30,296)

24,614

(Decrease)/increase in current tax payable

(11,802)

(1,138)

(12,046)

(1,161)

Increase/(decrease) in deferred taxation

10,190

8,175

10,823

8,211

Increase in creditors and provisions

20,690

5,331

16,923

5,296

-

339

-

-

(336)

(12,993)

2,390

(11,965)

  78,472

113,223

75,654

119,197

Reported Net Profit after Taxation

Add/(less) non-cash items:
Depreciation and amortisation
Net loss/(profit) on sale of subsidiary
Share of profit from joint venture
Add/(less) movements in working capital items:
(Decrease)/increase in amounts due from/to
related companies

Increase/(decrease) in trading securities
Decrease/(increase) in inventories

Net Cash Flow from Operating Activities

This statement of cash flows is to be read in conjunction with the notes on pages 28 to 43
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NOTES TO THE FINANCIAL STATEMENTS

1.STATEMENT OF ACCOUNTING POLICIES
The company is incorporated and domiciled in Papua New Guinea and all
amounts are expressed in Papua New
Guinea Kina, the functional currency of
the company, rounded to the nearest
thousand Kina.
These financial statements are presented
in accordance with the Papua New Guinea Companies Act 1997 and, except
for non-compliance with IAS 41, comply
with applicable International Financial
Reporting Standards and other generally
accepted accounting practice in Papua
New Guinea.

(i) Subsidiaries
Subsidiaries are all entities over which the
Group has the power to govern the financial and operating policies generally accompanying a shareholding of more than
one half of the voting rights. Subsidiaries
are fully consolidated from the date on
which control is transferred to the Group.
They are de-consolidated from the date
that control ceases. The accounting policies adopted by subsidiaries are consistent with those of group accounting policies.
Minority interests in the results and equity
of subsidiaries are shown separately in the
consolidated income statement and balance sheet respectively.
(ii) Joint Venture
Investment in a Joint Venture over which
the Group has significant influence is accounted for under the equity method of
accounting. The Group share of Joint Venture profits or losses is recognised in the
income statement and its share of movement in reserves is recognised in reserves.
The cumulative movements are adjusted
against the carrying amount of the investment.

The group financial statements comprise
the consolidated financial statements of
the company and its subsidiaries as set
out in Note 6.
These consolidated financial statements
have been approved for issue by the
board of directors on 2 April 2007.

(c) Segment reporting
A business segment is a group of assets
and operations engaged in providing
products or services that are subject to
risks and returns that are different from
those of other business segments. A geographical segment is engaged in providing products or services within a particular
economic environment that are subject
to risks and returns that are different from
those of segments operating in other economic environments.

(a) Basis of accounting
The financial statements have been prepared on the basis of historical costs and
except where stated, do not take into account current valuations of non-current assets.
(b) Consolidation
The consolidated financial statements include the financial statements of the company and its subsidiaries accounted for
using the purchase method. These subsidiaries are listed in note 6 to these financial
statements. The assets and liabilities of the
self-sustaining overseas controlled entities,
Dami Australia Pty Limited and Guadalcanal Plains Palm Oil Limited are translated at
exchange rates existing at balance date
and the exchange gain or loss arising on
translation is carried directly to a foreign
currency translation reserve. All material
inter-company accounts and transactions
are eliminated on consolidation.

(d) Plantations, property, plant and equipment
Plantation development expenditure and
leasehold buildings and services acquired
prior to 1 January 1985 and plant and
machinery acquired prior to 1 January
1984 are recorded at directors’ valuation.
All other property, plant and equipment
are recorded at cost less accumulated
depreciation. All costs directly relating to
plantation development are capitalised
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In respect of nursery and seed stocks, cost
includes direct materials and labour plus
an appropriate proportion of fixed and
variable overheads.

1.STATEMENT OF ACCOUNTING POLICIES (Cont)
until such time as the oil palms reach maturity, at which point all further costs are expensed and amortisation commences.

In respect of livestock, cost is calculated
as the average value of livestock at the
beginning of the period plus purchases
and natural increases during the period.
Natural increases are valued at the attributable value accepted by the taxation
authorities.

Where the carrying value of an item of
property, plant and equipment is greater
than its recoverable amount the asset is
written down to its recoverable amount.
(e) Depreciation and amortisation
All property, plant and equipment assets
with the exception of capital work in progress, are depreciated on a straight line basis over their estimated useful lives which
are as follows:

Net realisable value is based on estimated selling price less any further costs expected to be incurred to completion and
disposal.
(g) Investments
The Group classifies its investments in the
following categories: financial assets at
fair value through income statement,
loans and receivables, available for sale
financial assets and held-to-maturity investments. The classification depends on
the purpose for which the investments
were acquired. Management determines
the classification of its investments at initial
recognition and re-evaluates this designation at every reporting date.

Useful lives
(years)
Mature oil palm plantations
17
Leasehold buildings & services
4 -33
Plant & machinery
10 -15
Motor vehicles
3- 5
Furniture & equipment
5 -15
Profits and losses on disposal of property,
plant and equipment are taken into account in determining the result for the
year.

(i) Loans and receivables
Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when the Group
provides money, goods or services directly to a debtor with no intention of trading
the receivable. They are included in current assets, except for maturities greater
than 12 months after the balance sheet
date. Loans and receivables are included
in trade and other receivables in the balance sheet.

(f) Inventories
Inventories comprise palm produce, nursery and seed stocks, spare parts and consumables and livestock. Inventories are
stated at the lower of cost and net realisable value. Cost includes expenditure incurred in acquiring or producing the stock
and bringing it to its existing location and
condition.
Inventory of palm produce comprises processed and refined palm oil products in
tanks awaiting shipment at balance date.
No value is ascribed to unprocessed fruit
or produce in process. Cost comprises the
cost of fruit into the production process,
together with direct materials and labour
and an appropriate proportion of fixed
and variable overheads relating to the
milling and refining processes.

(ii) Available for sale financial assets
Available-for-sale financial assets are nonderivatives that are either designated in
this category or not classified in any of
the other categories. They are included
in non-current assets unless management
intends to dispose of the investment within
12 months of the balance sheet date.
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able. An impairment loss is recognised for
the amount by which the asset’s carrying
amount exceeds its recoverable amount.
The recoverable amount is the higher of
an asset’s fair value less costs to sell and
value in use. For the purposes of assessing impairment, assets are grouped at the
lowest levels for which there are separately
identifiable cash flows.

1.STATEMENT OF ACCOUNTING POLICIES (Cont)
(iv) Held-to-maturity investments
Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities
that the Group’s management has the
positive intention and ability to hold to
maturity.

(i) Borrowings
Borrowings are recognized initially at fair
value, net of transaction costs incurred.
Borrowings are subsequently stated at
amortised cost; any difference between
the proceeds (net of transaction costs)
and the redemption value is recognized
in the income statement over the period
of borrowings using the effective interest
method.

Purchases and sales of investments are
recognised on trade-date – the date on
which the Group commits to purchase
or sell the asset. Investments are initially
recognised at fair value plus transaction
costs for all financial assets not carried at
fair value through the income statement.
Investments are derecognised when the
rights to receive cash flows from the investments have expired or have been
transferred and the Group has transferred
substantially all risks and rewards of ownership.

(j) Hedges
Derivative financial instruments are initially
recognised at cost and subsequently are
remeasured at their fair value. All gains
and losses relating to highly effective cash
flow hedges on palm produce are recognised in the hedge reserve in equity and
are transferred to the income statement in
the period when the hedged transaction
affects the income statement.

Loans and receivables are carried at amortised cost using the effective interest
method. Realised and unrealised gains
and losses arising from changes in the fair
value of the financial assets at fair value
through income statement category are
included in the income statement in the
period in which they arise.

(k) Income tax
The company recognises deferred taxes
for all deductible and taxable temporary
differences between the value for income
tax purposes of assets and liabilities at balance date and their corresponding book
values, on the basis of the tax rates expected to apply when these differences
are extinguished. Deferred tax assets arising from deductible temporary differences and any tax losses carried forward are
recognised to the extent that it is probable
that they can be utilised against future taxable profit.

The fair values of quoted investments are
based on current bid prices. If the market
for a financial asset is not active (and for
unlisted securities), the Group establishes
fair value by using valuation techniques.
The Group assesses at each balance
sheet date whether there is objective evidence that a financial asset or a group of
financial assets is impaired.
(h) Impairment of assets
Assets that have an indefinite useful life
are not subject to amortisation and are
tested annually for impairment. Assets
that are subject to amortisation are reviewed for impairment whenever events
or changes in circumstances indicate that
the carrying amount may not be recover-

(l) Foreign currency translation
Transactions denominated in a foreign
currency are converted at the exchange
rate at the date of the transaction. Assets and liabilities in foreign currencies are
translated to local currency at rates of exchange ruling at balance date. Gains or
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the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the effective interest rate.
The amount of the provision is recognised
in the income statement.

1.STATEMENT OF ACCOUNTING POLICIES (Cont)
losses arising from exchange fluctuations
are brought to account in the determination of the results for the period.

(q) Provisions
Provisions are recognised when the Group
has a present legal or constructive obligation as a result of past events, it is probable that an outflow of resources will be
required to settle the obligation, and a
reliable estimate of the amount can be
made.

(m) Revenue
Sales revenue represents revenue earned
from the sales of the group’s products, net
of returns, trade allowances and duties
and taxes paid. Revenue is recognised
when there has been a passing of title
and risk to the customer, and:

(r) Accounts payable and accruals
Liabilities are recognised for amounts to
be paid in the future for the goods and
services received, whether billed by the
supplier or not.

• The produce is in a form suitable for delivery and sale and no further processing
is required;
• The quantity and quality of the product
can be determined with reasonable accuracy;

(s) Dividend distribution
Dividend distribution to the company’s
shareholders is recognised as a liability in
the Group’s financial statements in the period in which the dividends are approved
by the company’s directors.

• The product has been dispatched to
the customer and is no longer under the
physical control of the group (or property
in the product has earlier passed to the
customer); and

(t) Share capital
Ordinary shares are classified as equity.
Where any Group company purchases the
Company’s equity share capital (Treasury
shares), the consideration paid, including
any directly attributable incremental costs
(net of income taxes,) is deducted from
equity attributable to the Company’s equity holders until the shares are cancelled,
reissued or disposed of. Where such shares
are subsequently sold or reissued, any
consideration received, net of any directly
attributable incremental transaction costs
and the related income tax effects, is included in equity attributable to the Company’s equity holder.

• The selling price can be determined with
reasonable accuracy.
(n) Comparative figures
Where necessary, comparative figures
have been adjusted to conform with
changes in presentation in the current period.
(o) Cash and cash equivalents
For the purpose of the statements of cash
flows, cash and cash equivalents includes
cash on hand and deposits held at call or
short term maturity with banks, net of bank
overdrafts.

(u) Significant risks and uncertainties
The group’s business and the industry in
which it operates, makes it vulnerable to
changes in world palm oil demand and
supply factors, palm oil prices and variations in foreign exchange rates. Such factors have been volatile in the past and
can be expected to be volatile in the future. These risks and uncertainties affect
the group’s profitability from year to year.

(p) Accounts receivable
Trade receivables are recognised at fair
value, less provision for impairment. A provision for impairment of trade receivables
is established when there is objective evidence that the Group will not be able to
collect all amounts due according to the
original terms of receivables. The amount
of the provision is the difference between
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• Without sufficiently reliable variables, the
valuation exercise is affected which in turn
can lead to significant fluctuations in accounting valuations and profitability whilst
bearing no relation to the company’s actual financial performance by unnecessarily overstating profit and losses,

1.STATEMENT OF ACCOUNTING POLICIES (Cont)
Although the group recognises these risks
and uncertainties and operates in a manner to mitigate these factors as far as is
possible, actual results may differ from
management’s expectations.

• The Directors do not believe that presenting the financial statements on the
basis of IAS 41 at this time for long term
perennial tree crops like oil palm will provide information that is more relevant, useful and understandable to the users of the
financial statements than under the current basis of accounting.

(v) Critical accounting judgements and
estimates
The preparation of financial statements in
accordance with International Financial
Reporting Standards requires management to make estimates and assumptions
that affect the amounts reported in the
financial statements and accompanying
notes. The most significant estimates and
assumptions relate to the recoverability of
assets and depreciation, provisions and
certain liabilities or contingent liabilities.
Actual results could differ from those estimates and may affect amounts reported
in future periods. Management believes
that these estimates are reasonable.
(w)

Non-compliance

with

IAS

(x) Release of new accounting standards
The International Accounting Standards
Board has issued the following standards,
amendments and interpretations that are
applicable to the company for accounting periods beginning on or after 1 March
2006 or later and which the company has
not adopted early:
• FRS 7: Financial Instruments: Disclosures

41

• IFRS 8: Operating Segments

IAS 41 Agriculture became applicable for
accounting periods commencing on or
after 1 January 2003. IAS 41 applies to all
agricultural activity and, in substance, requires all biological assets and agricultural
produce to be measured at fair value. The
Directors have resolved not to comply with
IAS 41 on the basis that:

• IAS 1 (Amendment): Presentation of Financial Statements – Capital Disclosures
• IFRIC 7: Applying the restatement approach under IAS 29
• IFRIC 8: Scope of IFRS 2

• The adoption of IAS 41 and the fair value
measurement basis for biological assets
and agricultural produce has not yet become generally accepted practice in the
palm oil sector, either in Papua New Guinea or Malaysia, the country where the parent entity is based and where the majority
of global palm oil activity takes place

• IFRIC 9: Reassessment of Embedded
Derivatives
• IFRIC 10: Interim Financial Reporting
and Impairment
The company has conducted investigations and does not consider that there are
any measurement or recognition issues
arising from the release of these new pronouncements that will have a significant
impact on the reported financial position
or financial performance of the company.

• It is not considered possible to determine variables such as palm oil prices, exchange rates and production yields over
the productive life of oil palms with sufficient reliability, particularly in the absence
of generally accepted palm oil industry
practice,
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2. REVENUE
Consolidated
2006

2005

Holding Company
2006
2005

K’000

K’000

K’000

K’000

408,813

354,900

395,344

352,212

408,813

354,900

395,344

352,212

54

424

54

366

1,804

6,356

1,615

3,849

-

3,045

-

5,708

510

2,145

1,469

322

2,368

11,970

3,138

10,245

-

(3,045)

-

(5,708)

30,995

30,271

28,098

29,701

2,670

2,386

2,670

2,386

178

179

146

147

257

264

249

264

Operating revenue
Sales revenue

Other Income
Interest
Foreign Exchange gain
Gain on disposal of subsidiary
Other income

3. OPERATING PROFIT

Operating profit has been determined
after charging (crediting)
Loss/(gain) on disposal of subsidiary
Personnel costs
Donations
Auditors remuneration - Audit
- Other services
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4. INCOME TAX

Consolidated
2006
2005

Income Tax Expense

K’000

K’000

K’000

K’000

Current Tax

10,756

16,805

10,088

15,743

Deferred tax charged to income statement

14,506

8,498

15,139

8,498

Over provision in prior years

(1,225)

(48)

(1,225)

(48)

24,037

25,255

24,002

24,193

Profit for the year

89,533

89,624

88,490

87,493

Income tax on the profits for the period at 30%

26,860

26,887

26,547

26,248

Other items

(1,598)

(1,584)

(1,320)

(2,007)

Over provision in prior years

(1,225)

(48)

(1,225)

(48)

Income tax expense

24,037

25,255

24,002

24,193

Balance brought forward

(83,417)

(75,206)

(83,417)

(75,206)

Income statement charge/credit

(14,506)

(8,498)

(15,139)

(8,498)

-

239

-

239

4,316

48

4,316

48

(93,607)

(83,417)

(94,240)

(83,417)

177

150

177

150

15,983

259

15,983

259

416

416

416

416

(29,230)

(29,206)

(29,230)

(29,206)

(5,736)

(2,982)

(5,736)

(2,982)

Prepayments

(653)

(592)

(653)

(592)

Unrealised foreign exchange gains

(662)

(4,456)

(662)

(4,456)

(292,318)

(241,647)

(294,427)

(241,647)

(312,023)

(278,058)

(314,132)

(278,058)

(93,607)

(83,417)

(94,240)

(83,417)

-

24,000

-

24,000

11,982

23,915

12,000

24,000

11,982

47,915

12,000

48,000

Holding Company
2006
2005

The income tax expense has been calculated as follows :

Tax effect of permanent differences

Deferred Tax Provision

Prior year adjustment from temporary differences:
Tax charged/credited to equity
Balance carried forward
This balance comprises the tax effect of:
Accruals
Hedge liability
Provisions
Consumables
Stock valuation differentials

Excess tax depreciation

Tax effect at 30%

5.

DIVIDENDS PAID AND DECLARED

Final - prior year
Interim - current year

34

NOTES TO THE FINANCIAL STATEMENTS

6. INVESTMENTS

Consolidated
Investments - Non current
Investment in joint venture at equity value (note 24)

Holding Company
The holding company's investment in subsidiaries and associates comprises:
Shares at cost

Grow and process oil palm
Maintaining oil palm genetic material
Holding company for treasury shares

7. TRADE AND OTHER RECEIVABLES

Trade receivables
Provision for doubtful debts
Other receivables
Prepayments

2005
K’000

5,968

5,055

33,272

33,272

Percentage
Shareholding

Activities
Guadalcanal Plains Palm Oil Ltd
Dami Australia Pty Limited
New Britain Nominees Limited

2006
K’000

Consolidated

80
100
100

Country of
Incorporation
Solomon
Islands
Australia
PNG

Holding Company

2006
K'000

2005
K'000

2006
K'000

2005
K'000

72,442
(1,216)
10,582
2,085

42,892
(416)
7,691
1,795

69,174
(1,216)
10,177
2,059

40,851
(416)
7,691
1,772

83,893

51,962

80,194

49,898

15,690
460
2,112
11,110
21,349

19,660
334
103
10,879
20,081

14,847
460
332
10,746
21,254

19,660
334
103
9,851
20,081

50,721

51,057

47,639

50,029

2,925
21,224
24,149

12,963
6,633
19,596

2,925
20,670
23,595

12,963
6,499
19,462

8. INVENTORIES
Palm oil products
Livestock
Nursery and seed stocks
Stores and sundry stocks
Spare parts

9. BANK LOAN AND OVERDRAFT
Bank loan (note 13)
Bank overdraft

Refer note 13 to the financial statements for details of securities pledged in respect of bank facilities

35

NOTES TO THE FINANCIAL STATEMENTS
10. PROPERTY, PLANT AND EQUIPMENT
Consolidated

Land and
Buildings

Plant and
Equipment

Capital
WIP

Total

K’000

K’000

K’000

K’000

118,870

87,671

39,264

245,805

24,266

41,159

64,804

136,229

-

(11,098)

-

(11,098)

31 December 2006

Opening net book amount
Additions
Disposals/Adjustments
Transfers

-

-

(62,876)

(62,876)

(4,620)

(11,894)

-

(16,514)

Closing net book amount

138,516

111,838

41,192

291,546

At cost

176,960

255,167

41,192

473,319

13,825

5,649

-

19,474

Depreciation

At valuation
Accumulated depreciation

(52,269)

(148,978)

-

(201,247)

138,516

111,838

41,192

291,546

105,119

68,718

38,215

212,052

17,956

38,244

40,441

96,641

(12)

(73)

-

(85)

31 December 2005
Opening net book amount
Additions
Disposals/Adjustments
Transfers

-

-

(39,392)

(39,392)

(4,193)

(19,218)

-

(23,411)

Closing net book amount

118,870

87,671

39,264

245,805

At cost

152,694

219,106

39,264

411,064

13,825

5,649

-

19,474

Depreciation

At valuation
Accumulated depreciation

(47,649)

(137,084)

-

(184,733)

118,870

87,671

39,264

245,805

109,541

77,772

39,264

226,577

22,799

39,088

52,556

114,443

Disposals/Adjustment

-

(11,098)

-

(11,098)

Transfers

-

-

(62,876)

(62,876)

(4,551)

(10,173)

-

(14,724)

Company
31 December 2006
Opening net book amount
Additions

Depreciation
Closing net book amount

127,789

95,589

28,944

252,322

At cost

165,817

238,289

28,944

433,050

At valuation
Accumulated depreciation

13,825

5,649

-

19,474

(51,853)

(148,349)

-

(200,202)

127,789

95,589

28,944

252,322

103,268

68,606

38,215

210,089

10,475

28,145

40,441

79,061

31 December 2005
Opening net book amount
Additions

-

-

(39,392)

(39,392)

(4,202)

(18,979)

-

(23,181)

Closing net book amount

109,541

77,772

39,264

226,577

At cost

143,367

208,788

39,264

391,419

13,825

5,649

-

19,474

(47,651)

(136,665)

-

(184,316)

109,541

77,772

39,264

226,577

Transfers
Depreciation

At valuation
Accumulated depreciation
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11. PLANTATIONS

Mature

Immature

Total

K’000

K’000

K’000

89,113

45,023

134,136

-

42,174

42,174

Transfers

16,580

(16,580)

-

Depreciation/amortisation

(7,696)

-

(7,696)

Closing net book amount

97,997

70,617

168,614

150,233

70,617

220,850

Consolidated
31 December 2006
Opening net book amount
Additions

At cost
At valuation

6,566

-

6,566

(58,802)

-

(58,802)

97,997

70,617

168,614

76,385

26,919

103,304

-

36,972

36,972

Transfers

18,868

(18,868)

-

Depreciation/amortisation

(6,140)

-

(6,140)

Closing net book amount

89,113

45,023

134,136

133,653

45,023

178,676

6,566

-

6,566

(51,106)

-

(51,106)

89,113

45,023

134,136

87,465

30,012

117,477

-

28,170

28,170

Transfers

10,135

(10,135)

-

Depreciation

(7,063)

-

(7,063)

Closing net book amount

90,537

48,047

138,584

142,007

48,047

190,054

6,566

-

6,566

(58,036)

-

(58,036)

90,537

48,047

138,584

74,737

26,916

101,653

-

21,964

21,964

Transfers

18,868

(18,868)

-

Depreciation

(6,140)

-

(6,140)

Closing net book amount

87,465

30,012

117,477

131,862

30,012

161,874

6,566

-

6,566

(50,963)

-

(50,963)

87,465

30,012

117,477

Accumulated depreciation

31 December 2005
Opening net book amount
Additions

At cost
At valuation
Accumulated depreciation

Company
31 December 2006
Opening net book amount
Additions

At cost
At valuation
Accumulated depreciation

31 December 2005
Opening net book amount
Additions

At cost
At valuation
Accumulated depreciation
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12. TRADE AND OTHER PAYABLES
Consolidated

Holding Company

2006

2005

2006

2005

K’000

K’000

K’000

K’000

Trade payables

22,941

9,998

19,860

9,953

Accruals

16,051

9,573

15,321

9,574

2,845

1,576

2,845

1,576

41,837

21,147

38,026

21,103

2,925

12,963

2,925

12,963

Non Current

34,299

1,543

34,299

1,543

Total bank loan

37,224

14,506

37,224

14,506

Clearing accounts

13. BANK LOAN
Current (note 9)

The company received a loan of US$13.0 million from the ANZ Banking Group in 2003, out of which
U$12.1 million has been repaid, with the balance to be paid in January 2007. Interest is charged at
7.61% calculated at SIBOR plus a margin of 2.50%.
The company received approval for a loan of US$10.1million from the ANZ Banking Group in 2005, out
of which US$10.0 million has been drawn to fund the Solomon Islands Project. The loan is payable by
December 2016 but no principal repayments are due until 2010. Interest is charged at 7.36% calculated
at SIBOR plus a margin of 2.00%.
The company received approval for a loan of K15.0 million from the ANZ Banking Group during the
year, out of which K3,342,000 has been drawn to assist with the funding of capital expenditure for the
construction and operation of a power plant. The loan is payable four years from the date of the first draw
down but no principal repayments are due until April 2008. Interest is charged at 7.00% calculated at
ANZ’s Indicator Lending Rate minus a margin of 2.95%.
The following securities are provided against facilities offered by ANZ Banking Group, including the above
term loans:
•
Registered equitable mortgage over the assets and undertakings of New Britain Palm Oil Limited
•
Registered mortgage leasehold over all state leases comprising all available land and buildings
owned by New Britain Palm Oil and its wholly owned subsidiaries.
•

Cross Guarantee between New Britain Palm Oil Limited and its 100% owned subsidiaries.

14. OWNG TO/FROM GROUP COMPANIES
All balances owing to or from subsidiar y companies have been eliminated on consolidation
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15. ISSUED CAPITAL
Consolidated

120 million issued and fully paid shares

Holding Company

2006

2005

2006

2005

K’000

K’000

K’000

K’000

30,000

30,000

30,000

30,000

16. RESERVES
Consolidated

Holding Company

2006

2005

2006

2005

K’000

K’000

K’000

K’000

Balance brought forward

(133)

(174)

-

-

Movement in the year

(619)

41

-

-

Balance carried forward

(752)

(133)

-

-

17

17

17

17

(211)

129

(211)

129

Movement in the year

(11,055)

(340)

(11,055)

(340)

Balance carried forward

(11,266)

(211)

(11,266)

(211)

790

790

790

790

(11,211)

463

(10,459)

596

Foreign currency translation reserve

Capital redemption reserve
Balance brought forward and carried forward
Hedge reserve
Balance brought forward

Asset valuation reserve
Balance brought and carried forward
Total reserves

Foreign currency translation reserve
The translation reserve comprises all foreign exchange differences arising from the translation of the financial statements of foreign operations
Hedge reserve
The hedge reserve comprises the effective portion of the cumulative net change in the fair value of cash
flow hedging instruments where the hedged transactions have not yet occurred.
Asset revaluation reserve
The revaluation reserve relates to property, plant and equipment and comprises the cumulative increase
in the fair value of the property at the date of revaluation.

39

NOTES TO THE FINANCIAL STATEMENTS

17. TREASURY SHARES

Consolidated

Treasury Shares

2006

2005

K’000

K’000

546

546

New Britain Nominees Limited, a wholly owned subsidiary of New Britain Palm Oil Limited, acts as the legal entity through which the New Britain Share Ownership Plan is operated, The purpose of the plan is to
provide an opportunity for employees, smallholders and landowners to aquire shares in New Britain Palm
Oil Limited so that they will have a direct interest and benefit in the future growth and prosperity of the
company.
At 31 December 2006, New Britain Nominees Limited held 374,185 shares in New Britain Palm Oil Limited
(2005: 374,185). The aquisition of these shares hs been funded by an interest free loan to the company
by New Britain Palm Oil Limited.

18. RELATED PARTY TRANSACTIONS
All related party transactions were on normal commercial terms and conditions. The group’s immediate
holding company is Kulim (Malaysia) Berhad, a company incorporated in Malaysia. The ultimate holding
company is Johor Corporation (Malaysia).
Expenses and/or commissions charged by related parties for various agricultural consultancy services to
the group amounted to approximately K121,428 (2005: K709,999).

19. RETIREMENT BENEFITS
The group participates in a defined contribution retirement benefit plan for senior staff and workers. Contributions based on a percentage of members’ salary are received from both the member and the
employer.
Employer contributions recognised as an expense during the year amounted to K1,827,061 (2005:
K1,546,123).
The group also participates in the National Superannuation Fund of Papua New Guinea in respect of its
national employees. Employer contributions during the year amounted to K495,341 (2005: K504,969).
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20. COMMITMENTS
(a) Hedge commitments
The company enters into hedge contracts for the purchase and sale of Malaysian/Sumatra palm oil to
guarantee a minimum price for the sale of its own palm oil for which there is no forward market and to
close out positions previously taken. The company does not produce Malaysian/Sumatra palm oil. At
year end the following outstanding hedge contracts were in place.
Tonnes

Average price US$/tonne

CPO (sell)

2006
55,500

2005
47,250

2006
502

2005
444

CPO (buy)

6,000

12,750

568

440

As all hedge transactions are regarded as being highly effective, all gains and losses relating to their
remeasurement to fair value are recognised in the hedge reserve and are subsequently brought to account in the income statement in the same period as the transactions to which the hedges relate.
(b) Capital commitments
The holding company and the group have commitments for future capital expenditure amounting to
K25.9m at 31 December 2006 (2005: K22.4m)

21. FINANCIAL INSTRUMENTS
(a) Financial instruments
The group’s financial instruments include cash and cash equivalents, receivables, accounts payable,
borrowings and commodity hedges.
(b) Financial risk management
The groups activities expose it to a variety of financial risks, including the effects of changes in market
prices, foreign currency exchange rates and interest rates. The group monitors these financial risks and
seeks to minimise the potential adverse effects on the financial performance of the group. The group
uses derivative financial instruments to hedge the exposure to changes in market prices.
(c) Foreign exchange risk
The group undertakes transactions denominated in foreign currencies from time to time and resulting
from these activities, exposures in foreign currencies arise. The group’s sales are predominantly denominated in US dollars and the group also has US dollar denominated loans and other liabilities. It is not the
group’s policy to hedge these foreign currency risks.
(d) Interest rate risk
The group has variable rate borrowings that are used to fund ongoing activities, and accordingly the
company’s income and cash flows are exposed to changes in market interest rates.
(e) Credit risk
The group has no significant concentrations of credit risk. The group has policies in place to ensure that
sales of products and services are made to customers with an appropriate credit history and that limits
the amount of credit exposure to any one customer.
(f) Liquidity risk
The group aims to prudently manage liquidity risk by maintaining sufficient cash and other liquid assets
or the availability of funding through uncommitted credit facilities.
(g) Fair value estimation
Commodity hedges are measured at fair value. The face values less any estimated credit adjustments
for all other financial assets and liabilities are assumed to approximate their fair values.
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22. EMPLOYEES
The number of people employed by the group at year end was 6,404 (2005: 5,979).

23. EARNINGS PER SHARE
Consolidated
2006

2005

Toea

Toea

Basic earnings per share

55.1

53.6

Diluted earnings per share

55.1

53.6

24. INTERESTS IN JOINT VENTURES
The group has a 50% interest in PT Damitama mas Sejahtera, a company established in Indonesia to
produce seeds for sale to third parties. The group has contributed seed material as its contribution to the
joint venture, and has no further financial commitment. All other development costs have been met by
the other joint venture participant.

	 The joint venture commenced commercial seed production in 2003. The group’s share of the operating
result of the joint venture has been recognised in the income statement under equity method of
accounting. Its share of movement in reserves is recognised in reserves. The cumulative movements
are adjusted against the carrying amount of the investment.

The Group share of net assets of the joint venture is represented by:

Share of turnover
Share of other income
Share of expenses

Share of total assets
Share of liabilities
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2006

2005

K’000

  K’000

7,899

4,371

236

201

(7,114)

(3,900)

  1,021

   672

7,254

6,180

(1,286)

(1,125)

5,968

5,055

NOTES TO THE FINANCIAL STATEMENTS

25. SEGMENT INFORMATION
The group’s primary business segment is the growing, harvesting and processing of palm oil. Other business activities comprising mainly sales of seeds and cattle operations are not significant and separate
disclosure of segment information is not considered beneficial to shareholders.
The group primarily operates in Papua New Guinea, but also has operations in the Solomon Islands, Australia and Indonesia. Geographical segment information is shown below:

2006
Sales revenue
Papua New Guinea
Solomon Islands
Other

Total assets
Papua New Guinea
Solomon Islands
Other

  K’000

2005
K’000

		

395,344
9,319
4,150

352,212
0
2,688

		

408,813

354,900

		
		

528,094
68,551
14,611

452,410
29,739
15,709

		

611,256

497,858

26. ATTENDANCE AT MEETINGS
The Directors attended meetings held during the year 2006 as shown below:

Board Meetings
Name 		

No of Meetings Eligible to
Attend

Ahamad Mohamad						
Tan Sri’ Dr. Arshad Ayub						
Nicholas Mark Thompson					
Dato Mohd Ismail Che Rus					
Winifred Kamit							
Sheik Sharafuddin Sheik Mohd					

No of Meetings
Attended

4			
4				
4				
4				
4				
4				

4
4
4
4
3
4

1				
1				
1				

1
1
1

1				
1				
1				

1
1
1

Audit Committee Meetings
Tan Sri’ Dr. Arshad Ayub						
Ahamad Mohamad						
Winifred Kamit							
Environmental Committee Meetings
Winifred Kamit							
Nicholas Mark Thompson					
Dato Mohd Ismail Che Rus					
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NEW BRITAIN PALM OIL FOUNDATION
Since its establishment, the Foundation
has donated over K4 million towards various community projects as well as capital expenditure on Education, Health and
Law and Order in West New Britain.

government at Kimbe Hospital at a cost
of K7 million.
The rest of the counterpart funding has
come from the West New Britain Provincial
Government.
A brief summary of other expenditure by
the foundation is as follows:
Poinini Technical School:
Electrical System:		
Pangalu Primary School:
Double classroom		
Hoskins Secondary School:
Electrical System		
Kapuluk Primary School:
Materials		
Law and Justice:
(Police & Court House)
Rikau Primary School:
Building materials		

CLASSROOM OPENING AT SILOVUTI

In 2006 the Foundation continued its support for the health, education and law
and order sectors.

K3,700
K82,453
K5,211
K9,970
K14,378
K27,902

A number of other small donations were
made to education and health institutions
in 2006.

Expenditure in the health sector was the
highest. K32,500 was paid to the Kimbe
General Hospital Improvement Program
account under agreement for specific
medical equipment as part of the counterpart funding for the upgrading work currently being undertaken by the Australian

Urgent repair work was carried out to
the operating theatre of Valoka Hospital (Hoskins) to enable a team of doctors
from Australia carry out surgery on cataract patients.

New Britain Palm Oil
Plantations and Mini Estates
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New Britain
Palm Oil Limited
PMB KIMBE
West New Britain Province
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