24 February 2010

NEW BRITAIN PALM OIL LIMITED

("NBPOL", the "Group" or the "Company")

PROPOSED ACQUISITION OF 80% OF CTP (PNG) LIMITED (“CTP PNG”)

New Britain Palm Oil Limited (LSE: NBPO), a large scale integrated industrial producer of sustainable palm oil, is pleased to announce that it has agreed to acquire 80% of the shares in CTP (PNG) Limited (the "Acquisition"). 

CTP PNG is an established oil palm plantation company operating in Papua New Guinea, producing crude palm oil and other palm products for the international market. CTP PNG will be acquired for a consideration of US$ 175 million payable in cash to be issued on completion (the "Consideration"), plus additional consideration in relation to stocks and capital expenditure.  Based on the Consideration of US$175 million, the Acquisition equates to a price per attributable planted hectare of approximately US$ 8,670 with full management control by NBPOL. 

ACQUISITION HIGHLIGHTS

· Through the Acquisition, over 25,000 hectares of established and producing oil palm plantations in Papua New Guinea set over three estates, with five established mills and infrastructure will be added to the Company.  This single acquisition will increase the Company’s established plantation area by almost 50 per cent
· NBPOL is a highly specialised and successful oil palm plantation owner and operator and achieves some of the highest efficiencies and palm oil yields across the global oil palm industry. The Company is well positioned to leverage these specialised and geographically specific skills across additional plantation assets close to its centre of operations

· Palm oil is a commodity product and the Directors believe that achieving scale by the acquisition of the local oil palm plantation assets of CTP PNG will enable the Company to leverage not only its existing skills and experience to grow and optimise CTP PNG assets, but also to benefit from the economies of scale available from an increase in planted hectarage

· The Directors of NBPOL consider that the Acquisition has the potential to be earnings enhancing for the Company

· The Board of NBPOL believe that the Acquisition will bring substantial operational synergies including:

· allowing the Company to leverage its significant and extensive Papua New Guinea operational experience;

· rapidly increasing the output of palm oil products to make use of increased efficiencies in shipping the product to the EU (the Company’s main market);

· allowing the Company to increase supply to its Liverpool refinery with its own product, and allow expansion of this downstream refinery capacity; 

· achieving purchasing efficiencies from an increase in scale;

· focusing on localised assets, to maintain the low cost and highly efficient management structure; and 

· having the ability to grow the planted hectarage of the Group whilst being able to maintain the environmental and sustainability credentials of the Company which is core to its operations, specifically any new planted hectarage must have a clear roadmap to obtaining certification by the Roundtable on Sustainable Palm Oil (“RSPO”) as conforming to the RSPO Principles and Criteria on Sustainability

· For the twelve months to May 2009, CTP PNG had revenue of US$ 98.9 million (2008:US$ 93.0 million) and profit before tax* of US$ 18.1 million (2008: US$ 8.4 million) 

· Funding will be provided from a combination of existing resources and funds drawn down under a US$ 200 million 12-month facility made available pursuant to the Facility Agreement by Standard Chartered Bank plc and Australia New Zealand Banking Group Limited

· The Acquisition is conditional upon entering into of the debt facility and shareholder approval, and is recommended by the NBPOL Board

· Irrevocable undertaking to support the Acquisition received from NBPOL’s controlling shareholder, KULIM (Malaysia) Berhad, representing 50.68% of the company’s issued share capital

Antonio Monteiro De Castro, Chairman of New Britain Palm Oil Limited, commented:

“This is a transformational acquisition for New Britain Palm Oil which is consistent with our strategy of growing the business organically and through acquisition.  This acquisition is an excellent strategic and geographic fit and the directors of NBPOL believe that the Acquisition represents compelling value.  It brings with it over 25,000 hectares of established and producing oil palm plantations in Papua New Guinea set over three estates, with five established mills and infrastructure. 

NBPOL is a highly specialised and successful oil palm plantation owner and operator and achieves some of the highest efficiencies and palm oil yields across the global oil palm industry. The Company is well positioned to leverage these highly specialised and geographically specific skills across additional plantation assets close to its centre of operations. 

NBPOL is confident of growing the planted hectarage of the Group whilst being able to maintain the environmental and sustainability credentials of the Company which is core to its operations.

The Directors of NBPOL expect the Acquisition has the potential to be earnings enhancing for the Company.”

For further information contact:
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Nick Thompson
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	Tel: +44 (0)20 7074 1800

	Akur Partners LLP (Financial Adviser)

Andrew Dawber

Tom Frost


	Tel : +44 (0)207 955 1514

	Kreab Gavin Anderson (PR Adviser)

James Benjamin

Anthony Hughes

Ken Cronin


	Tel: +44 (0)20 7074 1800

Email: nbpol@kreabgavinanderson.com   


Website: www.nbpol.com.pg
* Figures stated pre-adjustment for biological assets under IAS41. Management believes that the presentation of these adjusted measures is useful to investors because it provides a means of evaluating the operating performance and results from period to period on a comparable basis not otherwise apparent when the impact of IAS41 is included.  Management also believes that this presentation is useful in facilitating comparisons between the Group and other companies in the industry, some of whom are not required to comply with IAS41.  

Notes to editors
NBPOL is a large scale integrated industrial producer of sustainable palm oil in Australasia and is headquartered in Papua New Guinea ('PNG'). It has over 48,900 hectares of planted palm oil plantations and long term leases over 30,000 hectares of additional land, some of which will be converted to palm oil, six oil mills, a refinery and a seed production and plant breeding facility. The Company is quoted on both the Main Market of the London Stock Exchange and on the Port Moresby Stock Exchange in PNG.

NBPOL is fully vertically integrated, producing its own seed (which it also sells globally) and planting, cultivating and harvesting its own land and processing and refining palm oil. It also contracts directly with its end customers in the EU and arranges shipping of its products. 

NBPOL has high regard for the importance of its sustainability credentials and is active in proving its performance through its certification to ISO 14001 and its close involvement and support of the Roundtable on Sustainable Palm Oil ('RSPO'). In September 2008, NBPOL announced that its operations in Papua New Guinea were officially certified by the RSPO as conforming to RSPO Principles and Criteria on sustainability.
This announcement contains a number of forward-looking statements relating to NBPOL and CTP PNG with respect to, amongst others, the following: financial condition; results of operations; economic conditions in which NBPOL and CTP PNG operate; the business of NBPOL and CTP PNG; future benefits of the transaction and management plans and objectives. NBPOL considers any statements that are not historical facts as "forward-looking statements". They relate to events and trends that are subject to risks and uncertainties that could cause the actual results and financial position of either NBPOL or CTP PNG to differ materially from the information presented in the relevant forward-looking statement. When used in this document the words "estimate", "project", "intend", "aim", "anticipate", "believe", "expect", "should" and similar expressions, as they relate to NBPOL and/or CTP PNG or their management, are intended to identify such forward-looking statements. Readers are cautioned not to place undue reliance on these forward-looking statements which speak only as at the date of this document. Neither NBPOL nor any member of NBPOL’s group or CTP PNG undertake any obligation publicly to update or revise any of the forward-looking statements, whether as a result of new information, future events or otherwise, save in respect of any requirement under applicable laws, the Listing Rules, the Disclosure and Transparency Rules and other regulations.
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Introduction

Today, New Britain Palm Oil Limited (“NBPOL” or the “Company”) is pleased to announce that it has entered into a Share Purchase Agreement to acquire 80 per cent. of the shares in CTP (PNG Limited) (“CTP PNG”) from CTP Holdings Pte Limited (“CTP Holdings”), a company majority held by the Cargill  Group (the “Transaction”).  CTP PNG is an established oil palm plantation company operating in Papua New Guinea, producing CPO and other palm products for the international market.

The purchase price payable pursuant to the Share Purchase Agreement is US$ 175 million. The purchase price is subject to adjustments to take into account (i) finished CPO, PKO and PK held by CTP PNG at Completion and (ii) capital expenditure incurred by the CTP PNG Group between signing of the Share Purchase Agreement and Completion.  Funding will be provided from a combination of existing resources and funds drawn down under a US$ 200 million 12-month facility made available pursuant to the Facility Agreement. 

In view of its size, the Transaction is a Class 1 transaction for the Company under the Listing Rules and is therefore conditional amongst other things, on the approval by ordinary resolution of the Shareholders. A circular will be sent to shareholders in due course containing information relating to the Acquisition together with a notice convening the General Meeting, to consider and, if thought fit, approve the Acquisition.

Background to and reasons for the Transaction

As stated at the time of the Company’s IPO in late 2007, the Company has a key strategic objective to grow its plantation area, and set itself a target of doubling its entire plantation area within seven to eight years from the time of its IPO.  Through the Transaction, over 25,000 hectares of established and producing oil palm plantations in Papua New Guinea will be added to the Company’s plantation area.  This single acquisition will increase the Company’s established plantation area by almost 50 per cent.

NBPOL is a highly specialised and successful oil palm plantation owner and operator and achieves some of the highest efficiencies and palm oil yields across the global oil palm industry. The Company is well positioned to leverage these highly specialised and geographically specific skills across additional plantation assets close to its centre of operations. In pursuing the Transaction, the Board intends to build upon the Company’s expansion and develop its potential faster than could be achieved purely through organic growth.  

Palm oil is a commodity product and the Directors believe that achieving scale by the acquisition of the local oil palm plantation assets of CTP PNG will enable the Company to leverage not only its existing skills and experience to grow and optimise CTP PNG assets, but also to benefit from the economies of scale available from an increase in planted hectarage. 

Recognising the Company’s growth ambitions, the Board has placed emphasis on acquisitions and growth opportunities which, inter alia:

· allow the Company to leverage its significant and extensive Papua New Guinea operational experience;

· rapidly increase the output of palm oil products to make use of increased efficiencies in shipping the product to the EU (the Company’s main market);

· allow the Company to increase supply to its Liverpool refinery with its own product, and allow expansion of this downstream refinery capacity;

· achieve purchasing efficiencies from an increase in scale;

· focus on localised assets, to maintain the low cost and highly efficient management structure; and

· have the ability to grow the planted hectarage of the Group whilst being able to maintain the environmental and sustainability credentials of the Company which is core to its operations, specifically any new planted hectarage must have a clear roadmap to obtaining certification by the Roundtable on Sustainable Palm Oil (“RSPO”) as conforming to the RSPO Principles and Criteria on Sustainability.

The Board believes that the Transaction meets these criteria exceptionally well, and will bring considerable benefits to Shareholders. 

Information on CTP PNG

CTP PNG and its 81.29 per cent. owned subsidiary, Poliamba Ltd (together, the “CTP PNG Group”) operate three oil palm plantations in Papua New Guinea: Higaturu, Milne Bay, and Poliamba. 

The CTP PNG Group produces CPO, PKO and PK, which was split as to 93%, 2%, and 5% respectively of the year ended 31 May 2009 sales mix, and in total produced 160,000 tonnes of palm products in that year. It also processes palm product from smallholders and in the year ended 31 May 2009 processed 170,618 tonnes of FFBs. The CTP PNG Group is in the process of applying for RSPO certification for all of its plantations.

The CTP PNG Group’s total estates are comprised of 26,295 planted hectares across the three plantations:

	1.
	Higaturu:  comprising 8,977 of planted hectares, yielding approximately 20 tonnes FFBs per hectare in the year ended 31 May 2009.  Three milling facilities operate at the plantation: Sangara, Mamba and Sumberipa.  Historically milling capacity limits have constrained the plantation's production, however the addition of two new mills in 2009 (Sumberipa and Mamba) largely removed this constraint in milling capacity.

	
	

	2.
	Milne Bay: comprising 11,629 of planted hectares, yielding approximately 17 tonnes FFBs per hectare in the year ended 31 May 2009, and operating one oil mill.

	
	

	3.
	Poliamba: comprising 5,689 of planted hectares, yielding approximately 19 tonnes FFBs per hectare in the year ended 31 May 2009, operating one oil mill.


The Group notes that the output of palm oil products has declined from 183,279 tonnes to 156,679 from 2007 to 2009, but does not consider the historical yields, trends and production volumes of the plantations as described above or in the table below to be indicative of their production potential in the future for a number of reasons, including the age profile of the palms, the previous fertiliser application strategy and infrastructure constraints on access to some estates.  The Enlarged Group anticipates implementing a number of operational improvements to achieve materially improved yields and volumes. The Directors believe that the CTP PNG estates, especially in Higaturu have the potential to be market leading in terms of oil yield, due to the specific agronomy of the site in terms of rainfall profile and soil quality.   

Operational and financial highlights of the CTP PNG Group for the two years ending 31 May 2009 are included in the table below. In line with industry practice, the profit before tax figure is stated before an accounting adjustment of the biological assets required under IAS41.

	$000s (unless stated otherwise)
	Year ended 31 May

	
	2008
	2009

	Total palm product produced (tonnes)
	160,880
	156,679

	Revenue
	93,045
	98,894



	Gross profit
	32,443
	46,022

	Profit before tax (pre-IAS41 adjustment)
	8,388
	18,087

	Profit/(loss) before tax (post-IAS41 adjustment)
	47,544
	(31,526)

	Gross assets
	244,057
	198,644


The CTP PNG Group entered into forward sales agreements in order to hedge against movements in the CPO spot price, and the historical results for the CTP PNG Group include the profits and losses on the financial settlement on these forward rate agreements. This policy resulted in a one-off gain of US$ 22.0 million in the year ended 31 May 2009 and a loss of US$ 13.7 million in the prior financial year, and is reflective of the group’s sales strategy rather than its production performance.

Financial effects of the Transaction

The Board considers that the Acquisition has the potential to be earnings enhancing for the Company. However, this statement does not constitute a profit forecast and should not be interpreted to mean that the earnings or net assets per Share in the first full financial year following the Acquisition, nor in any subsequent period, would necessarily match or be greater than those for the relevant preceding financial year.

A capital expenditure programme will commence immediately following the Transaction, in which the Group expects to focus on:

· replanting programmes; 

· accelerating the RSPO accreditation process and any associated required remedial capital expenditure; 

· improvement and redevelopment of housing; and

· assessment and potential infrastructure improvements.  

Operational changes will focus on increasing the fertiliser application rates and optimising the fertiliser composition.  These programmes will require additional capital expenditure investment, but due to the long lead time for such investments, they are not expected to be completed in full for some 24 months, and the Company expects to draw down the full facility over this period to fund the works.  These capital expenditure investments will be funded by the additional available funds under the drawdown facility over and above the purchase price.     

The Group is pleased with the terms agreed under the Facility Agreement, and believes them to be generally in line with the terms achieved in other plantation businesses in the region.

Trend information

Since the start of 2010, the CPO price, the key driver of revenue for the Company and CTP PNG, peaked in early January at around US$ 820/tonne CPO, before settling to an average price of around US$ 780/tonne from mid January to mid February.  NBPOL has averaged a sales price of US$ 750 since the start of the year reflecting previous forward sales.  CTP PNG will have no forward sales from the date of completion and hence will be exposed to the market pricing environment at the time of sales.  However, it is the intention of NBPOL to apply its forward sales strategy across the Enlarged Group.

Oil palm seed sales from NBPOL are showing continued good signs of recovery from 2009. Seed stocks are high and with improving orders the Group is placed to satisfy increasing global demand. 

The severity of the impact of the cyclical climate modification known as “El Nino” weather in 2010 is still to be fully quantified, however rainfall levels have been more than adequate for the year to date in Papua New Guinea.  A strengthening of the El Nino effect could impact pricing of palm oil if rainfall levels differ materially from the market’s expectations. 

Generally costs of the Group are in line with expectations with fertiliser and agrochemical costs remaining relatively stable during 2010 so far.  Sugar production and sales at RAIL have also been consistent with the previous year, and the continued sugar pricing environment, testing all time historical highs, continues to be encouraging for this business. 

The board of NBPOL believes that the fundamentals of the palm oil industry remain strong and that the prospects for NBPOL and CTP PNG are encouraging, particularly as NBPOL should benefit immediately and directly from the growing demand for the highest quality, traceable and certified sustainable palm oil products.  CTP PNG will also benefit from this effect in the medium term if certification to RSPO is successful. 

Terms of the Transaction

The Company has entered into the Share Purchase Agreement, pursuant to which, the Company agreed to acquire CTP Holding’s 80 per cent. shareholding in CTP PNG, which therefore also includes the 81.29 per cent. shareholding of CTP PNG in Poliamba Limited and the attributable planted hectarage held by CTP PNG (80 per cent. attributable) and Poliamba Ltd (65.032 per cent. attributable) together with the other assets and liabilities of those companies including the milling facilities, plant and equipment and working capital items (excluding finished CPO, PKO and PK).  The purchase price payable pursuant to the Share Purchase Agreement is US$ 175 million.  The purchase price is subject to adjustments to take into account (i) finished CPO, PKO and PK held by CTP PNG at Completion and (ii) capital expenditure incurred by the CTP PNG Group between signing of the Share Purchase Agreement and Completion. 
The Independent Public Business Corporation of Papua New Guinea (“IPBC”) holds the minority stake of 20 per cent. in CTP PNG.  The IPBC is an independent entity in Papua New Guinea established to hold the majority of state-owned commercial assets in trust and to manage those assets for the country of Papua New Guinea.  The Company welcomes the chance to join the IPBC as a co-shareholder in CTP PNG, and looks forward to further developing its already positive and long standing relationship with the IPBC.

The IPBC has pre-emption rights in relation to any sale of CTP PNG shares, and the Company is grateful that prior to the signing of the Share Purchase Agreement, a formal waiver from the IPBC was obtained in respect of its pre-emption rights in relation to the Transaction. 

Conditionality and General Meeting

Completion of the Transaction is conditional upon, entering into of the Facility Agreement and approval by ordinary resolution of the Company’s shareholders being obtained at the General Meeting. 

The Company has received an irrevocable undertaking from its controlling shareholder Kulim (Malaysia) Berhad, which has the right to exercise 50.68 per cent. of the votes able to be cast at the General Meeting, to vote in favour of the Transaction as contemplated under the Share Purchase Agreement. The company paid upon signing of the Share Purchase Agreement a deposit of US$ 10.7 million (being 1% of the market capitalisation of the Company at close of trading on 23 February 2010) which the Company will forfeit if the conditions are not satisfied.

Shareholder circular and outline timetable

NBPOL intends to send a circular to shareholders in due course, giving further details of the Acquisition and including notice of the General Meeting to consider, and, if thought fit, approve the Acquisition. A separate announcement will be made in due course to confirm the despatch of the circular and date of the General Meeting. Completion of the Acquisition is expected to occur, subject to shareholder approval, shortly after the General Meeting. 
Recommendation

The Board, which has received financial advice from Akur Partners LLP (“Akur”), considers the Transaction to be in the best interests of the Shareholders as a whole and accordingly unanimously recommends Shareholders to vote in favour of the Resolution, as the Directors intend to do so in respect of their own beneficial holdings of Shares. In providing advice to the Board, Akur has relied on the Board’s commercial assessment of the Transaction. 

Definitions

The following definitions apply throughout this announcement, unless stated otherwise:

	Act 
	the Companies Act 1997 of PNG (as amended and re-enacted from time to time)

	Akur Partners
	Akur Partners LLP

	Annual Report
	the Company’s annual report and accounts for the year ended 31 December 2008

	BDO
	BDO LLP

	Board
	the board comprising the Directors

	Company
	New Britain Palm Oil Limited

	Completion
	completion of the Transaction in accordance with the Transaction Agreements

	CPO
	crude palm oil

	CTP PNG
	CTP (PNG) Limited

	CTP PNG Group
	CTP PNG and its subsidiary, POLL

	CTP Holdings
	CTP Holdings Pte Limited

	Depositary
	Capita IRG Trustees Limited

	Directors
	the directors of the Company

	DTR
	the Disclosure and Transparency Rules made by the FSA pursuant to Part 6 of FSMA

	Enlarged Group
	the Group on and from Completion

	EU
	European Union

	Executive Directors
	Nick Thompson, David Dann and Alan Chaytor

	Facility Agreement
	the facility agreement to be entered into with Standard Chartered Bank plc and Australia and New Zealand Banking Group Limited in respect of the US$ 200 million 12-month facility

	FFBs
	fresh fruit bunches

	FSA
	the Financial Services Authority

	FSMA
	Financial Services and Markets Act 2000

	General Meeting 
	the general meeting of the Company to be held in due course

	Group
	the Company and its subsidiary undertakings prior to Completion

	IPBC
	Independent Public Business Corporation, the investment arm of the government of PNG

	Kina
	the lawful currency of PNG

	Kulim
	Kulim (Malaysia) Berhad

	Kulim Irrevocable Undertaking
	the irrevocable undertaking from Kulim to the Company that it will vote in favour of the Transaction as contemplated under the Share Purchase Agreement

	Liberum Capital
	Liberum Capital Limited

	Listing Rules
	the listing rules of the UKLA

	London Stock Exchange
	the London Stock Exchange plc or the main market for listed securities operated by the London Stock Exchange plc

	PK
	palm kernel

	PKO
	palm kernel oil

	PNG
	the Independent State of Papua New Guinea

	PNG Registrar
	PNG Registries Services of Level 2, Aon House, Macgregor Street, Port Moresby, Papua New Guinea

	POLL
	Poliamba Limited, of which CTP PNG holds 81.29 per cent. shareholding

	Prospectus
	the prospectus published by the Company on 11 December 2007 in relation to its admission to listing on the official list of the UK Listing Authority and to trading on the main market of the London Stock Exchange

	Resolution
	the ordinary resolution to approve the Transaction as set out in the notice of General Meeting 

	Sale Shares
	the 55,466,785 Class B ordinary shares and 3,184,201 Class C ordinary shares in the capital of CTP PNG, representing 80 per cent. of the issued and paid-up share capital of CTP PNG, held by CTP Holdings

	Shares 
	the issued ordinary shares of in the capital of the Company

	Share Purchase Agreement
	the share purchase agreement dated 24 February entered into between the Company and CTP Holdings in respect of the Transaction

	Shareholders
	the holders of the Shares

	State 
	the Independent State of PNG

	Transaction
	the proposed acquisition of 80 per cent. of the shares in CTP PNG pursuant to the Transaction Agreements

	Transaction Agreements
	the Share Purchase Agreement, the Kulim Irrevocable Undertaking and [the Facility Agreement] 

	UK Registrars
	Capita Registrars of The Registry, 34 Beckenham Road, Beckenham, Kent, England

	UKLA
	the FSA acting in its capacity as the competent authority for listing in the United Kingdom for the purposes of Part VI of FSMA


- ends -


