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14 June 2022

MINORITY SHAREHOLDERS WATCH GROUP
Level 23, Unit 23-2, Menara AlA Sentral

No. 30, Jalan Sultan Ismail

50250 Kuala Lumpur

Attention: Mr Devanesan Evanson
Chief Executive Officer

Dear Sirs,

19th Annual General Meeting of Sime Darby Plantation Berhad to be held on
Thursday, 16 June 2022 at 10.00 a.m.

Thank you for your letter dated 7 June 2022 informing Sime Darby Plantation Berhad
(SDP or the Company) of the issues that the Minority Shareholders Watch Group (MSWG)
intends to raise at the 19th Annual General Meeting of the Company to be held on Thursday,
16 June 2022 at 10.00 a.m.

As requested, enclosed, SDP’s response to the matters raised by MSWG in the letter.
Thank you.

Yours faithfully,
SIME DARBY PLANTATION BERHAD

' i

/
AZRIN NASHIHA ABDUL AZIZ
Group Secretary

Registered Address: Level 10, Main Block, Plantation Tower, No. 2, Jalan PJU 1A/7, Ara Damansara, 47301 Petaling Jaya, Selangor Darul Ehsan, Malaysia


http://www.simedarbyplantation.com/

THE APPENDIX

Operational & Financial Matters

1. The Group was confronted with and impacted by rising costs in energy, fertiliser, and
logistics. (page 19 of IAR2021)

To what extent does the Group expect cost to increase further in 20227

Rising costs in energy, fertiliser and logistics are expected to increase the production costs by
approximately 10% as compared to FY2021, largely driven by higher fertiliser prices which are
forecasted to increase by approximately 50%, increasing total cost by approximately RM350 million.
All other cash costs will track inflationary increases of 3 percent on average.

2. From 1 April 2022, the Malaysian government has started to ease border restrictions and this
is certainly a positive development that will allow sorely needed foreign labour to return to
the country (page 21 of IAR2021). In addressing the Group’s labour shortage issues, a total
of 3,010 locals in Malaysia were hired (page 22 of IAR2021).

With the re-opening of international boarders, to what extent has the Group’s labour shortage
issue normalised? How far off is the Group from addressing its labour needs?

Thanks to our efforts to reduce our dependence on labour through mechanisation, automation and
digitalisation, we now have one of the most efficient man-to-land ratios in the industry which as at
May 2022 stood at about 1:16.6 Ha. However, we are still experiencing a shortage of harvesters
which as at May 2022 was short by approximately 4,000 harvesters (equivalent to a 36% shortage
against total requirement).

In FY2021 we managed to welcome and retain a total of 797 workers and a further 11 workers
between 1st January 2022 to 31st May 2022 under various programs (i.e. workers back from long
leave, extension of 10 years services and also regularisation and legalisation of workers in Sabah
and Sarawak). Our efforts to recruit more local workforce is also ongoing via our “Project Lokal” which
has since seen a total of 6,774 locals being recruited with 4,229 still with our operations (as at May
2022).

In relation to the intake of new foreign workers, we have established an improved Responsible
Recruitment Procedure (RRP) which enforces our zero-recruitment fee policy and the appointment
of ethical recruitment agents and protect workers from any form of coercion, intimidation or deception
in the process of seeking employment in SDP.

We are currently focused on addressing the issue of the shortage in harvesters and expect the first
new batch of 147 pax of potential harvesters from Indonesia to be brought in soon once Indonesia’s
new requirement of having work permits being issued at source country is completed. We are closely
following up with the Indonesian authorities on this matter.

We have also begun the recruitment process for workers from India and Nepal which is currently in
progress at various stages with the arrival of new batch workers expected by September 2022.

Aside from the countries mentioned above, we also proactively engage with the relevant government
agencies of various other countries to explore the recruitment of foreign workers through our
improved RRP.

3. Inline with the Government’s plan to raise the minimum wage to RM1,500 a month, the Group
has increased the monthly remuneration of the Group’s workers with effect from 1 May 2022
(page 14 of AR2021). The Group plans to increase the number of locals employed in its estates
(page 56 of IAR2021).

To what extent will the increase in minimum wage impact the Group’s staff cost in financial
year ending 2022?

The impact on staff cost due to the implementation of minimum wage at RM1,500 is estimated to be
in the range of RM70 million to 90 million per annum, with the increase of approximately RM50 million
expected in FY2022.



4. The Group’s finance cost of RM86 million was 26% lower than the previous year, a result of a
decline in the Group’s average borrowing rates by approximately 0.4% per annum and lower
borrowing balances in view of a net repayment of borrowings amounting to RM588 million in
the current year. (page 50 of IAR2021)

A number of the Group’s borrowings are in USD currency. With the strengthening of the USD
and the rising interest rates environment, to what extent does the Group expect its finance
cost to be impacted, going forward?

Based on the borrowings position as at 31 December 2021, a 50 basis point increase in the Group’s
borrowing rates may lead to a RM25.5 million increase in its finance cost.

In addition, the Group'’s finance cost is expected to increase by approximately RM5.3 million in the
event the USD strengthens by 5%.

5. Employee related payables increased to RM0.53 billion (2020: RM0.36 billion). Included in the
Groups’ employee related payables is a provision for remediation of recruitment fees totalling
of RM81.9 million to its existing workers and former workers who left the Group on or after 1
November 2018. (Note 41, page 200 of IAR2021).

(a) How many total foreign workers were compensated in relation to the above?

The provision for remediation of recruitment fees totalling RM81.9 million made in FY2021 is
made up of 2 components. The first being to reimburse 15,078 current foreign workers and the
second being a sinking fund set aside to reimburse up to a total of 19,565 former foreign workers
based on our register going back to 1 November 2018.

So far to-date, we have reimbursed most of our foreign workers currently under our employ
except for a few which are pending due mainly to issues with their banking accounts. As for the
reimbursement of former foreign workers, we are going through the process of validating the
submissions received from our outreach and advertising efforts and will be making payments
once their submissions are verified.

(b) On 28 January 2022, the United States Customs and Border Protection (“USCBP”) issued
a notice of finding against the Group (Note 50, page 246 of I1AR2021). Does the Group
expect further compensations to be made to its foreign workers in 2022 with the notice
of findings issued by USCBP and following the completion of Impactt Limited’s report?
If yes, what is the estimated compensation to be paid?

No, we do not expect further compensations to be made to our foreign workers. The
reimbursement amount of RM81.9 million provided in FY2021 was calculated by an independent
third party using the Average Universal Payment Approach which is determined to be the most
appropriate way to conduct the reimbursement by the independent experts.

The reimbursement is also retrospective looking back to 1 November 2018 to cover our former
foreign workers in line with the publication of the Fair Labour Association’s report for the
Consumer Goods Forum, titled “Assessing Forced Labor Risks In The Palm Oil Sector in
Indonesia and Malaysia”, dated November 2018.

6. Certain subsidiaries in Indonesia are subject to revocation and evaluation of forest area
concession licenses in accordance with the decree of the Ministry of Environment and
Forestry (“KLHK”) of the Republic of Indonesia dated 5 January 2022. Based on the decree,
the total area of the subsidiaries which are subject to the revocation and evaluation of forest
concession licenses was 40,065 and 69,619 hectares respectively. (Note 51(d), page 247 of
IAR2021)

In the event that the said revocation and evaluation of forest area concession licenses were
to materialise, to what extent will it impact the Group?

The land areas under threat above is approx. 15% of the Group’s total land bank. The affected
companies contributed approximately 13% to the Group’s net profit in FY2021.
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