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

No. 30, Jalan Sultan Ismail

50250 Kuala Lumpur

Attention: Dr Ismet Yusoff
Chief Executive Officer

Dear Sirs,

21st Annual General Meeting of Sime Darby Plantation Berhad to be held on
Tuesday, 28 May 2024

Thank you for your letter dated 23 May 2024 informing Sime Darby Plantation Berhad
(SD Plantation or the Company) of the questions that the Minority Shareholders Watch Group
(MSWG) intends to raise at the 21st Annual General Meeting of the Company to be held on
Tuesday, 28 May 2024 at 9.30 a.m.

As requested, enclosed, SD Plantation’s response to the matters raised by MSWG in the letter.

Thank you.

Yours faithfully,
SIME DARBY PLANTATION BERHAD

<

AZRIN NASHIH L AzIZ
Group Se ry

KENC/WRH/AGM 2024/MSWG

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 Company had on 30 April 2024 via Bursa website, announced its intention to change its brand
name to SD Guthrie Berhad. The “Sime Darby” brand is owned and controlled by Sime Darby
Berhad, the former parent company of SD Plantation. Since the demerger and listing of SD
Plantation six and a half years ago, it has operated under a licence, subject to the terms of a brand
and trademark licensing agreement, paying an annual fee for the use of the “Sime Darby” brand.
(SD Plantation’s website)

a)

b)

What will be the total savings for the Company upon completion of the rebranding exercise?

Since the demerger and listing of SD Plantation in November 2017, SD Plantation has operated
under a licence, subject to the terms of a brand and trademark licensing agreement, paying an
annual fee of RM2 million for the use of the “Sime Darby” brand.

After the rebrand, although we will not have to pay the RM2 million annual licensing fee to
Sime Darby Berhad, about the same sum of money will be used to register and maintain the SD
Guthrie mark across all our jurisdictions. The Board had decided to rebrand to SD Guthrie, to
ensure that we would be able to explore all opportunities available to us as one of the largest
private sector landowners in Malaysia. Continuing as a Sime Darby company would have
restricted our capacity to venture into development of industrial parks and such adjacencies.
With this new brand, we will be able to grow into new verticals, which will have a positive
impact in the longer term.

What is the total estimated cost for the said rebranding exercise?

We estimate that it will cost between RM40 million and RM50 million across our global
operations. This includes customer roadshows which are being designed as branding and
marketing events, as well as replacing all physical assets.

Does the Company foresee any negative impact from the rebranding exercise, given Sime
Darby Plantation name has already made its mark globally?

One of the main risks a change of name poses is the potential loss of brand equity. In this case,
since we do not own the Sime Darby brand, and thus that is not an issue. The other risks could
be market confusion. The current situation with three Sime Darby companies listed on the stock
exchange has caused persistent confusion, even six and a half years after the demerger. This
risk will be addressed with the rebrand as SD Plantation will be clearly differentiated from the
other two Sime Darbys.

Any potential confusion after the rebrand has been considered and proactive action taken to
mitigate risks. We are ensuring that all our stakeholders are aware of the brand name change.
At the same time, we have taken pains to ensure that it is clear to all our employees and our
customers and other stakeholders, that this name change will not change who we are at our
core. Our Purpose and Values remain the same.

With this rebranding we aim to strengthen customer loyalty, attract new business
opportunities, and drive sustainable growth across our diversified portfolio.



2. The Group’s milestone development for 2023 was the commercialisation of GenomeSelect™
seeds which were developed in-house, and promises 10% — 34% more oil yield per hectare,
launched in the market in November 2023. Sales to date have been encouraging, with take-up
from both local and international players. (page 6 of AR2023)

a)

b)

To what extent will the sale of GenomeSelect™ seeds to external customers contribute to
the Group’s revenue, going forward?

The bulk of our GenomeSelect™ seeds produced in the next 3 years will be utilised for our own
replanting and therefore only a small amount of between 300,000 to 500,000 seeds are
projected to be sold annually to external customers. Therefore, the amount of revenue
contributed to the Group from the sales to external customers is expected to be insignificant in
the near term.

The sales of GenomeSelect™ seeds to international players are mainly from which countries?
By selling the Company’s super high-yielding GenomeSelect™ seeds to international players,
will this pose a threat to the Malaysian palm oil industry, going forward?

So far, the overseas sales commitments for our GenomeSelect™ seeds have been primarily to
India and Thailand.

We do not believe that selling our super high-yielding GenomeSelect™ seeds to international
players poses a threat to the Malaysian palm oil industry. Instead, it provides valuable insights
into the seeds' performance across various environmental conditions, ensuring our continued
competitiveness and resilience to climate change impacts.

In line with our commitment to sustainability and industry advancement, we published our oil
palm genome research in 2020. This publication was intended to help the industry produce
significantly more palm oil without causing further deforestation or environmental
degradation. By offering GenomeSelect™ seeds for sale, we facilitate higher yields on existing
landbanks, benefiting the wider agricultural industry and addressing the growing global
demand for commodities sustainably.

The Group targets to replant 100% of its plantations with GenomeSelect™ for optimum
productivity (page 68 of AR2023)

i. Based on the Group’s current rate of replanting, by when and how many years does the
Group need to replant 100% of its plantations with GenomeSelect™ seeds?

Based on current replanting rates, it will take between 20 to 25 years for the Group to
replant all of our areas with GenomeSelect™.

ii. To-date, what is the landbank size that are not planted with GenomeSelect™ seeds?

As at end of 2023, slightly more than 10,000 hectares (approximately 3% of the Group’s
planted area in Malaysia) has been planted with GenomeSelect™.

In 2023, 80% of the seeds used in our replanting in Malaysia were GenomeSelect™ seeds
and by 2025 the target is to achieve 100% replanting using GenomeSelect™ seeds, this
will increase the annual rate of planting of GenomeSelect™ seeds to approximately 4% of
the Group’s total planted area annually from 2025 onwards.



3. The Group’s other operating expenses, i.e. professional fees increased significantly to RM127.1
million (FY2022: RM86.2 million). (page 165 of AR2023)

What are the reasons for the huge increase and the key breakdown for professional fees?

The Group engaged external consultants for professional advisory and consultation in relation to
benchmarking, valuation and advisory on certain expansion projects particularly when certain skill
sets or expertise are not available in-house.

Professional fees in FY2022 were inclusive of a RM26 million reversal of provisions made for
consulting and advisory services on remediation payments to foreign labour workforce. Excluding
the said RM26 million reversal, the professional fees in FY2023 of RM127.1 million was higher by
approximately RM14.9 million as compared to FY2022.

Professional fees incurred in FY2023 comprised mainly of land related consultation of RM26.7
million (inclusive of valuation, survey, agency fee and advisory to resolve land issues), review of
ancillary new business of RM18.6 million, legal advisory and services of RM13.7 million, advisory for
employees remediation payments of RM10.6 million, transformation initiatives of RM8.1 million, HR
related services of RM7.5 million, ESG related advisory of RM6.6 million, IT consultancy and services
of RM5.9 million, outsourcing of internal audit and compliance services of RM4.0 million and tax
compliance & advisory of RM3.4 million.

SUSTAINABILITY MATTERS

4. Under human rights, the Group have initiated a 10-year workers’ housing improvement plan in
Papua New Guinea and the Solomon Islands, in line with ILO and national housing standards
(page 12 of AR2023). In FY2023, a total of 8,637 issues have been raised through the Group’s
social dialogues, of which 98% have been resolved and the remaining issues relating to building
or infrastructure are in various stages of being addressed (page 33 of Sustainability Report 2023
(“SR2023"))

How extensive is the workers’ housing issues that the Group needs 10-years’ time to address?
What is the key scope of work that needs to be carried out to improve the workers’ housing in
Papua New Guinea and the Solomon Islands?

Our housing improvement plan is part of the Group’s initiative to improve the standards of living of
our workers who are also provided in-kind benefits.

The majority of workers housing in our estates in Papua New Guinea and the Solomon Islands are
over 20 years old and either need to be replaced or require repairs and refurbishment. Due to the
large number of houses involved, the scale of the improvement initiatives has been scheduled over
a 10 year plan which commenced in 2023.

The timeline is influenced by various factors such as the procurement and transporting of materials
and security challenges in Papua New Guinea and The Solomon Islands as well as the capabilities of
local contractors. These have been identified and accounted for in the project's risk mapping process
which will be progressively reviewed.



5. The Group is also exploring carbon sequestration using microalgae technology to reduce its
carbon footprint and promote circularity. In FY2023, SD Plantation successfully completed the
installation of a trial plant for microalgae carbon sequestration. (page 21 of SR2023)

What is the outcome of the trial and what were the results?

The trial is ongoing. With the installation of the trial plant, we are now better equipped to collect
data to confirm the theoretical feasibility and appropriate commercial model as a proof of concept
before proceeding further.

6. SD Plantation’s disclosure on trends in confirmed fires and hotspots within 5km radius of estate
boundaries increased significantly to 745 cases of confirmed fires (FY2022: 139 cases). (page 27
of SR2023)

a)

b)

What were the main cause of these fires within 5km radius of the estate boundaries?

Fires can be caused by many factors and usually occur during the dry season. Our operations,
as well as those areas within our concessions which are occupied by local communities, are also
susceptible to unpredictable fires.

The main cause of fires within 5km radius of our estate boundaries is due to shifting cultivation,
or also known as slash-and-burn agriculture, whereby local farmers clear their land by cutting
and burning vegetation before they plant new crops. Under Indonesian law, smallholder
farmers are allowed to use controlled burning on a very limited scale of 2 hectare of land as
part of traditional agriculture practices.

To address the risk, SD Plantations has in place firefighting teams at our operations to help put
fires out. A series of training programmes were conducted with these teams, which includes
firefighting simulations, trainings with contractors and fire socialisation in schools. We have
also partnered with seven universities across Indonesia to develop integrated community-
based fire prevention programmes, which aim to educate local communities in fire-prone
villages around our operations about sustainable agriculture practices.

You may find further details of the identifying causes of fires within our estate boundaries for
FY2021 to FY2023 in our 2023 Sustainability Report.

Climate change causes hotter days and heavier rain, which may lead to more fire incidents
and floods. What are the Group’s strategies to deal with the climate change effect on
insurance premiums?

Reviews of the Group’s insurance policies are conducted annually to ensure sufficient coverage
including those against fire and flood incidents. Furthermore, our appointed insurance broker
is also responsible to source for the most competitive terms for the Group.

We also actively educate our insurers on the various mitigating efforts we’ve put in place in our
operations to indicate the Group’s pro-active management of our climate change risk
exposures.



CORPORATE GOVERNANCE MATTERS

7. The Group has further strengthened its Board diversity, with 40% of the Board comprising women

directors, up from 30% last year. (page 7 of AR2023)

What benefits has the Board experienced from increased gender diversity among its members?
How has the Board's performance been impacted in relation to these benefits?

In line with the Company’s Board Composition Policy, the Board’s overriding objective in any new
appointment is to select the best candidate with a view to achieving a high-performing Board.
Appointments are based on merit, the individual’s experience and capabilities, and are measured
against a set of objective criteria.

The Board benefits from the diversity of experience, exposure, and skill sets of all its members. Our
women directors possess a wealth of expertise in various fields, including Economics, Public
Administration/General Management, Accounting/Financial Management, Banking & Finance,
Supply Chain, Sustainability, Portfolio Management, Equity Research and Corporate Finance.

. Following the recommendation of the Malaysian Code on Corporate Governance 2021 (“MCCG”)
to engage an independent expert periodically to facilitate objective and candid Board
evaluations, the Board & Directors’ Effectiveness Evaluation (“BDEE”) 2023 was conducted by an
external party, Deloitte Business Advisory Sdn Bhd (“Deloitte”). (page 30 of Corporate
Governance Report 2023 (“CGR2023"))

a) On average, how did the Board score in each of the key areas that the independent expert
had assess during the BDEE exercise?

The report indicated that SD Plantation’s overall score of 86% was on par with the market
average score of 86%. Comparatively, SD Plantation’s BDEE 2023 score was in line with the
average plantation board which stood at 86%. The performance of all Board Committees’ was
also relatively strong compared against the corresponding board committees of comparator
entities.

The key assessment criteria used for the BDEE 2023 including the average scores are as follows:

Questionnaire Assessment Criteria Audience Average Score
(i) Board Governance and | All Board 82%
Oversight members*
(i) Board Processes and 77%
Infrastructure
Board Evaluation
(iii) Board Capabilities Assessment 82%
(iv) Fit and Proper Assessment 100%
Independent

v) Independence Assessment 100%
(v) p

Directors only

*Note: All Board members except Ms Jenifer Thien and Puan Sharifah Sheila as they were appointed on
22 December 2023 and 5 February 2024 respectively.



b)

We note that the performance of the Board in addressing SD Plantation’s material
sustainability matters was evaluated through the BDEE. ESG related areas are also included
as Key Performance Indicators (“KPIs”) in the Group’s Corporate Scorecard. (page 27 of
CGR2023)

In relation to quantitative environmental, social, and governance (“ESG”) KPIs on the
evaluation of C-Suites in FY2023, how did the senior management perform in relation
to these KPIs?

In FY2023, the senior management performed well on its ESG KPIs having improved SD
Plantation’s performance on the Sustainable Palm QOil Transparency Toolkit (SPOTT)
ranking of palm oil producers, moving up 3 positions in the ranking to 4" place from 7t
place the year before.

Another landmark achievement was SD Plantation becoming the first palm oil company
with net-zero targets validated by the Science Based Targets initiative (SBTi).

What was the weightage of the ESG KPIs (by percentage) vis-a-vis operational and
financial metrics in the overall performance evaluation of the Board and senior
management?

In terms of KPIs weightage for the senior management, the financial component is the
largest at 40%, this is followed by the ESG and operations component which contributes
20% each. The remaining 20% is made up of various other components such as strategy,
people and customer.

For the SD Plantation Board, there are no weightages assigned to each assessment
criteria. The manner of assessment at the Board-level is undertaken differently and all
assessment criteria are looked into holistically, including the Board’s role and oversight
over Environmental, Social and Governance matters such as sustainability governance, the
Company’s integration with recommendations set out by the Task Force on Climate-
related Financial Disclosures as well as an assessment of the Sustainability Committee’s
performance.



