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23 May 2025

PERMODALAN NASIONAL BERHAD
Menara Merdeka 118,
Presint Merdeka 118,
50118 Kuala Lumpur.

Attention: Puan Hanizan Hood
Group Chief Investment Officer

Dear Puan Hanizan,

22nd Annual General Meeting of SD Guthrie Berhad to be held on Monday, 26 May
2025

Thank you for your letter dated 8 May 2025 addressed to Tan Sri Dr Nik Norzrul Thani Nik
Hassan Thani, Chairman of SD Guthrie Berhad (SD Guthrie or the Company), informing
the Company of the questions that Permodalan Nasional Berhad (PNB) intends to raise at the
22nd Annual General Meeting of the Company to be held on Monday, 26 May 2024 at 10.00
a.m.

As requested, please find enclosed as Appendix, SD Guthrie’s response to the matters raised
by PNB in the letter.

Thank you.

Yours faithfully,
SD GUTHRIE BERHAD

b

DATUK MOHAMAD HELMY OTHMAN BASHA
Group Managing Director

cc. Tan Sri Dr Nik Norzrul Thani Nik Hassan Thani, Chairman, SD Guthrie Berhad

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


http://www.simedarbyplantation.com/

THE APPENDIX
STRATEGIC QUESTIONS

1. To disclose the Total Shareholders’ Returns (TSR) of SDG for the past 1, 3, and 5
years up to the end of the financial year ended 2024.

What would the Board attribute the performance to.

Table 1: SDG’s Historical TSR on an annualised basis

o PR EE
Holding Period (year) 2020 2022 2024
SDG's Total Shareholders Return 1.08% 13.49% 13.64%

Source: Bloomberg

The Board attributes the performance to the following factors:

e Operational and financial recovery: The 5-year TSR was weighed down by a high pre-
pandemic base in January 2020, prolonged recovery, and a temporary U.S. Withold
Release Order (WRO) setback. Post-pandemic, disciplined operational improvements
across all divisions have driven financial recovery and strengthened investor
confidence, as seen in stronger 3-year and 1-year TSRs.

e Consistent dividend payout: Regular and stable dividend payouts of 50%-70% of its
recurring annual profits have supported investor returns and demonstrated the Group’s
commitment to deliver value.

e Growing investor confidence: Reflects growing investor confidence in SDG’s resilience
across its core business and its strategic pivot toward new growth pillars, driven by
disciplined execution.

2. The Board’s views on what are the one or two critical drivers of TSR for the
Company. Would this be return on equity, EPS growth or any other metric? If so,
what was the performance of these metrics for the past 1, 3, and 5 years?

The Board attributes TSR performance to the following key critical drivers:

e Operational and financial resilience: Amidst the broader sectoral and market
headwinds over the past few years, the Group demonstrated the necessary resilience
and capability to navigate through these challenges and delivered strong results.

Table 2: SDG’s Historical Earnings per Share (EPS) and Profit Margin

_ FY2020 |FY2021 |FYy2022 |Fy2023 |FY2024

SDG's EPS (sen) 0.17 0.33 0.36 0.27 0.31
SDG’s Profit Margin (%) [N 13.47 13.03 11.59 12.31

Source: Bloomberg

e Prudent capital management. SDG remains committed to exercising prudent capital
management, balancing between capital preservation and expansionary investments.
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3. What are the strategic initiatives that are being put in place by the Company to
improve these key drivers and enhance TSR for the next three years.

Driving sustainable long-term value creation and improving TSR through strengthening
operational, financial, and engagement strategies:

Strengthen core operational performance: through productivity enhancement and cost
efficiency to maintain margin resilience, leverage SDG’s leadership position in
supplying Certified Sustainable Palm Oil.

Drive growth: downstream’s further expansion into food segment e.g. new specialty
oils & fats refinery in Sei Mangkei and Liverpool refinery expansion, diversify beyond
food and palm to adjacent markets e.g. animal feed and diversify export markets,
namely broader European and African region, executing pipeline projects in the new
Industrial Development and Renewable Energy pillars.

Enhance market perception and valuation: strengthening equity narrative with clear
growth and strong sustainability positioning to enhance market perception and
valuation of SDG.

OTHER QUESTIONS

4. Upstream Productivity

SDG’s yield per hectare has increased from 16.63MT/ha in FY22 to 18.41MT/ha in
FY24, primarily driven by improvements of Upstream Malaysia. However,
productivity in Indonesia, PNG and Sl deteriorated due to adverse weather events.

a)

b)

How will SDG’s focus on mechanisation, automation and digitalisation (“MAD”)
enhance productivity and is SDG on track to achieve its aspirational Land-to-
Man ratio target of 17.5 by 20277?

SDG’s MAD focus aims to improve operational efficiency and productivity while
reducing dependency on manual labour. In FY2024, we intensified mechanisation
efforts in non-harvesting activities, resulting in an improved land-to-man ratio of 13.6
compared to 12.7 in FY2023. The target of 17.5 was set as an aspirational target to
drive stronger innovation and new ways of work to increase productivity. The progress
is dependent on several factors. Harvesting solutions are currently in development,
while non-harvesting technologies are at varying stages and will be deployed based
on site-specific ground conditions.

Beyond the MAD initiatives, what other key priorities does SDG have to further
enhance productivity and are there any specific productivity targets for the next
few years?

Upstream

Operational Efficiency and Productivity: SDG has set a target to increase oil yield by 1
MT per mature Ha! across entire upstream operations in all 4 countries. To support this
goal, the company is actively implementing multi-pronged and comprehensive strategy
that includes initiatives to enhance crop evacuation efficiency such as the expansion
of mechanised transport in Indonesia and the increase of FFB truck fleets alongside
road infrastructure upgrades in PNG. These efforts are aimed at reducing crop losses
and improving overall field productivity. Progress is closely monitored and tracked by

1 Based on 2020 baseline year
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all Upstream units and the Transformation Office reporting to our Group Chief
Operating Officer.

Project OMEGA: A pioneering initiative focused on raising food safety and
sustainability standards at our palm oil mills to meet stringent international food
production standards. Key efforts include machinery modification to prevent direct
lubricant contamination and the installation of Separate Oil Recovery System (SORS),
empty bunch press and high-speed separator to enhance oil recovery and minimise oil
losses. The project aspires to transform our palm oil mills into world-class food-grade
facilities, focusing on Operational Equipment Effectiveness (OEE), Health, Safety &
Environment (HSE), and Food Safety.

R&D

In parallel, the Group’s R&D supports productivity and sustainability through
innovations such as GenomeSelect® planting material, engineered for higher yields,
disease resistance and stress tolerance. Key focus areas include:

e Doubling commercial yields by 2050 through improved crop traits, harvesting
efficiency, and milling processes.

e Realising a 20% increase in fertiliser use efficiency (FUE) by 2040, while
enhancing soil health, and advancing environmentally sustainable farming
methods.

e Driving downstream innovation to diversify products and agricultural ecosystem.

Given the various factors influencing the cyclical nature of the upstream
segment, such as CPO prices and weather conditions, what strategies do SDG
have in place to mitigate and minimise these impacts moving forward?

Managing price volatility

e Integrated business model: Natural hedge across the commodity cycle where
upstream thrives on high CPO prices while downstream benefits from lower input
costs during market softness.

e Hedging mechanisms: The Group uses derivative instruments, where available, to
hedge against the risk of adverse price fluctuations.

o Diversified Upstream Footprint: SDG’s geographical advantage of upstream
operations across Malaysia, Indonesia, and PNG enhance supply chain resilience
and flexibility in navigating location-specific challenges.

Managing impact from adverse weather conditions

e Managing dry conditions in Indonesia: Proactive measures have been
implemented across our operations in Indonesia, namely water storage and soil
moisture conservation to reduce the impact of dry conditions.

e Improving infrastructure connectivity in PNG: Efforts undertaken in PNG involve
repairing and improving connectivity infrastructure including roads and bridges to
ensure minimal disruption to operations caused by adverse weather conditions.

e R&D: Invest in R&D to develop drought-resistant planting materials with greater
resilience to adverse weather, reinforcing the long-term sustainability of our
plantations.
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Downstream Growth

The downstream segment faced margin pressures in the Asia Pacific, lower
demand in Europe and weaker performance from oleochemicals units.

How would these challenges affect SDG’s aspiration to grow its downstream global
footprint? Are there any potential opportunities that SDG could capitalise on to
enhance profitability?

While challenges such as margin pressure in certain markets and volatile feedstock costs
may temper short-term performance, they do not deter SDG’s aspiration to expand its
downstream global footprint.

e Geographical and portfolio diversification: Our regional presence and diversified
product mix provide resilience against short-term volatility while positioning us for
sustained long-term growth.

o Differentiating ourselves: Through targeted marketing campaigns (slogan: ‘Not All
Palm is Created Equal’), we are reinforcing our leadership in sustainability, quality,
and innovation. The traceability of our supply chain and our ability to offer security of
supply has set us apart, creating a competitive advantage.

e Expansion into new markets: Strengthening regional presence, while expanding into
new markets to meet diverse customer needs.

e Expansion of downstream portfolio: Shift from commodity to differentiated palm
products to tap into broader markets across regions.

New Verticals

Under the refreshed Strategy Blueprint, SDG recently announced two new verticals,
with the aim of maximising land value and expanding growth in renewable energy,
particularly on solar.

a) How does SDG plan to allocate the resources for these new verticals, while
ensuring that the core businesses remain unaffected? When does SDG
anticipate these new verticals to contribute considerably to the Company’s
profitability ?

Resource Optimisation

e Collaborative partnership model. Collaborating with partners whose competitive
advantages are complementary to SDG’s, namely experienced industrial park
developers and collaborative pathways to build solar portfolio in Malaysia.

e Careful strategic selection of land: Selective parcels of prime land in Malaysia have
been earmarked for industrial development over the next few years, carefully
structured to preserve the long-term value and sustainability of our core plantation
business.

Financial Contribution

o Complement core business returns: Given the longer gestation period for industrial
park co-development and the exploratory stage of solar projects currently, financial
contributions from these new verticals are expected in the medium term.
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b) In light of rising geopolitical tensions and economic uncertainty, how would
these factors impact SDG’s strategy to co-develop industrial parks? What risk
mitigation measures are in place to address these challenges?

Risk Mitigation Measures

We acknowledge global economic uncertainty due to trade tariffs may lead investors
to adopt a more cautious stance on industrial capacity expansion. Nonetheless, we
remain confident in Malaysia’s competitive advantage as an industrial manufacturing
hub relative to its regional peers. SDG and its partners, continue to closely monitor the
evolving conditions while taking steps to mitigate risks.

Competitively priced emerging growth areas: The targeted lands for industrial park
development are emerging growth areas, offering competitive prices compared to
neighbouring established industrial parks.

Partners with track record and network: SDG’s co-development partners are
established industrial park developers who have good track record and network in
attracting local and international investors.

Structural enhancements support ongoing plantation income: Strategic partnership
agreements include specific clauses that enable SDG to continue core plantation
activities on the land parcels until development commences, ensuring sustained
income from these assets in the interim.

Global Uncertainties

CPO price in 2024 have strengthened primarily due to the tightening of global
supply and rising demand. However, the recent announcement of tariffs by the
United States has led to retaliatory measures from China, including a 44% tariff on
US soybeans.

a) Following these events, CPO prices have been on a downtrend, allowing it to be
traded at a discount compared to other vegetable oils. How would SDG navigate
the uncertainties surrounding this situation?

Palm oil is regaining its competitiveness against other vegetable oils, particularly
soybean oil, which is now trading at a premium to palm oil. This relative discount may
help support stronger demand for palm oil in the near term. Nevertheless, the evolving
global trade situation continues to create uncertainty and volatility to the operating
environment. SDG continues to navigate the challenges by:

e Ongoing monitoring of key geopolitical developments and policy shifts to enable
timely strategic realignment by management.

e Maintain close, on-the-ground engagements with customers and suppliers to gain
real-time insights into evolving geopolitical dynamics, enabling swift, informed
responses to potential disruptions in demand, supply continuity, and cross-border
operations.
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b) Does SDG foresee any challenges, and are there any opportunities that can be
capitalised on from these recent developments?

Opportunities/ Challenges

Opportunities to fill in short-term demand gap in China: Logistical and supply
constraints could prevent China from immediately replacing soybean import from
US, of which palm oil has the potential to fill in China’s edible oil demand gap in
the short term.

Comparative advantage of Malaysian palm oil: MPOB expects US demand to
remain due to specialised application. The 8% tariff differential advantage for
Malaysia over Indonesia provides comparative advantage to Malaysian palm oil
exports to the US.

Low crude oil prices reduce viability of biodiesel mandate: Persistently low crude
oil prices threaten the economic viability of government biodiesel mandates, which
put downward pressure on palm oil demand.

Vegetable oil price volatility persists: Trade flow realignment and potential demand
substitution dynamics are increasing volatility in vegetable oil prices, which is
expected to persist until there is some clarity and stability to the situation.
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