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MAP OF SAWIT KINABALU GROUP BUSINESS OPERATION
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OUR VISION

To be Sobah's leading integrated agre and
land-based development corporation

OUR MISSION

To earn a profitable retum far its shareholders
through efficient management aof its core
business and related business through

diversificatian

Ta promote a wark culture that provides a
secure and conducive work envircnment
that recognise merit and layalty

To grow and create business employment
opportunities for the well being of the
people, state and nation
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NOTICE OF ANNUAL GENERAL MEETING

MOTCE 15 HERERY GIVEN that the Fourtteenth Annual Generol Mesating of Sowil Kinobalu 3dn B swill
be held of Le Meridien Hotel, Koto Knabolu on 28 June 2010 af 11 45am for the fallowing ourposeas:

1. To receive Ihe Audited Fnancial Stoterments of the Company and Grouwg
for e yaor anded 31 Decambear 2009 ond (he Drechors' and Auditors”
Reparts hereor

2. Ta re-glact Directors retifing In acoofoance with tha Company’'t Arlicles
af Assaciation -

a.  YAR Doluk Sed Pangima Musa Haji Armian
b, Datuk £ ¥ susialia
<. Dr Pong Tack ol
d.  Datuk Sefl Panglimo Stephen B Evans
& W George Mafid
3. T approve e payment of Dirsctore” faas
d, Tor appoin Acditors of e Company ond Sroup ond 1o outhotse Directon

tea M B resrrumnercstion,

B Ta transact any other busingss for which due rofice shioll have bean ghven.

By Oroar of the Boord,

MARY KU MEI LI
Sroup Compony Secretory

E oo Tinotaoh

I gy 35 HD

[Reschution 1]

{Fascaulion 2)
(Resoarkion 3)
|Reaschulicn 4)
|Resohton 5)
{Resoiubinn &)

(Resobution F)

[Resciution 8)
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STATEMENT ACCOMPANYING NQTICE OF ANNUAL GENERAL MEETING

. DBiractors who ore standing for re-election o the Fourteenin Annual Genefal Maeting of Sawil
KinobDalu Sgn Bhd cre:-

o, ¥ABR Datuk Serl Parglmo Musa Hagjl Arman |Resodoticn 2)
b, Datuk K sustobo |Reschution J)
o D Pang Teck Wi {Rasobution 4)
d, Daluk Sea Panglima Stepnen B Evars {Resciuticn 5)
B MrGoorse Malld {Rasodution &)

2. Detdlls of Aftendonce of Directors af Board Meatng:

Two Board of Directon Mealings were held dunng the linanciol yvear ended 31 Decambar 2009,
Attendance of the Diractor nolding ofice of the and of the financio! yaar is shown Dalow:-

Names of Directors Mo. of Mestings Attended
0. ¥YAB Daluk Ser Panglma Musa Hafl Aman Fa)
B, Dallk K Y Mustala 252
C, D Pang Teck wal 52
d. Daluk Sad Panglima Stephen B Evord 212
a. M Geoige Majid 12
i Tuan Hop Ommon wakal 22

3, Pace, gote ond fimea of Generod Mestings
One (1) General Meetng was held during Ihe year ended 31 Decernber 2009

Date Tirme Ploce

annual General Meeiing
148 Jure 2009 1130 aum Le Mardian Hotlal, Kola Kinobaia, Sabom
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BOARD OF DIRECTORS

YAB DATUK SERI PANGLIMA
MUSA HAJ AMAN
Chairman

DATUX K ¥ MUSTAFA DATUK SERI PANGLIMA

RO To STEPHEN R EVANS
Director

TUAN HAH OTHMAN WALAT
Group Manoging Direcior

DR PANG TECK WAI MR GEORGE MAJID
Direcicr Director
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CHAIRMAN'S STATEMENT

On behaif of the Baard of Direclors. | am pleased to present
the fourteertn Audited Financial Statements of Sawit Kinabalu
$dn Bhd and its subsidianes {Sawit Kinabalu Group) for the
year ended 31 December 2009,

Business environmenl

2009 was an uneveantful yeor, whereby tha glebal economy suffered the deepest slump since the
19335 as a result of the world financial crisis. To overcome s crisis, our Government intfroduced two
stimulus packages and monatary expansion, and as a resull the Malaysian econamy contracted by
-1.7% in 2029 instead of the earier prejaction of between -4.0% and -5.0%.

The economic crisis 0iso led to the fall of crude gefrcleum orice 10 as low o5 USD 34.51 per barrelin
lanuary, os the worid's demand for ait was expectad to canfract, Similariy, plentalion industry also
sow the decline in Crude Patm Qil (CPO) price.

In 2009, we also saw the decine in Fresh Frult Bunch (FFB) producticn due 1o b'olagicol stress fodowing
tumper production in 2008 coupled with the effects of adverse weather n Saizch ond Sarawok. The effects
kave reduced tre rotiongl average production of FRB from 20,18 MT10 19.2 MT or 4.9% oer heclare.

In20C7, Ine export earnings of pa!lm oil decined by 24% to RM49.4 billion from RM6S5.2 bilien in 2008 due
to lower export prices. However, the export volume expanded by 2.9% to 22.4 miticn MT m 2009 ogainst
21.8 millizn M in 2008, China rerncins e biggest importer of poim il followeo by the European Unicn,
Pakisian, india, USA, Egypt and Lkroine.

The Mclaysian Paim Oif Board [MPOB) stoted that the palm cil stock closed ot 2,24 milicn MT, hgher
by 12.2% compored fo 2.0 milion MT in 20C8. The avercge CFO price declined by 19.2%% 1o RM2,244,50
rer MIn 2009 compored with RM2,777.50 per MT in Z008. The highest maninly overage CPQO price
recorded during the year was in May at BM2,743.50 whilst the lowest wos in Januory at RMi1,842.00.

Financlal highlights

Sawil Kinabalu Group recorded arevenue of RM1.0 billon with a profit alter tox [PAT) of RME2.9 million
in 2009 from RMI170.9 milicn in 2008, The cantraction in prefit wos mainly due to the lower average
prices of CPO and Polm Kemel [PK) realised in 2007 of RM2.145 cer MT ond RM1,0146 per MT respeclively
{2008: avercged CPQ price was RM2.845 ong Paim Kernel (PK) price was RM1.551 per MT),

Sustainabte grawth inlilalives

The Group is persistanily exploring new growth opportunities whilst constantly improving its finencioi
and operational perlormance. We farget to expand owr lond boank from 76,000 hectares to 100.000
hectores, We have also replanted 26,243 haeclores of aging pelm since 2CC0. and by 2013, the
replanting would be maintzined at a rate of 3% - 4% of the tctoi planted crec per yeor,
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Corparate Saclal Respansibility

Thie Group hos sef aside 1.150 heclares aleng the Kinakatongan River for the purpose of conservation.
This i a showcase for the industny whereby cil palms ond onimois can co-exist. Qur cim is 1o opercte in
an eccrnomicolly, socially and envronmentaiy sustairable manrer.

We ore olso locking infe woys fo promoete green activities ond o reduce our ecolegical feolprint by
infegrating sockal invesiment, envrcnmental concemn ond economic deve'opment nto cur mancgement
and business decisons.

Qur communilles

We are commilted ta the communities we oparate in. Qur operations provide job opportunities.
steody ivelinood and income gereration fa the local people. With the focus on eradication of povery.
the Groun jpintly with the State Government hos developed 4,855 kectores of lond inte ol calim
plantation winereby pan of the profit earned is distributed to the Slete Government for the beneflit of
the hord core poor.

Prospects

The wodd economy is expected forebound. but the recovery wil be fragile. The Malaysian economy
is expected to record o modes! growth in 2010 dnven by prudent liscal oend monetary policies
suopored oy private investrment and consumption.

The ocullcok for ihe oil poim indusiry is expected to be bullsh os calm cil is the maost versotile ond
preductive ol Wilh Ihe adverse pubicity on transfatty acids., we see 1he increase in demand for
palm oll i the United States.

Acknowledgement

On benall of the Beard, | wish to record my most sincere gratilude to the monogement and staff of
Sawit Kinakbaiu Grouo for their deveticn, commilment arnd confnbution in taking the Group t¢ ©
sustoinoble level of achievement and success armicis! the Jumultuous envirorment.

I would atid like 1o extend my grafilude ta cur sharehelders, associates, governmiznt outharities end o!
olber stokehockders lor fheir suppart ond guidance that ore so essential for the fulure growih of the Group.

/ o
YAB DATUK SERI PANGLIMA MUSA HAH AMAN
Choirman
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GROUP MANAGING DIRECTOR'S
STATEMENT

Core Business Review

The year 2009 had indeed been a very challenging and
uneventfu! year. Commodity prices remained depressed
and further aggravated by ihe shorttallin the production of
Fresh Fruit Bunch (FFB). Al the samg lime, prices of inputs,
especially ferlifzer continued to climb up. Skiled ploniation
workers became scarce amid sfiff competition from ofhar
plantalions in Malaysia as wel as Indonesia,

Fer ihe firancial year under review, Sawil Kinatalu Group's toic! plaonted hectarage was 44,940 hecicres
in Saban, of which 51,798 wos fully matured and 1he baiance ¢f 13.142 hectlares was immature, Due
to adverse weatrer cenditions and bialogical seasoral veriation, the yield al 18.10 MT per heciare in
2009 was 1.79 tons or 9% down fram 2008 af 19.48 MT ger neclare.

The Greup has processed a fcloi of 1,251,333.58 MT of FFB and the mills annual average Cil Extraction
Rate (CER) stoad af 20.84%. The camespondirg Kameal Extraction Rate (XER) was 4.24% for the Group.

Environmental Inlilalives

The future direction of the Group includes fuming waste into weallh' initalives and we are cumerily
construcling a biogas plant in one of cur mills in lawau. The abjeciive of naving this plant is 1o reduce
the consumption of fossil fuel for electricity generoticn os well os 1o reduce the releose of methane
qos te the atmospherne,

We haove alsa started our operatlion cf B'omass Steam Generating Piant in Kunak Refinery end with
the plant in operation, it is expected that the stecm producticn cost and cansumplion of fossl fuel
be reduced.

The Greup has emboerked on comrposling plent in Langkon M7 ard Ihs yeor alreody stoded ils groduction,

Research & Development

Preliminary screening on the resistance of Sawil Kinabalu planting materials te Ganoderma disease
and wilh Lniversiti Molaysia Sabah {UMS) wos canducled. The lindings indicoted that AVROS was
mere rastiant than Uiu Rermis and EKOMA, to [his aevastaling diseosa.

The role of Chitosan fo promote the accumulation of various acids in phenolic group in fighting
Gancderma was confrmed by UMS in the same study. In Ganederma resecrch, encouraging resulls
were obtained from 1he application of the indigencus Trichodaermae BSSB 1 to the newly Ganoderma
nfecled palms in the arsa of Tawau, with araund 69% of these paims recovered fram the disease
within tive monihs alter Ireciment.

The supolementary weevil release in areas wilh fruil set problems in Beaulon, Sandakan and Koto
Morudu continued. An improvermant in fruit sel from 54% without weevil supplement to around 68%
wilh weevil supplemen) wos achieved this year, This was evident in 1erms of scme improvemen! in
bunch wiaight.

Expenmants ta tackle the fadilizer appiication probiems faced oy astoles with high rainfoell were loid
down. The types of ferdiizer ond applicalion melhods are being examined. Study on other 'abour
soving measures in past and wead conirol is clio on going.



Seed Production

In ol palm breeding, six new mals were laid dawn, These inchude the crassing of Ded Dura
wilh Migardan Dura to expand Ihe gerelic base of its mather palms ond the selaction
ol new generatian of pisifero fram Sabah Bresding Progromme [SBP).

This year Sowit Kinnbalu Seed Preduction Unit soid nore than 5.8 mi ion ¢ palm seeds.
which is on increa:a of $3% over Ihe last year scle's figure, Atcut 846.2% were sold 1o
relantations cuiside the Group and 1o Sarawak.

Clonol Materlal

This year, Sewit Kinctolu 8iotechnalogy Loboralory planted ils fist baich of commercicl
clonal matenas in the Group's estate, Sg. Bolung. These materiols wil be closely
observed for ils performance, Extensive seleclion programme for gaod ortet source
s confinuing in the high yielding blocks of the Group's estales. This is tc supplement
the existing ortet sources frem Tawau Seed Garden o supped the sxpanded labaoroicry
capacctty af 200, 000 ramets per annum, This Labaratery hasiniticled the use of iguid
suspension cuiture tecrhnigue to expedile the multiplicalion of embryogenic callus
and ramet production.

Cenhal Laboratory

Cnce again, | am pleased to anncunce that Our Cenlral Laberotory was aworded
wilh IKM Labcratery Silver Award 1Rs year. This awerd by Inslitut Kimia Malays'a (IKM)
isin recogniticn af cur Central Lobaratery significant achievement in maintaining the
Laboratory Excelence Award for 1he ten conseculive years,

Some lakoratery extension waerk for its scit 'aboratory is on-going. This is to cater fer the
ncreased demand of soil analysis service fram the industry in response to the recent
ncrense in ferilizer price.

Integrated Cate Farming

Since its inception Sawit Kinabalu Farm Praducts Sdn Bhd continued ils effort to
mprove the catlle-cil paim integration to achieve oplimum popualaion of catlle on
avoilable and suitable grazing area and cast efficiency. To date, the number has
reached 7.801 heads spread aver a grazing crea of mere than 20,000 hectores of o
rolm olaniation in 13 estates throughout Sabah.

Markeling of ive catlle on a small scele has been on going coinciding with seascnal
demand eipeacialy during feslive seascns. Saws! Kinabclu Form Products has alse
supplied slud buls ta the Department of Veterinary Services and Animal Industry
{DOVSAI. Full commercialisation of the downstream cottle business is expected 1o
commenca upon selting up cf an il paim frond {OPF) based animal feed plent in
tandern with deveiopment of a feedict system. Wilh these, Ihe production capacity
wil be increased 1o 10,000 heads and in turn achieving a sustainable and viable
populotion,

Wilh the cantinued support from reievant stakehalders namely the government and
State agricullurcl agencias, Sowil Kinooaolu is opfimistic insealising the potential and
viatiity of the caottle business for domestic market ond minimising aver reliance on
impor by the State, As a whole Sawil Kinobau Group is well poised lo became a
lecding dameslic beef preducer through its cattle integration business medel and to
olso contribute 1o the government's alfor ta further develop tha ogrcullurol industry
especially in ruminont industry such s livesiock for beef preduclion,

Jysia)
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Palm Gl Indusirial Cluster (PCIC) In Sandakan

As ¢ successful government owned cerperation in palm ol busiress. Sawit Kinaoclu
has been given the trust la spearhead aralher icanic project for the development
of the industrial land knawn as palm ail industrigi cluster or POIC in Sandekan, Sabah.

For the Graup. the projec! s regarded os an cppartunity to diversily ifs busingss in
downstream aciwities. Commercially marketed as Sawit POIC, a total area of 2,8C0
acres of land is being developed in two phases. Sawit POIC will be a well planned
and dedicated indusirial pork for oil of palm related activities.

This project is a sirategic initiative of the Slale gaovernment te further bogst the all
oa'm indusiry in Sabah by crecting investment oppertunities in downstream activities
supported by medern and complele infrastructures whereby investcrs wil enjoy the
economic advaniage of invailing in Sawit POIC.

Already known as the galeway ta East Malaysin, Sandcakan s giso undergoing
unprecedenied develogment with the implementalion of other impertont project
namely, the Educaticn Hub, upgrading of ifs airport, road netwaork fer batter access
along wilh the upgrading of Sandakan harbour making Sandakan a major marne hub.

Allthese wil not anly make Sawit POIC anideal invesimen! localicn but olso Sandckan
as a city and region will ecome a desred destination for businzis and leisure.

For 2009. the comrpleled site of 1010 acres for Phase 1 has given wey for commancermant
of infrastructure woerks. Being a government syoperied praject, Phase | 5 sat to
complete by year 2011. Funded beth by the $late and Federal government, olher
basic infrostructures cre expected la be compeleted in tandem with the internal
development of Phase 1.

Pre-markeling programme hos resulled in lurng potential invesions to seriously
cansider Sawil POIC o5 an alraclive oplion, The recent succassiul signing of o Saie &
Purchase with ¢ local corponation s Q strong fastimany of the etiroctivenass of Sawit POIC.

Sowit PCIC 5 being ceveloped and managed by our wholly owned subsidiary company.
Sondokan Rukers Sdn Bhd.
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Meonwhile, our morketing and soles team hos started promoting Sowit POIC both to
!ocal and international investcrs through varous means such as particiocting in
varicus conferences, seminars and exhibitions. Throughout this year, Sawil POIC hos
received numeraus inguires from 'ecal and infernalional patential invesiors.

Human Resources

The Group continues to focus on its humon capital strengih, competiliveness,
efficiency ond productivity. Key areos such os information lechnology and
mechanisction will help tc address cur operational elficiency arnd emphasize on
yield maxm=ation and imorovement an OER will erable the orofit to be enhanced
cn a sustainable baosis.

Human Resource and Corgorate Communication Division with the co lakoration of
Towers Watson [fcrmerly known as Watson Wyott) emoorked on a major initialive to
review the Group's Visian, Mission, Corporate Plan and Struclure os well os Bolanceo
Scorecard for the ceriod of 2010 to 2015,

The objective of this initiafive is to befter pasition the Group in meeting ihe increasing
demands ard challenges of the ¢l palm ond olher related biusiness. This is Qia in
respanse 10 both the Faderal as wel as 1he State Govaernment's call 1o embrace 1he
kKey Resull Areos (KRAs) and Key Performoence Indicators [KPIs] concept in work
syslem and processes to drive perlermance for the next five yeors and beyand.

One of the aclivities involved in supporting tne Group's Irensfecmation iniliatives is
revisiling the Group's Perfermance Management System (PAAS), which includes the
followings :-

. Translating the Group's Vision and Mission inta clear goatls

. Aliggrment of New Business Direction and Organisational Gogls

. Lirking Employee Performarce to Rewards and Career Develepment
. Inculcating a Perfoarmonce Criven Cultute

With the complaticn of the initiative towards the end of 2609, it marked Q new
chopter far Ine Group to tecome the premier Sabah-based ol palm preducer end
propaerty developer by creating sustainoble voive from oll palm and property
reloted business.

This will b2 well supported by the wark culture that embcodies values ol integrily.
professionatizm, synergy and accountability as well os caring ard responsible that
will help 1G draw an ifs strength 1G pvercome weaknesses and turning threats into
opportunifies.

Looking farword. the Craup’s Human Rescurce and Corporate Commupication
Divisicn will stive to provide commilted suppart towards further impravernants of
work process and auality as wel os efficiency.

Among other initiatives in the pipefire wil include establishing the competency
standards, employee engagemant and succession planning as well as continuos
emphosis on performance-driven and selt-development culture,

-

CONDOMIED M)
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The Group's poiicy is to achieve best praclice of business integrity in al its oclivities. This includas o
cormeritmen! 1o fe low good corperate govemnance in ing wilh Maiays'on Cede ¢n Comorote Govarnanas,
The principles of code ore divided into four seclions:-

Seclion 1: Directars

Seclion 2: Drectors’ Remuneration
Seclion 3: Shoreho.ders

Seclion 4: Accountability and Audit

The practices of the Corporote Governance opplied are set out as follows:-

SECTICON 1: DIRECTORS

The Booard assumes respponsibilily for leoading ond confrolling the Group fowords reclising leng term
shareholders” volues,

Composition of the Board

Tre Boord of Cireclors comprisas of six {6) Directors of whom five (5) cre non executive. The composition
al the Board reflecis ine brood ranoe of expenence, skils and knowiedge necessary for Ine affective
stewardship of the Graup. As and winen the cenilict of inlerest arises, it is @ mondatery praciice for
the Directors cancernad fo declare thair interests and cbstain fram the aacision making process.

Supply of Information

The members of the Board in 1heir individual copacity have access 1o complete informaotion an
limely basis in dhe form and Gquality necessory lor the dischorge of Iner guiies and responsitiifies.
Besides airect access lo management stoll, external professionol odvisers ore alsa made available
fo render fher independent views ond advice 'o ihe Beord.

Re-etecton
Alt direclors except the managing drector cre required ta submit for re-electicn on a yearly basis,

The Board Commitiee

The Beard may torm cemmittess delegated with soecific outhority and which cperale under opproved
terms of reference or guidelines, whenever requirad, Ia assist it in cischorging ils dutics.

SECTION 2: DIRECTORS' REMUMERATION

Remuneration Policy and Procedure

Crectors do not porticipaie in decision regording their own remunergfion. Dreclor’s fees and ermaoluments
are andorsed by The Board for approval by sharehoiders of the Company at Annual General Maealings.

SECTION 3: SHAREHOLDERS

The Annual General Meeting s the princical forum far dialague with the shareholders in which the
shareholders may ask questians in relation ta the Graup’s business and affairs. The Chainman and the
Board members are in ottendance lo provide explanalions to all shareholders’ queries.
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SECTION 4: ACCOUNTABILITY AMD AUDIT

Financial Reporting

The Becrd i responsible for enzuwing that the acceounting recards of the Groua are propery keet. The
Boord aiso dizcusses and reviews the recommendctions procgsed by the Audit Committee pricr 1o
the adoplicn of the finoncial statements of the Group and af the Company.

Intemal Controls

The Board has overall respansizdty for maintaining a sound system cf imemal confrels which encompases
financial, oparationcl and complianca. conlrals and risk managerment necessary far the Graup 1o
achigve s abjectives wilthin an acceptables sk profile. These controls con only pravide reasanable
but nat absolute assurance against malerial missiaternent, loss or froud.

Relotlonship with the Auditars

The Board hos established o formal and transparent relalanship with the ouditors, The Audit Commities
recommends the appointment of 1he exlernol auditers and ther remuneration, The appeintment af
Ihe external auditers is subject ta the appraval of the shareholders in gereral meaeling whilst their
remuneraticn is determired by the Beard.

STATEMENT OF DIRECTORS' RESPONSIBILITY IN RELATION TO FINANCIAL STATEMENT

The Dreclars are satislied Ihat for the finoncial yeor ended 31 Decembker 2009, the linancial statemen's
give ¢ Irug and foir viaw of the state of affoirs of Ihe Groue ard of 1he Compaony and the resulls ond
cosh llow of the Group and af the Company. In the precoration of the linanciol slatements, the
Group hos usad ond oppiad, on ¢ cansisient bass, the oporapriote cccounting policies and practices
under 1he ooplicable approved occounting standaords,
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As at the date of 1his Annual Repcert, the compasition af the Audit Committee is os follows:

MEMB

ERS

Datuk K ¥ Mustafa

Cha'rm

an ard Nan - Execulive Creclor

Dr Pang Teck Wai

Non - E

xaculive Director

Datuk Serl Pangiima Stephen R Evans
Non - Executive Direclor

Tuan Haji Clhman Walat
Group Managing Directoer

Haliden Abdul Rahman
Secretary (Internal Audit Mancger)

Auvtharity
The Audit Commiltee is quinorised by the Board to review ard investigate any matter wilhin its Terms

ol Refe
manocg

TERMS

rence, Tre Commiliee = auilherised to seek any informalion it requires from any directar or
ement staff in the aischarge of its duties, including seeking exlernal professional advise.

CiF REFERENCE
To consider 1he apgoinimen! of external auditors and the gudi! lee;
To review ihe external aquditers' management lelter and moncgement's response thereto;

Ta establish the inlernal audit function:
- revierw internal cudit pregrammes
- grsure co-ordinction of externol audit with inlerna! audit

Censider the mojer findings of inferrncl oudit investigations and moragement’s response, and
ensure Inat acpreopricte actions are foken ¢n the recommenrdations;

Toreview the effectiveness of internal controt system:;

To review any related perly transactions that may orise within the Croup:

To review the acccunting pelicies adented and aony changes 'in accounting principle or practces:
To raview fincncial statements prior to them keing submitted fa the Board;

Ofther functions as maoy be agreed by the Audit Commiftee and the Board of Drectors

MEETING

The Aucit Committee met twice during the financial year under review,
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ACTIVITIES

During 1ha financial yeor, the Audit commiltee met to review the fingncial stolemenis of the Campany
and ils subsidiaries. The Audil Commities has mat wilh the exlernal ouditers and monagement af the
vaniaus issues and internal cantrol weaknesse: fighlighted by external auditar in the management
repart ta the Baard. The Audit cammillee cancurently reviewed and endorsed the internal cudit
cregramme af the Group and deliberated on the infernal auditors' findings and recammendaolions.

The audit commiltee dischorged its duties and respositililies in accerdarce with its Terms of Reference.

INTERMAL AUDIT FUNCTION

The internal audit team performed ils duties In accordonce with its annuai aucit plan covering
management gperatians ond system oudil of various subsidiories. The audit teom also plaved o role
in faciliiating operoting companies in assessing g principal business rsks end plons of cclians to
address the risks,

STATEMENT OF INTERNAL CONTROL

The Boord has overall resporsibilily for the Group's system of interral contrel and for reviewing its
effectiveness whils! the role of management is to implement the Bacord's policies on risk and conirol.
Due to Imilotions that are inherent in any system of internal control, the system is desianed fo
marcge, rather than eliminates the risk of loiluee in ochieving the Group's business objeclives, Interno!
control con only pravide reasonoble and not absalute assurance against material emor, misstatement,
loss or breach of set regulotion,

The Board contirms that ke is @ corlinuous process for identifying, evaluating ond managing the
signilicant risk faced by the Group, which has been in piace for the financial year uncer review and
up to date of approval of the annual repert and financial stotemenits,

1. Tre Group's risk managernent principles ond proceduwes are clearly documented. The Group's
management operoles a risk management process that idantifies 1ne key nisk by ine of business
and key tunclion aclivifies,

2. There is comprehensive budgeting and forecasting system thal is gaverned by palicias and
guidetines of e Graup. The finzncial resulls af the ines business are repcrted monthly in the
managamean! inanciol reporls wherg variarices are analysed against budget and acied on in
a fimely monner. Farecas! are revised on a hail yearly basis, taking into account significcnt
busirgss risks,

3. The Group's Internal Audit Cepartment. reporting to the Audit Committee, performs regulor
reviews of business pracesses and ossess the effectivenass of interncl confrols and highlight
signilicant risks facing the Groug. The Audit Committee conducts annual reviews anid the
adequacy of internal conirel department's scape of work and rescurces.

4. The Audil Committee, an behalf of the Boord, regutarly reviews ond nold discussions with
monagement on the action kaken on internal contral sswas identitied in reports prepared Dy
the intermal audit department, tha externcl auditors Gnd 1he manragement.

5. There s a cleariy defined framework far invesiment, ooproisal covering the acguisition ar
disposal of any business, acceptance of projects, application of capital expendiiure and
approvel of bomowings. Post implementation reviews are cornducted aond reported to the Board.

6. Palicies ard standard aperating pracedures manuals are set to all emplayees selting aut Ine
Graup's reporting hierarchy and pracedures,

21
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DIRECTORS' REPORT

The directors of Sawit Kinobalu Sdrn Bhd have pleasure in submifling their recort and the cudiled
fircncial statements of Ire Group ard of iIhe Company for the finarciat year ended December 31, 2009,

FRIMCIPAL ACTIVITIES

Tne Campany is principally invoived in investment holding. The principal aclivities of 1he subsidiary
campanies are as disclased in Note 11 to Ine Financial Statements.

During the financicl year, two sydsidicny companias involving in the production and sales of poim al
secds and polm ¢l praduces temporanly ceased operolions.

Other than as stated above. there have been no significan! changes in the nalure of the principal
activities of the Company and ifs subsidiary companies during the financial year.

RESULTS OF OPERATIONS

The resulls of aperatians of the Groug and of the Company for the financial yeor cre os follows!

THE GROUP THE COMPANY

(RM) (RM)

Profit before hax 76,056,512 218,837

Income lax expenie [18.174,448) (19.341]

Prolit after tax 57,862,064 199.49%
Minority interests {9.926.480)

Net prolit lor the yeor 51,955,584 199,496

In the opinion of the direciars, the results of operations of the Group and of the Company during the
linancial vaar have nat been subsiantiaily affecied by any item, fransoction ar event of a material
and unusual nalure.

DiVIDENDS

Na dividend nos been paid or declared by the Campany since the end of the previaus linancial year.
The directors olso do not recommend ony dividend payment in respect of the cumrent financiol vear.

RESERVES AND PROVISIONS

There were ne matenal tfransfers ta ¢r fram reserves cr provisions during the financial year ather than
those disclosed in ihe financial statements.

ISSUES OF SHARES AND DEBEMTURES

The Company nas nat issued any rnew shores or depeaniuras during the financiol year.
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SHARE OPTIONS

No options have been granted by the Compony to ony panies during Ire financicl year ta toke up
unissued shares of the Company.

Mo shares hove been issued during the finoncicl year by virlue of the exercise of ony option to take
up unissued shores of the Company. As of the end af the finrancial year, there were no unissued
sharas of the Company under options.

OTHER FINANCIAL INFORMATION

Before the income slalements and the balonce sheets of the Group and of the Compony were
mecde oul, the directors tock reosonable steps:

c. to ascertain ihot proper action nad teen taken In relalion 1a 1he writing off of bad debis end
the making of cllawance for doubtful debis and hod satisfied themselves that all known oad
debts had been written off and that adequate ollowance hod ceen made far doubtiul
debls; and

b. ta ensure thal any cumrent assets which were unfikely Yo realse fneir cock values in the ordinary
ccursa of business had teen wrilten down 10 their estimated realisabie volues.

At the date cf this regcrt, 1he directors are nat aware af any circumstances:

C. which would render the amount written aff os bod debts or the amount of cllowonce far
doubtful debts in the finoncial statements of the Graup and of the Company inradequate to
any substanticl extent; ar

b. which would render the values aftribuled to curent ossels in the financiol statemanis of the
Group and of the Company rmisleading: or

C. whicin have orisen which render adherence tc the existing methnod of valualian of assels ar
ighilities of the Graup and af the Company misleading cr inappropriate; or

d. natl atherwise dealt wilh in this repen ¢r finarcioi statements wnich would rander any armount
stated in the financiai statements af the Group and of the Campany misleading.

At the date af this repcrt, there does nat exist:

Q. any charge an the assels af tne Graup and af the Campany which has arsen since the snd
of the fingncial year which secures the liakiiity of any olher persan; or

b. any cantingent liobilily of the Greup cnd of the Cempany which has arisen since the end of
the fincncial year.

Na canlingent ar other fiotilily has become enfarceatle, ar is ikely o beceme enfarceable wilhin
lhe pericd of twelve manihs after the end af the lnancial year which, in the gpinicn of the directors,
will or may suostanliolly aflect the ability of the Graup and of tnre Company to meet the'r abligalions
as and when they fail due.

In the apirion of the direciors, no item, fransaclion or event af a materiol end unusual natyure has
arizen in the interval between the end af the financial year and the date af this repart which is likely
o affect substantially the resulls of cperations al the Group ard of ihe Campany for the succeeading
financial year,
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DIRECTCORS

The fcllowing drectors served cn the Board of the Company since the date of the last report:
= YAB Datuk Serl Panglima Musa Haji Aman » Tuan Hall Othman Walat

= Daluk K Y Mustala = Dr Pang Teck Wal

= Daluk Seri Panglima Stephen R Evans *  Mr Gearge Malid

In accardarce wilh Arficle 21 A of the Company’s Articles al Assaciation. YaB Datuk Seri Pargime
Musa Haji aman, Daluk K Y Musiala, Datuk Sert Panglima Stephen R Evans. Dr Pang Teck Wai and
Mr George Majid shail refre from affice af the forthcoming Annual Generai Meeling and, being
eligitle, offer themselves for ra-alactian,

In cccerdance with Arliclia 946 af he Company's Articles of Asscciclion. the Managing Cireclor of the
Company. Encik Othman Bin Walat is not subject to retrement by rototion.

DIRECTORS' IMTERESTS

None of the directors in offica at ihe end of the year hald shares or had any beneficial interest in the
shares of the Company or ils relaled comeanies during the finarcial yeer.

DIRECTORS' BENEFITS

Since the end of the previcus financiol yeor, none af ine directors of the Company has received cr
ecome entitied fo receive any Lenefit (olher than the Benelit included in the cggregate amount
af remunerations received or due ond receivabkie by arectors os disclosed in the finoncial statemenis
ar the fixed salory of a full-ime employee of 1he Comazany) by reoson of @ contract made by the
Company or o refated corporation with the diracior or with a firm of which the cirecteris a memker,
arwith a compaony in which the direclor hos o substantial finarcial interest.

During ond of the end of the firanciol year, ng orangaement suldsisted to which the Ceompany was o
perly whareby directors of fne Company might acquire benelils by meons of the ccguisilian of
shores in, or debentures of, the Company cr ony olker bedy cerporate.

HCLOIMG ENTITY

The Company is whally owned by the Chief Minister, Stale af Sabah. a tody constituted under the
Chief Minisier (Incorperated) Crdinarce, 1949,

AUDITGRS
The auditars, Messs. Celoitte Kassm Chan, have indicated their willinaness 1o continue in office.
Sigred on behalf of the Beard in accotdance with @ resalution of lhe Direciors,

24

.

SN
NP S
K Y MUSTAFA OTHMAN BIN WALAT

Kodo Kmaoaiu



......

ann Gl. repo r’r “2009

EANTT EIRq AR

o AN

REPORT OM THE FINANCIAL STATEMENTS

We hove cudited the finoncial statements af Sawil Kinabalu $dn Bhd, which comprise the balonce
sheets of the Group ond of the Campany as of December 31, 2009, and the incame statemeanis,
statements of changes in equity ard cash flow statlements of the Group and of the Compony or the
year then ended, and o surmmory of significan! accounling policies and other explanatory notes, as
set out on poges 7 to 41,

DIRECTORS" RESPOMSIBILITY FOR THE FINANCIAL STATEMENTS

The directors of e Company are responsible for the preporation and fair presentalian of {hese
liranciol statements in gecordanca with the Privote Entity Reporting Standards and the Companies
Act, 1965 in Malaysia. This responsitiity includes: designing, implemeanting end maintaining intemnai
contral relevont to the pregaration and fair preseniation of linancial statements that are fres from
rmatenal missiatemeant, whetner due 1o froud or emor; selecting and cpplying opprognole accounting
polbcies: ond making occounling estimotes that are reosonatils in the circumstances.

AUDITORS' RESPOMSIBILITY

Cur responsitility is 10 express on opinion on these financiol statements Cosed on ocur qudit ond 1o
report our opinion 10 you, as o body, in accordance wilh Sectian 174 of the Companies Act, 1285 in
Molaysia and for no other purppse. We do nol assume responiiizilily towards any cther person for the
contents of this repcrt.

We conducted our audit in accordance with appraved standards on auditing in Malaysia. Those
standards require That we comply with e@liical requiremenis and plan and perferm the audil 1o
obtain reasanable assurance whetiner the financicl statements are free from material misstatemeant.

An audit invizives performing procedures 1o oblain gudit evidence about the amaounts and disclosures
n the financicl statements, The prececures selecled depend on the audiiors' judgement, including
the gszessment of the risks of materiol misstatermeant of the financial stalemeants, whether due to fraud
or eror. In making those risk assassments, iha auditors corsider internal conirol relevant to the entity’s
preparalion and fair presentation af the financiol statements in osder 1o design audit procedures that
are appraprigte in the circumstances, but not for the purpose of expressing an opinian on the
effectivaness of the enlily'sinternail caniral, An audit also includes eveiuating 1he angragriateness of
accounting pelicies vused and the reasonatdenass of accounting estimales made by the directors. os
wel o5 evoiuoting the overaill preseniation of the financial statements.

wWe believe that the audit evidence that we nave obtained is sufficient and appropriate to crovide
a basis far our audit opinion.

QFINION

In our opiricn, the finandcial statements have been propery drawn up in accordance with the Private
Entity Reporting Standards and the Companigs Act, 1945 in Malaysia so os ta give a rue andg foir view
al the financial position of the Group and of the Company as of Cecember 31, 2009 and of their
finaoncial gerfermance and cosh fiows for Ine year then ended.

Ty
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REFORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

In accordance with {he regurements of the Companies Act, 1965 in Malaysia, we clso report thot:

a.

in aur opinion, the accounting ard otherrecerds and the registers required by the Actto be
kept by the Campany and its subs'diary compantes have been properly kept in accordance
with the provisions of the Act:

we gre sotisfied that the accounts of the subsidiary companies that have been cansolidated
with the financial statements af the Company are in form and content gpprapriate and
proper for the purposes of the preparatian of the financial staterments of the Group, and we
have received satisfactory nformation and exglanactions as reguired by us [or these pumoses: and

tha auditars' report on the accounts of the subsidiary companies were not subjact ta any
quoification and did not include any corrment made under sub-section (3) of Section 174 of
The Act,

Delowe ke bntlion. h’n’)

p——
DELOITTE KASSIMCHAN TEO CHEW HIONG
AF 0080 Partner - 2451/04/11{J/PH)

Chortered Accountont

Chartered Acccountont
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FOR THE YEAR ENDED DECEMBER 31, 2009

A TS

THE GROUP THE COMPANY
Note 2009 2008 2009 2008
(RM) (RM) {RMm) (RM)
Revenue 4 1.003,251.714 1,377.304,526 - 55.784
Other operoting inceme 5 17.218.994 22,809,636 1392.523 155.64%
Chonges i imvertories of finshed goods (5.046,243) (35,109,300}
Changes in livestocks (169.390) 1,651.917
Livestocks written off {610,359 [507.848) -
Inventcries wrillen down [2.141.200) {3.434.601) -
Raw rmaterial, hatvesting & procassng
coils. gurchose of catta stocks,
direct iobour, corsumobiles used &
olhar overheods [787.626,528) (954,440.847)
Disiricution cosls {66.459,234) [104.738,955) -
S1alf costs 5 {24.261.219) (22.053.353)
Cepreciation of property, plant
& eguigrmean 8 {40.412,475) [39.531,344) -
Other operoling expenses 5 {22.779.820) [35,228,223) 56,852 {232,820)
Profilf{Loss) from operations 70944222 204,723,587 196,375 {21.367)
Othar interest income 5 4,474,997 32.384.977 22,462 31.635
Anonce cosls ] {426,932) [434.188)
Shere of prefits of
associoled companias 1.084,225 4,091,932 -
Profit before tax 76,056,512 240,766,308 218,837 10,268
Income 1ax excense 7 {18.174.448) {69.902.968) (19.341) {67.990)
Profit/{Loss) after tax 57,882,064 170,863,340 199,424 {57,722)
Minority interests [5.926.480) {12,555.753)
Net profit/(loss) for the year 51,955,584 158,307,587 199,494 {57,722)
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THE GROUP THE COMPANY
Nole 2009 2008 2009 2008
(RM) (Rw) (RM) (RM)

ASSETS
Property. plant & equipment 8 P19.739.844 911,887,728 3 3
Livestacks ? 10,324,807 10.634.809
Infangible asset 10 500,000 200,000 - -
Investment in subsidiary companies 1 2 2
Investment in associgled companies 12 5.419.241 4.255,020
Other investmentis 13 43,752,359 36,162,670 31.907.848 3.928.597
Investment in plantaiion development 14 6,694,102 6.694,102 -
Amount owling by subsldiory company 15 531.305.811 53130581
Deferred lax assels 16 839.658 247.03% -
Cument Assefs
Liveslocks g 4.195.057 4,054 444 -
I ok 17 132,1€2,779 139.179.954
Projec! developrment cosls 18 24,110,050 57.515,433 -
Trade receivables 19 72.038.288 103.041.628 -
Arncunt owing by subsiciory compareas 15 737,947 5C8 737,947,030
Ammount owing by cisocioled compoarees 15 462.891.245 68,651,326 -
Criries TECEhabbas & preDord asperses 9 &0,147.448 52,657,384 4,632 16,610
Cash & bane balkances 20 231.979.920 174,245,232 1.043.737 1.025.861
Total Curent Assets 657.462.867 &01,345,401 738.995.877 738.939.501
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THE GROUP THE COMPANY
Note 2009 2008 2009 2008
{RA) (RM) {RM) (RM)

Cuirent Liabililes
Trads paycbies 21 27,659,992 14,904,784
Oiher porynbies & Oocrund Expersss 21 90.938.412 87,470,134 71.517 286180
Armnicaant owirgs by subskciany company 15 - 248,567 248,547
Bomowings (cumeni] 22 701,244 474,273
Tax herbilities 1,157,943 a838.185 2.259 1,445
Talal Cumant Liakifties 120,457,591 103.839.378 322,343 534,192
Nel Cument Assels 537.005.276 497,504,023 738,673,534 738,453,309
Long-term & Delered Liabliifes
Borowings [mon-curant) 72 57867 652 4,458.894 - -
Siate Gorvernmient loon 23 5%9.843,748 59.843.748 59.843.748 59.843.748
Calerad tax liahiities 14 10,431,199 11,254,123 - -
Totol Long-lerm & Delamed Liobdilias [74.042,599) |77 588767) [59.843.748) {59.843.748)
Minorily Inferests {76.120,40%) {70,193.929)
Net Assels 1,372.082.279 1,320.124.695 1.214.043.470 1.213.843.974
Represented by:
Iszued capital 24 549 000,000 549 000,000 549,000,000 549,000,000
Unapgrordiated prali 25 823.082 279 771,126,695 665.043.470 6464.843.974
Shareholder'y Equity 1.372.032,27% 1,320.126.695 1.214,043,470 1,213.843.974
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Issued  Distibutable Reserve Sharehalder's
Capital  -Unapprapriated Praff Equity
(RM) (M) (RM)
THE GROUP:
Balance as of Janvary 1, 2008 5345.000.000 626.137.967 11759137967
Net profit for the yea - 150.307.587 158.307.587
Dilution origing from edditional shares
smuad by wbsidiary componies {13.318.859) {13,318,857%)
Baionce as of December 31, 2008 549,000.000 771,126,495 1.320.126,695
Net profit icr the year 51.955.584 51.955.584
Balonce as of December 31, 2009 549.000.000 823.082 279 1.372.082.279
THE COMPANY:
Balence as ol Januery 1, 2008 549.000,000 £44.901.694 1.213901,6%6
Net loss for the yeor {57.722) [57.722)
Baolonce as of December 31, 2008 549,000,000 644,843,974 1.213,843.974
Net orolit for the yeor 199.494 199.496
Balence as of December 31, 2009 549.000.000 645,043,470 1.214.043.470
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FOR THE YEA { 31. 2009
THE GROUP THE COMPANY
2009 2008 2009 2008
(RM) (M) {RM) (RM)

CASH FLOWS FROM/
{USED IN) OPERATING ACTIVITIES
Profit cefcre tax 76,055,512 240766308 218,837 10.268
Adjusiments lor

Interes! InCome [4.474.997) {32.384,977) {22.462) {31,635)

- Damiraubion in valee of ofher investment [2.584.352) 1.451.277

= Drzuiatiul detols {42.597] 62,427 -
Cividend income (1,574.049) (2.308.0:54] - {55,784)
Gain on disposol of:

- Froparty, plant & eguipment [B21.095} (5.181,684)

- Other investments [226.213) {293.411]
Gain arsing frem reproduced
breader ivesioCks {735,473} {507.475)
Incemea from alher investieand [104.478) | 1040,880) [79.523) [95.667)
Share of profils of asocoled companies {1.084.225) [4.071,932) -
Depreciation of propery. plant & eguioment 40.412.475 39,531,344
Boa dets wiitlen qlf 2.375.835 /.096
Invenlosas writen down 2,161,200 3,434,601
Finonce cosfs 1.492.917 434,188
Inventcries wrilien off 737,600 44,554 -
Livestocks wiitten off 610,359 597,848 -
Agiusimrant of propedy, plan! & equipment F9.244 6.181 -
Property, plant & egquipment wrillen ol 31,047 540
Urrecied loss on {omgign exchonge 2.141.081
Cperabing Prolil/[Loss) Belore
wiyrking Capital Changes 112,225,550 243.520.848 114,852 (172820}
| InCreaie) | Decradia in;

Livesfocks 294,503 {544,784) -

invenlores 4,180.375 22,829,642 -

Projacl development costs [24,594.617] {23.370,497)

Trade 1eceivobies 28.627 690 {47.573.021) -

Armzun] owing by subsidiony companies [47B) [57.455)

Qiher recetabies & (Nepoid expensss [£,350,132] 252,401 11,978 A 187
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THE GROUP THE COMPANY
2009 2008 2009 2008
{RM) (RM) (RM) (RM)

{'ncrease}/Decrease 'm
Trade poyobles 12.753,206 {14,732.357] (214.663)
Other payab'es & aocconed expenses 3,560,393 5.373.552 - 25,732
Cosh Gereroled From/(Used in) Coerolions 119,497,408 185,735,809 (86.311) {202.3568)
Income tax pad (22.173,000) {61.172.263) {18,527] {656.545)
Interest poid {210.788) {122,528) -
Interest received 841,728 224
Income tax refurded 272171 24,9435
MNet Cash Frem/ (Used In) Operaling Actrliss 98,447,719 124,466,187 [104.838} {268.901)
CASH FLOWS FROM/
{USED IN]) INVESTING ACTIVITIES
Additions ta:

Progerty, plont & equigment (48.813.791) [65.842.343)

Livestocks - [1.073.622) - -

Investmant in plantation development {617.948)
Purchzse of other invesiments (38.980.504) {31.%00,107) {79.523) (195,669)
Increais n investmant in associaled comrparies {79.994) - -
Proceeds from disposol of:

Other investments 34324958 17.018.164 100,252

Proparty, plant & eqguipment 1,240,004 5.827.829

Associated cempany 15,000
Inter=:t received 3.117.547 4.038,224 22,462 31,635
Decrease in amaun! owing by
asscoigted companies 5,740.083 27.432.0735
Decrecse/{Increase) in fwad depos:ts - resiricled {22.315) &11.01 -
Deemad diposal of asbsidiary compar'es (8.5C8.555)
Income Trom olher invasiment received 84,600 100,880 79.523 95,6469
Dividends received 1.574.048 55.784 - 55.784
MNet Cosh From/{Used In) Investing Aclivities (41.795.368) {52.843.598} 122,714 {12.581)



annudal reporf 2009

SAWIT EINABALL S0, BHO, 403 ) 05w (ircorporated i
THE GRCUP THE COMPANY
Note 2009 2008 2009 2008
(RM) (RM) (RM) (RM)

CASH FLOWS (USED IN)
FINANCING ACTIVITIES
Recayment of
State Gevermemen! lcon (674,27 3) - -
Interest paid (285,727) {398.,733)
Mat Cash [Used in}
Finarcing Aclwilies {960.000) {398.733) -
NET INCREASE/(DECREASE) IN
CASH & CASH EQUIVALENTS 55712353 71,223,856 17,876 (281.482)
CASH & CASH EQUIVALENTS
AT BEGINNING OF YEAR 175.641,205 104,417,449 1,025.841 1,307.343
CASH & CASH EQUIVALENTS
ATEND OF YEAR 26 231,353,658 175,641,305 1.043,737 1.025.861
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1. GEMERAL INFORMATION

The Compony is principody invelved ininvestment holding. The principal activities of the subsidiary
campanies are as cisclosed in Note 11. During the financial year, two subsidiary companies involving
in the praduciian ond scles of po'm ¢il seeds and paim oil produces temporarily ceosed aparalians.

Other than as mentoned above, there have been no significant changes in the nolure of the principel
activities of the Company and its subsidiary companies during the finoncial year. The Company is o
private imited linbility company, incomporated and domiciled in Malaysia,

The tolal number of emplayees of the Grouo af year-and was 728 [2008: 784). The Campany has na
emplayees ¢l year-end (2008: Nil). The registered alfice and prncipal place af business af the Compaeny
are lecoted ot lolen Kelopa Sowil, Off Km 4 Jalan Tucran, 88300 Kota Kinabalu, Saoah, Malaysic.

The finencicd slaterrants of the Company were auihorsad lorissue by the Board of Drachos in occordence
wiih a resalution of the directars on June 28, 2010.

2. BASIS OF FREPARATION COF THE FINAMCIAL STATEMENTS

The financial statermenis of the Grouo and of the Compeny have been prepored in aocordance with
the provisians of ine Companies Act, 1945 and the Privote Entity Reporting Standaras in Maloysia.

3. SIGNIFICANT ACCOUNTING FOLICIES
Basls of Accounting

The financial statements of the Group and of the Company have been prepared under the Fustaricol
cost convention except for repraduced breeder 'ivestocks of ore af the subsidiory campanies that
are cemed o market value.

Basls of Consolidation
i, Subsidiony Companiss

he consciidated financial statements incorparote the financlol statemants of the Company ard of
the subsidiony companies cantrolled by the Compary made up 1o Decambear 31, 2009. A subsidiory
cempany 5 a company whare the Group hos contral threugh the pawer 10 govern the finencial ond
operoling oobcies of the company so as to oblain benafils therefrom. Control is presurmed to exist when
the Group owns, direcity or indiracty through subsidiary companies, meore than ene holf of the vating
rights of ihe company.

Subsidiary companies are cansolidaled using the acquisiion meihod of accounting, On acouisition,
the assets and fabitlies ol the relevan! subsidicry cormnpanies are meagsured at their Iai- values ol the
dole of acquisiton, The interest of minadhy shareholdens & stated ol 1he minoriby's proporion of the fo't
values ¢f the assels and Tinbililies recogrised.

The rasults of subsidiory campanies acquired ar disposed af during the financiol yeor are included
in the cansolidated fingncial statermments from the elfective date of acquisition or up to the effective
date af cisposal.

Allsignificant inter-company fronsoctions ond balances are eliminoled on consotidalion.
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i, Associoled Companias

An assocaled company is @ nen-subsidiany campony in which the Group holds not less than 20% of
the voting fighls as iong-term investrment and in winich the Group is in @ pesifion 1o exercise sigrificont
influenca on the management.

The Group’'s investment in gsseciated companies is accounted for under the eauity method of
accouniing based on the audited finoncial slotemenis of the assecialed companies made o to
Decemizer 31, 2009. Under this melhod of cecounting. the Group's nterest in the post-ccqusition profit
and reserves af ine associated companies ore included in the consalidated results while dividend
received is reflected as a reduction of the investment in the consolicioled bolonce sheel,

Revenue Recognition

Revenue. represenfing sale of fresh fruit bunches. ¢il palm ==ads, oil palm oroduces, mechanicol
culters ond cotties. is recognised upon delivery of fresh fruit bunches, oll coim seeds, ol pam
proeduces ond mechonical cutters and callles and when the risks and rewards of cwnership nove
passed 1o the customers, Sales represant gross involced value of goads scld net of trace discounts,

Revenue from bulking operalions retales to the rendering of services and is recegnised when services
are peffermed. Rental income s accrued an o fime pasi, by reference to the-cgreements entercd
into, Insurance commissions received ond receivobie are recogrised on the elfective ccmmencement
ar ranawal dates of 1ha related peicies.

Project develocpment revenue, representing sale af vacant lols of land. is recognised upon signing of
the individuol sale cnd purchase ogreements by reference to ihe stage of completion of the project
development,

Fee received from monogement services s recognized ugon performance of services. Dividend
income represanls gross cividends fram investrnen! in subsidiory companies cnd qucoted ong
vnguaied nvésiments and is recodnised when the sharehalder's righls to receive coyment is established.

Forelgn Currency

Trersactions in foreign cunencies cre converled into Ringgit Mataysio al exchange rates prevaiing at
the transaclion dates or; where setlement has not yet been mode al the end of 1he financial year.
the gssets and liabtities are converted ol approximate excharge rales prevaiing ot thal date. All
foreign exchange gairs or losses are laken up in ihe income stalements in the year n which they anisa.

Taxailon
Ircome tax expense represents the sum of the tax curently payable ond deferred tox,

i, Cumeand Tox

The tox currently payabie is based on faxabls profit far the year, Toxokle profit differs irom profit as
repored in the income stalement becauss i excludes lems of incom: or expense thal are faxables
or deductibla in other years and it furliner excludas items thol are never taxable or deduciitie. The
Group's and the Company’s iiatdlity for curent fax is calculated using 1ax rates thot have been
enacled or substantively enacted by the kalance sheet date.
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i, Deleged T

Defened tax is accounied for in respect of temporary diflerences arising from differences betwean tne
camying amounis of assals ard iabilifies in the financial statements ond tre’r comesponding tax bazes
used in Ine camputalion of taxabla profit.

Defered lax lickilities are generally recogrized for all taxable lemoporary dillerences, and defemed
tax qssels are generally recagnised for all deductible tfemporary dilferences, unused fax lesses and
unused tax credils ta The extent thal il is crabable that fulure taxable prafit wili be avarab'e against
which the deductible lemperory diffarences, unused tax losses and unused tax credils can be utised.

Property, Plant and Equipment

Praperty. plant and equipment are stated at cast less accumuiated depreciatian and accumulaled
impcirment asses. if any.

Leaszhold land is depreciated over the remaining lease period. Howaver, no depreciciion has been
provided for certain leasehoid lond of a subsidiory compony as the cos! of leasehold fond is minima! and
accodingty, e effect of the non-deoraciatan on the inancial statements of the Group & insignificant,
Certain leosehald land peroining 1o arother subsidiory company is glso not depraciated as the lilles
have not baen issued and thus the lenure of fhe leose period 8 not determirdable. The non-depreciation
oflondis rol incempionce with MASB 15, Praperty. Piant ond Equipment. Hawever, In the apiniaon af the
directors of 1ha Cormpany, this nen-campliance does nat hove a malerial effzct on the financial
slalemeanis of the Graup.

Certain teasehald land as mentioned above, capital work-in-progress and plantation development
expendiure, cre not daprecalad, excepl far develaopment exgenditure an plantation pertaining la o
subsidiary compony which is under lease, is depreciated aver the lease aericd of 25 years.

All other praperty. glant and equipment are deprecialed an a straignt-line methad to their residual
vaiues af rates based an the estimated remaining useful lives af the variaus assets,

The annual depreciation rotes are as follows:

Long leasehaoid land Over the remaining lease period of $5-92C years
Shortt leasehold lond Over the remaining leose period al 29-50 years
Plantation under lease Over {he remaining lease period of 25 years
Facteones, resigenticl buildings.

olfice tuildings & other buildings 2% - 10%

Inlrastructure costs & golf course 4% - 20%

Flon! & mochinery 10% - 50%

Furniture, fixiures & fitlings 10% - 20%

Sterage tanks 10% - 20%

Mclor vehicles 20% - 25%

Office & olther equipment 20% - 25%

Workshop equipment 0%
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- Planiation Development Expendilyre

Piontolion development and planting expenditure incured on new developnient of planlatons is
copitalisad prior to maltunity from the fime of planting {346 months) or until such fime when the yield
excasds a cerdain predetermined level, whichever is earhier. Replanting expendilure and all other
expenditure incumed subsequent to maturity shall be recognised as experses in the income stotement,

Livestocks

Livestocks compiising purchased breeder catf'es cre stated ot cast while livestocks comprising reproduced
breeder caltles are siated at market volue at the tfime al clas=ificalion os breeder livastocks, The
market volue of livestacks is determined based an the market price af livestecks ol similar age, breed
and ganalic merit,

The difference between costs of such breeder catlles and thair market values is recognised in the
income stolement. #reader livestocks are omartised on a slraight-ine methed ta their residual values
at rates based on the dife span af cattles ranging from 2 fo 7 yacrs.

Livestacks far commercial sale camprising heiler. weaner and calves are vaued at the lawer of cost
and nel realisacle value, The cast af callles comorises the cost of direct materniass, direct labaur, a
properian of averheads inrearing the heiler and calves and a praportian af the amerlisatian cost of
reeder catties.

Net realisable value recresents the estimated seling price in the ordinary course of busirmess less
seling and disirtutian cosis and all ather estimated cost ta campletian of sales.

intangible Asset

Intfangible asset camprisas technalegy icensing fee. Oninitial reccgnition, intangible assets acquired
separately cre reccegnised at costs. After initial recagnitian, intargible assets are camied of cost less
accumulated amortisalion ang any accumulated impairment 1osses.

The useful lives af intangitile assets are assessed to ke either finite ar infinite, INMangible assels with
finite ives are amoriised cn a slraight-ine Laosis over the eslimaled ecanamic wseful fves ong
assessed forimpairmant whenever fhaig 5 an indicafion that the intongible assels may be impaired.

Project Development Costs

Project develapment costs, which consist of land and development excendilure, is stated at cost less
accumulated imoairment lasses, if any. Development expendifure comprises inlrastruciure costs and
other reloled development costs,

The Group cons'cers as cument assel that proportcn of prgect develogment costs an which the project is
expected 1o ke completed wifhin the narmal operating cycle ol two ta trree years, Cast of development
prajects clossiied os cument Gssels are stated ot the lawer of cost and net realisable value.

when the culcome of project developmaent activities cannof b esfimaled refiobly. proect develepment
revenue & recognised Yo the extent of preject development cosls incumed Ihat is probable of recovery,

Any anticipated loss on @ prapeny developrment project (inciuding caesls ta ke incured aver the
delects liobilily periad), is recognised as an expense immediately.

o S0
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Operating Leases

Leases where substantially ail the risks and rewards incident ta the ownrership of assets remain with the
lessor ore accounted for os operating leases, Rentois an aperating leoses are cnarged ta the incame
statements in the yecr in which they are incumred.

Investments

Investments in subsidiary companies and asseciated comganies are stated 'n the Company’s fnanc:al
statemenis at cost less accumutated impairmant losses. if ony.

Invesiment in guated shares are stated at the lower of cost arnd market volue,

Investments in unguoted shares are stated at cost less allowarce for dirminutian in vouue of investment
ta recegnise any decling, ather than a temporory decling, in the vaiue of the investments,

Impairment of Assets

At ecch balance sheet date, the Group and the Company review he camying amounis of assels
(olher than invenicries, defered tax assets and financial assets. which gre daall with in their respechve
polcies) la delerming if there 8 any indicalion Thal those assek may be impaired. il any such indication
adsts, the ossel's recoverable amaunt, which is the higher of ret sefing price and volue in use, is estimaled.

whenaver Ihe carrying omount of an asset exceeds its recoverable omount, on impoirment tass is
recogniz2d in the income slatements, An impcirmant loss is orly reversed to the exlent that the
asset’s camying omount dees rol exceed the comying omount thol wouid hove baen determinsd.
nel of degraciation or omerisotion, if no impairmantioss hed been recognised. Arevensal s recogriaed
in the income stalements,

tnvenlories

Inventenes, comprising ol palm produces, cansumable stores, mechanical culters, nursery stocks
and commercial praperfies, are valued at the lower of cosl ond net reaisable volue. Casl of
mechanical cullers is determined on the firstin, frst-cut method. Cost of inventories of commerciol
croperties is determined on specilic identification basis. Cost al other inventories is determined on
the weighted average methad. The cost of oif calm produces comprizes the cast of row matericls,
drect lobour and a preperiion of preduction cverneads,

The cost of consumalle steres comprisess the original purchase price plus costincyrred in bringng the
inventaries to fneir present lacafion. The cost of machonical cutiers comprises he cost ol airect
moierals, cirec! labour ard a proportion of overhgads in Lringing the mecheonical cufters to their
present siate. The cost of commerciol properies comprises the criginal purchase price plus any ather
cosls direclly alinbutable o the coquitition of the commaearcial properties.

Net realiscble value represents 1ha eslimaled selling price in the orginory course of business less
seling and dislibulion costs ond oll olher estimatod cost to completion.
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Recelivables

Receivables cre reduced by the cpprogriate allowances for estimated wrecavercble amounis.
Allowance for doublful debls is made based on estimates of possiola losses which may arse from
non-collection of certain receivable accaunts,

Borrowing Costs

Bomowing casls direclly oifriculable to the development of ploniations are capitalised ond included
as part af plantalion development expenditure. Capitciisation of bormowing costs will cease when
the planfafions attain malurity. All other borowing costs are recognised as an expansa in the year in
which they are incumed.

Employee Beneliis - Deflned Confrlbution Plans

The Group and the Company are requinad by law 10 make moninly contribiulians 1o 10 Employees'
Provident Fund ("EPF"), g stelutory detined contribulion plan for all ihair eligible emplayees bosed on
certoin prescribed rates of the employeas' salaries.

Tre Greup's and the Cormpxany's contributions to EPF are disclosed separately. The employees' contib:utions
o EPF arg included in salares and wages.

Cash Flow Statements
The Group ond the Company adopt the indirect method in the prepcrotion of the cash lNow stoterments.

Cash equivalents are shorl-term, highly liquid investments wilh maturities ol fhrae months or less from
the date of acqusition cnd are recdily convertible fo cash wath insignificont risks of chonges In value.

4, REVENUE
THE GROUP THE COMPANY
2009 2008 2009 2008
(RM) {rM) {RM) {RM)
Sale of fresh ruil bunches. of paim seeds
& i Gl prCiuCEs $99.370.935 1,.374,745,081
Sale of calies 2.547 091 1,161,999 - -
Rentol ¢l lend & buidings 721,400 728,902
Sale of mechonical cullers 35,000 297.300 - -
Bulking ard waignbiidge fees 457.926 182,921
Insurance commissions 119,342 134.539 - -
Cividend incomm lrom olher invesimenls - 55,784 - 55.784
1,003,251,714 1,377, 304,526 - 55.784

4
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£ OTHER OPERATING INCOME/(EXPENSES) AND OTHER INTEREST INCOME
Included in olher operating income/{expenses) are the fallowing:

THE GROUP THE COMPANY
2009 2008 200% 2008
(RM) (RM) {RM) (kM)
Gain on disposal of:
Property. plan) & equipman! 821.095 5.181.4658 -
Othear invetlimants 226,213 293,41
Dividend Income from:
Investmeniz quaied in Mclaysia 17.035 A77.8%6 -
Unauoted invesirments 1,548,690 1.374.374
OCther invesimeani 8.124 - -
Rental ol Jond & buddings S05.587 540,827
Gan arsing from mepreduced Dreeder vestocis 735473 S 4675
Income Irom cifer investment 104,178 100.880 79.523 25.669
Foreign exchange gain/{loss):
Renlsed {1.033.277) 291,510
Unrealizeg - [2.141.081)
Rental of premises [550.014) {527,102} -
Write-back o!/{Allowance for):
Camninution in wase of olher nivesimenis 2,686,352 {1.451.277)
Coubriul debts 42,587 [&62.427) -
Directors' remunerations:
Drecicns ol 1ne subadany. Coma-Cnies.
- Bgouitive girec o
Salories [449,004) |52, 449) -
Other emaluments [27.340) [227.241)
- Non-execulive drectons:
Feas [2C6.200) [166.300) -
Other emoluments 84,981 {61.500) -
Dkrectors of the Company:
- Exgcutive draciarn
Other emolumants {3.530) {13.050) [3.500) [13.050)
- Non-execulive directos:
Feas {72.000) {84,000) {72,000} {84,0:20)
Other emcluments:
Cumenit {58.262) {#1.371) [58.262) [104.400)
QverproviEion in pricr yeor 230,150 - 232,90

40
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THE GROQUP THE COMPANY
2009 2008 2009 2008
(RM) (RM) (RM) (M)
Auvdlt fee:
Curreni [158,915) {154,600) {28,000) {2£.000})
Uriderprovition 1N orior year (10,2003 {16.652) {2.500) -
Invenigries wiitten ol [737.6030) [44.554) - -
Bad debls wnitten aft (2,375,805) {7.0?8) - -
Praperty, plant & equipmen! wiitten off {31.C47) [549)

Included in stalf costs of the Group are the follcwing charges:

THE GROUP
200% 2008
(RM) (RM)
Defined contribution plans:
Empioyees' Pravidan! Fund Conbiauiions 3.251.527 2.878.401
Staff pengon & superannuation fund contripulions 103,150 43.032
Otherintarest income consisls of the following:
THE GROUP THE COMPANY
2009 2008 2009 2008
{RM) (RM) {RM) {RM)
Interest income on;
Fxed dopaosilz 3,344,630 4625178 22,462 31.635
COwverdue cooount GO526%
Staif loans 434,271 327,55 - -
AMGnt owing Dy relafed parties
{lormer supsidiony cormpanias) 20.814 27.432.299
4,474,997 32.384.977 22,442 31,635

4]
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é. FINANCE COSTS

THE GROUP
2009 2008
{RM) {(am)
Interest on;
Tarmn hans 235144 434,188
Trade 'narce 210,788
444,932 434,188
7. INCOME TAX EXPENSE
THE GROUP THE COMPANY
2009 2008 2009 2008
(RM™) (RMm) (RM) (RM)
Cument lox axpenss 20,457,774 63,123,370 19.341 35.949
Dafered Yox expenia [Nate 16) 245.422 7.459 749
Urdear/[Qverpioyisian in pricr vecr:
Curan hax sxpense (897,783 (612.687) - 32.041
Dalered lox gxperse (Nole 16) 11.630.945) {67.464) ~ ~
18,174,448 69.902.9468 19.341 67,950
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A numerical recanciliation of income tax exgense at the applicable incame tax rates to
incaome tax exoense ¢t the effective income tax rate is as follows:

THE GROUP THE COMPANY
2009 2008 2009 2008
{(RM) (RM) (RM) (RM)
Profit before tax 76,056,512 240.766.30 218.837 10.268
Tox of the appbcabde lax rates of
25% {2008; 20% and 26%) 19,014,128 $2.569.240 54,709 2.670
Tax eftecls of;
Expencas hat o nat deduciitle
in determining oxoble pecll 2.031.65% 2,206,704 31,745 58.153
Income not sutyedc] to tax (1.226.835) [2.395.690) {67.113) [24.874)
Share of pralils af associcted companies [271.058) (1.033.902)
Revenue expanditure copilalised - [654,585) - -
Dalemad tox ausals not recognised
during tha pear 84,198 ?.825.383 -
Ulilisation of unahsartbad
agiculivrol ollowance [10.4835) {51.964) - -
Under/(Over)provision in prior yeor;
Current [ox expensg [697.783) (612,687 - 32.041
Delemed 1cx expense {1.630,965) {67.464)
Cthers 181,787 116,932
Income lax expense far the year 18.174.448 69.902.968 19,341 67.9%0

As of December 31, 2009, the Company hes fox-exempt income amounting 1o RM7,211,785
(2008: RM7,211,785) arising from tax-exempt dividends received fram the subsidicry companies,

As af Decemier 31, 2009, certain subsidiary cormeanies have tax-exemp! income omaunting la
aboul RM224,712,032 (2008: RM208.441.440) orising fram reinvesiment oflowances claimed ond
ulilised under Schedule 7A of the Income Tax Act, 1947 and waiver of tax goyable an chargeatle
incame in 199% in cccordonce with the Income Tox (Amendment) Act, 1999,

The gbcve tax-exempt income acceunis of the Company and its subsidiary companies. which are
subject to careement Dy the Inland Revenve 8oard, are aveailable far the distribution of tax-oxempl
dividends 1a the sharehalder af the Campany and la the Campany respeciively.
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THE COMPANY

Oflice Equipment

(RM)
Cost
Al baginning & af end al yeor ?.175
Accumulated Depreclation
Al beginning & ot end af year 1472
Carrying Amount
As of December 31, 200% 3
As of Decamer 31, 2008 3

Depreclation charge for 2008

Other assels comprise furniture, fixture and httings, sicrage tanks, motor vehicles and office, werkshop
and other equicment.

Included in property, olant and equipment af tre Graup and the Company are fully decrecialed
asse's which arg still in use, with a total cost of approximately RM171,174,453 and RMP,175 (2008:
RM177,381.296 and RM?,175) respeclively.

Plantation development expenditure consisls af:

THE GROUP
2009 2308
{RM) (RM)
Estares wilh 'and titles 162,257 859 145,846,434
Esdalas wilhout titles 313,845,271 322,069,400
476.103.130 447,916,036

In cccordance with the Cerporatisation Agreement between tha State Government of Sabah.
Schah Land Development Baard. a slatutary body incorporated under ihe Land Development
Orciinonce, 1956 ond SLDB Enaciment, 1981 {Amanded), Bormes Samudere Sdn Brd ond the Company.
tha Stale Govermment of Sobanwill iszue the tond fitles to 1he subsidicry comoeny, Bomeo Somudero Sdn Bhd.,
in due course. Incliuded in plantalicn devaiopment expendiiure is on omount of RM3. 479,437 (2008,
RM3.34%,109] represeniing expendilure incumed in the opplicotion for the land filles.
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9. LIVESTOCKS
Breeder livestocks classifed under nan-current assets are as follows:

THE GROUP
(RM)
Cost
Al cegnning of year 12,351,526
Additions 1,484,416
Goin arisng rom réaomcuced breader veslcois 735,473
Disposols [427.162)
Wiite-oll [395,603)
Al end of year 13726650
Accumulated Amorisation
At bagnning of year 1.716,717
Chooge lor ine year 1.871.651
Trsposols {8%.874)
Write-off {96.649)
Al end of year 3.401.843
Carrying Amount
As of Dacember 31, Z00P 10,324,827
As of Decembar 31, 2008 10,434 859
Livestccks for cammercial sale classilied under curent assets are as follows:
THE GROUP
2009 2008
{RM) {RM)
Al cast:
Cuottles 419505/ 4,054,444

10, INTANGIBLE ASSET

The intangible ossel pertaining to a subsidiary company represents technalogy licensing fee paid to
the Maloysion Agrcullural Reseorch and Development Institute in ¢biaining ¢ body of knowledge
and skill for 1he purpose of converding ol polm frond os onimol feed ond is stoted of cost.

Technology Licensing fee hos nel been amecrised curing the financial yeor as the related preduction
olant has yel to ba consfructed as of 1he end of the financial year.
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11, INVESTMENT IN SUBSIDIARY COMPAMNIES

THE GROUP
2009 2008
(RM) (RM)
Unqguoled shares, at cos! 2 2
The subsidiary companies of the Company are os falaws:
Countvy of Efechve Eqully inderest
Mome of Company incerpeoration 2009 (%) 2008 (%) Principal Actlvities
Wholly-owned subsidlary
company of the Company
Rikawen Son Brd Malaysia 100 100 Invastmsan] todding
Subsidiary campanles af
Rikawerth Sdn Bhd
Fokostarma San Bhd Malaysia 100 100 Planialion ownership, proparty

mnvesimant & renicd of fong

Sawit Kinaboiu Malaysia 100 100 Cattle farming
Farm Preducis Sdn BRd

Bornea Sarmuctera $Gr B Malaysia 100 100 O piirm Culfvwation & produchion
& sala ol palm cdl preduces

Sandau Ml 5dn Bhd Malaysia 100 100 Crerations of paim ol miis

Bongalia Develnpment Sdn Bhd Malaysia 100 100 O palm cullivalion

Cscajaya Sdn Brd Malaysia 100 100 InsLroncse agen!

Kurgi Mili San Bhdg Malaysia 100 100 Prowsicn o marsgemant sendicas

Sap'anica Sgn Brd Malaysia 100 100 Purchoze & sale of mechanrical
Culless

Sandaran Bulkers Sdn Bhd walaysia 100 100 Praperty developmani

Kurak Refinery San #Bhd Malaysia 100 100 Cperations of pafrm of refinery mdl
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Country of EHfeclive Equity Interest

Nome of Compony incorporation 2009 (%) 2008 (%) Principol Activitles

Sawil Kinobolu Seeds Sdr Bhd Miakorysia 100 100 Prociuction Sosoike of of paim seeds

[{formerly knowrm Qs - Temporarily ceoted cperafions

Ltha Bosun Saeds Sdn Bhd)

Minyok Berjaya Soin Bnd Maolaysia 100 100 Pragerty invedtment & rental of
commaicial thoplats

Sowit Kinobol Boible s San Bha mMalaysia 100 100 Preduction & sale ol palm oil
produces - Temporarity ceased
cperotions

Oscor Kinooolu $dn Bhd Malaysia 77 72 Oil palm cultivation

Bagehok Pignlation San Bha Mclaysia 7i 71 Ci polm cuitivation

Towau Bulking Instaliclion Scn 8ha wvalaysia 31 51 Cperofiors of g buldng insiakafion
for pelny il Pedated produces

Sawil Kinaboly Bio-Tech Son Bhd Molaysia 100 100 Cormont

(formery known os Bengkoka

Frantalion join Bhd|

Sandokan Mowltas Jefty Sdn Bhd Malaysia 100 100 Drarmrant

Sawil Bio Tiesal Soin Bhd Malaysia 100 100 Cxoimrann)

Estrowasg San Bnd Maolaysiq 100 100 Doemant

Bypower Sdn Bhd Malaysia 100 100 Droarmrant

Syrergy Peraent Sdn Bhd Molaysia 100 100 Dormant

Subsidiory company of Malaysia 100 100 Dormaont

Borneo Samudera Sdn Bhd

Coamasiora By MOk &8 68 Investman! holding

{In pernbers” Voluniory Uguidation)
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12, INVESTMENT IN ASSOCIATED COMPAMIES

THE GROUP
2009 2008
(RM) {RM)
Unguoied shares, at cost B0.003 7
Share ol pest-acquisition resulls, nel of dividends received 5,339.228 4235013
5.419.241 4.2595.020

The Group's interest in the asscciated cemganies is anaiysed as fallaws:

THE GROUP
2009 2008
(RM) {RM)
Skare ¢f net tangitle asseks 5.402.520 4.238.279
Premium on acgquisition 16,741 14,741
5,419,241 4,255,020

The assccioted comoanies af the Group are as follaws;

Country of Eftective Equily Interest
Name of Company Incorporetion 2009 (%) 2008 (75) Principal Activities
Tanged Flontation Sdn Bnd Maloysia 40 40 Cdl polm culfivation
Kalabckan Planiation $dn Bhd Maloysio 40 40 Ol pelm cullivaticn
Jungsan Borneo Sdn Bhd Malays'o 20 20 Cocrmant
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13. OTHER INVESTMENTS
THE GROUP THE COMPANY
2009 2008 2009 2008
(RM) {RM) (RM) (RM)
At cost:
shwres quoted in Makrysia 253.544
Shares quoted oulside Malaysia 1.517.322 1.517.322 - -
Unif frusls 58,409,393 53.452.512 3.725.348 3.246.097
Ungquaied shames 1,472,500 1,472,500 1.472.500 1,472,500
£1,569.215 56.6%5.878 4.£97.848 4.718.597
Allowonce for diminution in vahee of:
Shares quoted culside Malkaysia 1,454.358 1.503.602 -
Uit trusls 15,402,498 18,239.606 - -
Ungualed shones 790,000 790,000 790,000 790,000
{17.844.854) {20.533.208) [750.000} (FF0,000)
43,752,359 34,142,670 3.907.848 3.928,597
Marked values,
Sharas quoted in Malaysio - 300,711
Shores quoted outside Maioyso 62.965 13,721
Uril trysls 43,972,408 35,400, 750 3.225.248 3,246,097
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14. INVESTMENT IN PLANTATION DEVELOPMENT

THE GROUP
2009 2008
(RM) {RM)
Plantiation development expendilure:
Al baginning of yeor 6,694,102 6.076.154
Addilion - 4617948
At end ol yeor 6,694,102 6,694,102

This represents plantation develapment expenditure for the Tambisan Estate. Sandakan pestaining ta
a subsidiory company, Bormeo Samudera Sdn Brd which has atteined maturily.

On Novemier 1, 2002, Borneo Samudar Sdn Bhd entered inla a conditional sales and purchase
agreament wiih Felda Agnculture Servicas §dn Bhd, a company incorporated in Malaysia, for the
sale of Tambisan Estate for a fotal consideration of RM16,240,000. The sale will arly be completed
upon the delivery of the land litle by Bornec Samudero Sdn Bhd which is to be done wilhin 24 manths
from the dale cof the agreemenl.

Although the compielion dale of the said agreemen! had expired and the land tilles have yet ta
be delivered on Qctober 31, 2004, both parties have agreed that the time for fuilliment of conditions
sfipulaled in the scid agreement stball be lurher extended until such fime as the lond tifles are defivered.

Felda agricuiture Services Sdn Bhd has, with elfect frem Ihe date of the soid agregmant, eccupied
the Tambkisan Bstate @s licensee ond assumed all fisks ard benefils asscciated wilh 1he cperations of the
Tarnbizan Eslate. The fand lite s cumently in the final stoge of issuance, upon which the soles of Ine above
land will be Compiated.

15. HOLDING ENTITY AMD RELATED COMPANY /PARTY TRANSACTIQONS

The Company 1§ wholly owred by the Chief Minister, State of Sabeh, a tody constituted under the
Chief Minister (Incerperated) Ordinance, 1949,

The amount owing by subsiciiory company of RAM531,305.811 {2008; RM531,305,811) represants autstanding
proceeds arising from the dispasal of invesiment in subsidiary companies to @ subsiciary company,
Rixawaorth Sdn Bhd, in 2005,

The omaunt is ursacuwrad, interest-lree and shall be payable by the subsidiary company by February
1. 2015, which i wilhin ten yaars commencing from the Completion Dale ar fhree monihs ofter the
date of which ine subsidiary company camse: 1o be o wholly-owned subsidgiary of the Company,
whichever s eqriiar.

The amount owing by subsidicry compaonies of RM737.947,508 (2C08; RM737,947,030) shown under
cumrent assets arose mainly from dividend receivable ard advances and pcayments mode on behalf.
The amount is unsecured, interest-free and hos no fixed lerms of repayment.

Amount owirg by associated companies of RMS2.891,245 (2008: RME8,651,32¢8) of Ine Group regresants
moinly payments on behall in respect of plantation development costs, The amcunt is unsecured,
Interesi-free and has no lixed terms of recayment,
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Amount owing to subsidicny company ol RM248.567 (2008: RM248.547) represents mairdy payments made
on bencil of the Company. The emount s unzacired, nterestdree and has no lixed terms of repoyment,

During the financial vear significant related comgany transactions are as follows:

THE GROUP THE COMPANY
2009 2008 2009 2008
{RM} (RM) {RM) (RM)
Subsidiony company
Nonogaman! lees receivable - - £3.060 60.050

Reloted partias are enfities wirh commen diac! or indirec! sharehalders and/or directars, Parties are
considarad 1o be reigted it the party has the ability ta conlrel the other parly or exercise significant
influence aver ine ofhar pary in making financial and eperating decisions.

The akave related comgany fransactions are negoticied based on terms and conditicns agreed
between he reloted parties and the Compony or the subsidicry comoany.

14. DEFERRED TAX ASSETS/LIABILITIES

THE GROUP
2009 2008
(rM) {RM)
Defemed tax assetfs:
Al bagnning ol year 247.03% 10.874.460
Transter fromi[i0] income stalermani |Note 7) 562.61% [4,068.630)
Liilutian arising o adaitional shomes Bsued Dy subsidiony companies - [6.558.791)
At end of yeor 809.658 247,03%
The defened tax assets of the Group are inrespect of Iha follawing:
THE GROUP
2009 2008
(RMm) (RM)
Tox effacts of:
Unutilsed 1ox lnses 228,407 148,077
Temporary differences crizing from property, plant & squipment 581.25) 78.962
B59.658 247.03%
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As mentioned in Note 3, the tax eflecis of temporary differences which would give rise tc net
deferred tax asset arz recognised 1o 1he extent that it i5 prabable that toxable profit will be cvailable
against which deduciile lemporary differences, unuliized tax 'osses ard unused tax credits can be
ulilised. As of Decembrer 31, 2009, the estimated net defenmed tax assets of the Company and af
ceriain subsidiary companies calculated ot apgalicable fax rate, which ras not been recegnised in
lre finoncial stalements, are s fcllows:

THE GROUP THE COMPANY
2009 2008 2009 2008
{RM) (RM) {RM) {RM)
Taxaffacts ol 18.683.C88 16,259,654 5,649 5760
Unuhilsad 1ax losses & -
unobsorbed copillcl Gliowances 8.264.240} (6.747.558) - -
Temporny diflerences crising
from property, plani & egucment 10,398 848 ?.512.134 5,649 5,700
THE GROUP
2009 2008
(RM) (RM)
Deferred lax liabilies:
At baginning of year 11,254,123 7.930.448
Trenstar iom/{ic| Imcome slalemeani [Mote 7) 1822.924) 3,323,655
Atend of year 10431199 11.254,123

The delered tax labilifies of the Group are in respec! of the following:

THE GROUP
DEFERRED TAX LIABILITIES
2009 2008
(RM) {(RM)
Tax eflecls of temporary dilerences arlsing
from propedty, plant & equipment 10.431.19% 11,254,123

As af December 31, 2039, the Croup and the Company hove vnuliised fox losses, unaasorbed
agricullure allowances, capital allowances and investment tax allowances latelling abaut
RM77.515.232 and RMZ2,596 (20G8: RM462.759.100 and RM22.594) respeaciively which ore avaloble to olfset
against future taxable profit. The amounis are subject to agreameant by the Inlond Revenue Board,
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17. INVENTORIES

THE GROUP
2009 2008
(RM) {RM)
At Cost:
Palm of produces 24.090.118 99.7464.980
Cormurmoixa siores 23.053.842 22,299,278
Mecharical culters 4 038,000 4,235,400
Nursary stooks 4,928,278 5,159,855
Commmersiol roperties
Buddings 4026981 3,754,481
Long fedsehold lond 1,944,989 1.964.969
132,102,208 132,181,383
Alowanco tor nventories otvoloscancs [1.429) (1,429)
132100779 139,179,954
18. PROJECT DEVELOPMEMT COETS
THE GROUP
200% 2008
{RM) {RM)
Lard 4,250 4,250
Cevelopment cosls 24,105,800 57.511.183
24110050 57.515,433

This represents project development cesis for the development of parcels of land, covering aboul
1.000 ceres for Phase 1 ond 1.800 ocres for Phase 2. for a palm of indusinal cluster for sale in Sandakan.
Sabah, Maloysic peraining 1o a subsidiary company, Sandokan Bulkers Sdn Bhd. Presenty, development
for Phase | is in pregress.

Land cost comprises land premum paid for Phase 1. As of December 31, 2009, the title to the Phase |
land hos not yel! been issued fo Sandakan Bulkers Sdn Bha by the relevant autherities. Developmant
costs comprise mainiy costs incurred tor the infrastruciure works on parcels of land for o palm oil
indusingl cluster for Phose 1A and 1B. Sandakan POIC Phase 1C is one of ihe projects under the
Sabah Develapment Comidar (SCC) wihich & managed and furded by Sobah Economic Ceveloprment
& Invesiment Aufhcrity (SEDIA). Accordinghy, the costs incurred fer the infrastruciure works far Phase 1C,
which are funded by SEDIA and disbursed througn the Compdany, have not been token up in the
financial statements.

In 2008, the subsidiary compimies, Sandokon Mowtas letty San Bhd, Bypoawer San Bnd, Estrowasa Sdn Bha
and Synergy Percent Sdn Bnd have opplied for the title 1o the Phase 1 lond. As of the date of 1his
repar, tha hilles have not yat been issved fo Ihe sutsiciany companies by the relevant aulherties.



%

NnNnual repgﬂ_?@@?

T IS ABALLE S04, BHD S003 1 (W (i

1%. TRADE RECEIVABLES, OTHER RECEIVABLES AND PREPAID EXPEMSES

Trade receivables compriza amaunts receivoile for the sale of fresh fruit bunches, crude palm ail,
palm kamel and mecharnical culters, rental receivable from tenanls of properies, insurance
premium receivable, managemeant feas receivakle and weighbrdoe and bulking fes: recelvaile.
The cradit period granted on trade receivoblas is 30 days (2008: 30 days) except for the emounts
raceivable for the scle of crude palm of and paim kernel which rarges from 3 1o 7 days {2008: 3 te 7 days).

Other receivebles and prepaid exaenses cansist of;

THE GROUP THE COMPANY
2009 2008 2009 2008
(RM) (RM) {RM) (RM)
Ctherreceivab'es 40,494,740 34,848,709 4,632 16,610
Tox refuncabis 18.833.495 15,096,709
Relundoble deposits 844.703 TBO.CeA -
Prapaid aspenses 74 71
£0,173.034 52.7248.557 4,632 16,610
Allowance lor doubifut debls {25,585) 148,173) -
40,147,448 52,657,384 4,632 16.6410

Other receivabies ol the Groun comprise mainly stalfl lcans, advances to workers for workpass and
levies, advances to smallholders and amount due from Yoyasan Sugut.

20, CASH AND BANK BALANCES

THE GROUP THE COMPANY
2009 2008 2009 2008
{RM) (RM) {RM) (RAA)
Fixed depozis wilh;
Ligengact berks 61,160,200 71,043,949 1,020,000 1,000,000
Licensed linonc e companies 6022123 14,322,457
Oher Mnoncial insfilubons 73,529,387 £8,682,404 -
Botkars’ Guosplances (REPD bosis) 51,904,982 12 683,248 -
Cosh onhand & ol boriks 39,352,505 2.912.974 43,737 25.881
2319279900 176.245.232 1.043.737 1.025.851

Included in fixed deposits placed with licensed banks of the Group s an amount of RM&24,242
[2C08. RM&E03.927}, which has been chorged to certain local banks as security for bank guorantee
granted to a subsidiary company, Bornec Samudera San Bhd,
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THE GROUP THE COMPANY
2009 2008 2009 2008
(%) (%) (%) (%)
fead Jdepoufs 2.00 . 4.20 200-4.20 2.67 3.20
Aorkars’ gcceprances 1.45-2.50 270-3.00

Deposits af the Group Rave malunty ceredronging from 1 month e 1 yecr {2008; 1 month to 1 yeer).

Deposils of the Company have maturily pericd rangng fram 1 - 6 montins (2008: 1 - 6 months).

21. TRADE PAYABLES, OTHER PAYABLES AND ACCRUED EXPEMSES

Trade and ather payables comprise amaunts outsianding for trade curchases and ongoing costs. The
credit penca granted 1o the Group far frade purchasas ranges from 15 to 60 days (Z2008: 15 1o 40 days).

Ofther payables and occrued expenses consist of:

THE GROUP THE COMPANY
2009 2008 2009 2008
(RM) (RM) (M) (RM)
Otrer payables 43.679.160 46,456,721 .
Land gremium paycble 12,798,314 12.798.314
Relaention I"l'l".ll".il?-'i F:‘QYGE"L'.' 11.188 238 10.027.857
Refundable daposils 3342110 3.972.872 - -
ATERCANL ERir 10 YO - 28,405 42,117 259,405
AcCrued expenises 19.910.590 13,862,965 239,400 26,775
$0.538.412 87.420.134 71.517 286.180

The amounts owing mainly arase from irade and non-trade transactions. The amaunts awing are
interest-free and have no fixed terms of repayment.

ual report 2009
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22. BORROWINGS

THE GROUP
200% 2008
(RM) (RM)
Federal Gavarnmeni loan 6.468.896 7.143.146%
Less: Amourt due wilhin 12 months
|stown under cumant liabilliss) (701.244) 1674.273)
Nen-current pericn 5 767.652 6.468.896
The non-cument partian is repayaiie as fallaws;
THE GROUP
2009 2008
{RM) {RM)
fnancial yeers ending Deceamber 31:
2010 701,244
20N 729294 729.294
2012 758,446 758.444
2013 788,804 788,804
2014 & subscavent yeors 3,491,088 3.491.088
5,767,652 6,448,894

The Federal Government loan of R 15,000,000 {2508: RM15.000,000) which iz aranged at fixed interest
rale of 4% {2008; 4%} per annum, is unsecured and s repayable by 25 equal annual instalments of

R:MP80,000 each, including interest, which commenced in December 1993,

23, STATE GOVERMNMENT LOAN

In accordonce with Ihe Coporatzation Agreement dated Novernber 26, 1974, ine Satxah State Governrnant
lcan will be cogitalzed as share conil ol pending the approval of the relevant Gaverrment cuthonlies, The
'can s unsecurad and interesi-inee, Repayment: are made vponreguest by the Scioh State Govermmant,
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THE GROUP
2009 2008
(RM) {RM)
Avthorised
1,000, 000,000 gecfincny shares of RM) eoch 1 5,000,600 | 00C.000.000
Issued & fully pald
549,000,000 ordinary shares of RV snch 546000000 549 0CC.C00

25 UNAPPROPRIATED PROFIT

As of the balance sheet date, the Campany has nat elected for the revocable aptian fo disregard
the Sectian 108 tax credits. Accordingly, taking into consideralion of the tax-exemot accaunt as
menticned inNate 7 and based an the prevailing tax rale apolicable to dividends and estimated tax
creais, the Campany has sullicient Section 108 tox credit 1o frank distribution by way af cash
dividends af about RM208,000.020 out of its unapprapriated profit as ol December 31, 2009,

Hawever, the Malaysian Budget 2008 inlroduced o single fier company incame tax syslem with effect
fram the year of assessment 2008. As such, any dividend paid out of the unoppropriated prafit of the
Campany will be exempted fram 1ax and the Seclion 108 lax credit as of Cecember 31, 2007 will be
avalable la the Campany unti such ime the credil 3 fully uliised or upan exgiry of 1he six-year fransilianal
period on December 31, 2013, whichever s eqrlier,

24. CASH AND CASH EQUIVALENTS

THE GROUP THE COMPANY

2009 2008 2009 2008
(RM) (M) (RM) (RM)
Fixed daposils 140,712,412 154049.010 1 a0, 00 1 200 000
Bonkars’ aooceptances [REPO baosis) 51,504,982 12,683,248 - -
Cosh on hand & at borks 39.342.504 9.512.974 43,737 25.841
231.9799C0 176245232 1.043.737 1.025.861

Less: Fixad deposits pledged

1o Domes & omaunl nald in frust {(Note 20} 1626,242) {£03.927)

231,353,658 175,641,305 1.043.737 1.025.841
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27. CAPITAL COMMITMENTS

As of Decemicer 31, 2009, the Group has the following copital commitments in respect of capital
expendiiure;

THE GROUP
2009 2008
(RM) (RM)
Approved & conlrocted for 915 (58,774 195.652.150
Approved but rot conliccled for 425,500 11.627.150
216,084,274 137,277,340

28. CONTINGENT LIABILITIES

As of December 31, 2009, the Greup and the Company have the following unsecured contingent

liablities:
THE GROUP THE COMPANY
2009 2008 2009 2008
(RM) (RMA) (AM) (RM)
Legal claims in respaci of cleged - 73,6800
negigence omtsing from occadant
Compongte guceantiees ghven 10 a subsidiany company, - - 211,000,000 211,000,000
Scwil Kinoboly £dible Qi San 8hd, lor troge nance
& ather cred] ool
COpoiate QUaEdnies given 10 G uDsiciony COmpany, - - &0.000.000 60,000,000
Borneo Samudera Sdn Bhd, for frode inonce
& ciher credit facHtes
Corpovate guoscni=e given 1o o subsidiony company, - - 40,000,000 &0,000,000

Kunck Refinery 30n Bhd, for roge inonce
& oiher credit l[ocElies

- 73,620 311,000.000 331.000,000

The cerperate guaranteces talalling RM311,000.000 given to Sawit Kingbolu Egible Ois Sdn End. Kunck
Ralirerny San Bhd and Bornec Samudera Sdn Bhd are inrespact of the {ollowing banking facilitics from
local icensed anks:

a. Banking fociilies to the extent of RM215.000.000, which are secured by Camorale Guarcniees
of RM175,000,000 frorm the Company. Howaver, thess laciities have nat teen uiitlizad by Sawit
Kinabaiu Edible Cils Sdn Bhd and Kunak Relinery Sdn Bhd os of ihe end of e inancial year.

. Bonking focililies 1o the extent of RMB80,000,000, which are sacured by Comporate Guarantee of
RMZ0.C00,C30 fram the Compaony. However, these faciiifies have not been utiliised by Sawit
Kinabkaly Edibla Oils San Bhd as of e end of the linancicl year,
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c. Banking tacilities to the extent of RM&.000,000, which are secured by Carporale Guarantee af
RM&.COD.0C0 fram the Company. However, these facilities have nat been wiifiliseg by Sowit
Kinaboiu Edible Olis 3dn Bhd as of the erd of the financial year,

. Bonking focilities to the extent of RMED, 465,250, which e secured by Corperate Guorantee
of R6D,000.000 from time Compoeny, However, frese laciities have not been utilised by Bcrreo
Samuderc Sdn Bhd os of the end of the finoncial vear,

In 2006, {egal octons have baen instiluled by a third garty on a subsiciory company, Bomeo Somuderoc
Sdn Brd, for the delivery of vacant possession of certan parcels of land which have been sold by cerloin
smailhalders of a swhsidiory company, Bogahak Flaniation Sdn Bhd, togaiter with all Iha prafils ond
income generoled friom the proceeds of the agrculturet products on the scid lard less cost and expenses.

These smaollhgiders and Bormeo Somudera San Bhd cre operating on ¢ joint venture basis to develep
parcels of planiation lond which were alienated to Bagahak Plentetion Sdn Bhd for development by
Baogahak Flantation Sdn Bhd and Barneo Samudera SSn Bhd.,

By an crder of the Deputy Registrar ol iha High Cour an Ccfober 20. 2004, Bagohak Plantation Sdn Bha
was made ¢ party to these actions os 3rd Delendant. On the seme day, Barnec Samudera Sdn Bnd
appeated to the High Caunt cgainst the arder. The appea! had been stayed in faveur of arbifration.

On November 30, 2004, Baganak Piantation Sdn Bhd fled an applicalion ta set aside ihe order dated
October 20, 2006 and varicus other relial, However. this opplication is still nat dispased of yet. As of the
date af this repon, this case & undar artilration proceedings and ifs effects on the financial stalements
of Begahak Piantaiion S5dn Bhd cannol ba gscerainea.

AlsQn 2004, further legal actions have beeninstituled by the third party ¢s menticned In the creceding
parogragh on Berreo Somudera Sdn Bnd and Bogahak Plantatian Sdn Bhd for the delivery of vacant
possess'on af addit.oral parcels of land which have been seld by certoin smalinclders af Bagahak
Plantation Sdn Bhd together wilh all the profits and income generaled from the praceeds af the
agriculturol praducts an the soid land less cost and expen:zas. As of the date af this repert, the
autcome af this case ond ifs effects on the financial statements of Bagairak Plantation Sdn Bhd
cannol be ascertoined,

In 2007, Bagohak Plantatian Sdn Bhd hos obtaired the land fille of 1he scid lond frem the relevant
autharties and accordingly. the direciors af Bagahak Fiontation Sdn Bhd are ol the apinion that
Bagahak Flantatian Sdn Bhd has plausible delence ta the above claims, Hawever, the issuance cf
the tille by the relevant auihorities is being challenged by Ihe third parties. The challenge by 1he ihird
parties had been dismissed oy the Hign Court an Nevember 14, 2009,

41
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STATEMERNT BY DHRECTORS

The direcions of Sawil Kinabaly Sdn Bhd state that, in their opinion, thre accomganyng bolance
shesls and the reloled statements of income, cosh flows and changes in equily are drawn up in
accorgdance with 1he provitians of the Compaorias Act, 1965 and the Privala Enlity Renoring Standards
in Malaysic sa as ta give a frue and fair view af the state of affairs of the Graup and of 1he Company
as af Decemuper 31, 2009 and af the results of their businesses and tihe cosh flaws of 1he Group ond of
the Cempany for the year ended on that dote.

Sigred in accordance with a resaiution of the Dircctars,

-

K Y MUSTAFA

gy —

OTHMAN BiN WALAT

- T

I
- -

k] BY THE eEl ER BRDhA A
W BY THE OFFICER PRIMAARILY
A 1 k T

W ol W C TLE DA R[N
AL MANALEMENT F IH c [ ,'-,_?:".'-j' et i B

I, MARY KU MBI LI, Ine officer prrmanly responsible for the financial monagement of Sowil Kinabalu 5dn Bhd,
do solemnly and sincemzly declore that the accompeonying bhalarce sheals and statements of income, cash
flowws and changes in equily are, in my aginicn, comect arkd | make this salemn decloration corscienfiously
batieving the scme fo be e, and by viilue of the provisiors of the Stotutory Declaralions Act, (96U,

A=

MARY KU MEI LI

Subscribed ond solemrly declared by the abavenamed MARY KU MEI LI ot KOTA KINABALU in the State
of SABAH this 28 doy of Jung, 2010,

Befare me,

WILLIAM Y P CHIA
Justice of the Peace, Sobahn
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FORM OF PROXY

1/ We ... J e Of
being a member / members of Sawit Kinabalu 3dn Bhd hereby appoint

or faling him, Ihe Chainman of ke Mesiing as my / cur proxy 1o vole for me / us on my / our behall, of
the Foureanth Annuat General tdeating to be held of Le Marcian Hotel, Kota Kinooalu on 28 June 2010
at 11.45 om ond / or ot ony cdjournment fhereol

My / Our proxy is to vote as Indlcated below:
No. Resciuticns For Against

) To receive the Audited Financicl Stotements of the Comoony
and Group for ihe veor ernded 31 December 2007 and the
Direclors' ond Auditors' Repcrt thereon

2 To re-elect Directors retinng in accordaonce with the Company's
Articles of Associcticn:- YAB Datuk Seri pMusa Bin Haji Amcn

3 To re-glect Drectors retinng In accerdance with the Company's
Arlicles of Assaciation:- ¥YB Datuk X Y Mustafo

4 To re-elect Directors retiring in accordonce with fhe Compony's
Articles of Assacicticn:- Dr Pang Teck Wai

5 To re-elect Directors retiting in accardance with the Compony's
Articles of Assaciation:- Datuk Stephen Robert Evens

) To re-elect Directeors ratiring in accordonce with the Campony's
Articles of Assacialion:- Encik George Maijid

7 To opprove the payment of Drectors fees

8 Ta oppoint auditors for the Company ond Group and fo outherise

Direclors to [ix their remuneration

? To hronsact any olher buginess fer which due nofice shall have been given

Plecse indicate with cn "X" in the spaces pravided how you wish your vole o be cost. If ne specific
directicn os 1o voting is given, the proxy will vate ar abstoin from votng ot his/ner discretion.

Sigried this doy of 2010 Nc. af sheres held

Signature of Shareholder(s)
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