NOTICE ACCOMPANYING THE ELECTRONIC PROSPECTUS OF MKH OIL PALM (EAST
KALIMANTAN) BERHAD (“MKHOP” OR “COMPANY”) DATED 29 MARCH 2024 (“ELECTRONIC
PROSPECTUS”)

(Unless otherwise indicated, specified or defined in this notice, the definitions in the Prospectus shall
apply throughout this notice)

Website

The Electronic Prospectus can be viewed or downloaded from Bursa Malaysia Securities Berhad’s
(“Bursa Securities”) website at www.bursamalaysia.com (“Website”).

Availability and Location of Paper/Printed Prospectus

Any applicant in doubt concerning the validity or integrity of the Electronic Prospectus should immediately
request a paper/printed copy of the Prospectus directly from the Company, M & A Securities Sdn Bhd
(“M&A Securities”), or Tricor Investor & Issuing House Services Sdn Bhd. Alternatively, the applicant
may obtain a copy of the Prospectus from participating organisations of Bursa Securities, members of the
Association of Banks in Malaysia and members of the Malaysian Investment Banking Association.

Prospective investors should note that the Application Form is not available in electronic format.
Jurisdictional Disclaimer

This distribution of the Electronic Prospectus and the sale of the units are subject to Malaysian law. Bursa
Securities, M&A Securities and MKHOP take no responsibility for the distribution of the Electronic
Prospectus and/or the sale of the units outside Malaysia, which may be restricted by law in other
jurisdictions. The Electronic Prospectus does not constitute and may not be used for the purpose of an
offer to sell or an invitation of an offer to buy any units, to any person outside Malaysia or in any
jurisdiction in which such offer or invitation is not authorised or lawful or to any person to whom it is
unlawful to make such offer or invitation.

Close of Application

Applications will be accepted from 10.00 a.m. on 29 March 2024 and will close at 5.00 p.m. on 16 April
2024. In the event there is any change to the timetable, MKHOP will advertise the notice of changes in a
widely circulated English and Bahasa Malaysia daily newspaper in Malaysia, and make an announcement
on Bursa Securities’ website.

The Electronic Prospectus made available on the Website after the closing of the application period is
made available solely for informational and archiving purposes. No securities will be allotted or issued on
the basis of the Electronic Prospectus after the closing of the application period.

Persons Responsible for the Internet Site in which the Electronic Prospectus is Posted

The Electronic Prospectus which is accessible at the Website is owned by Bursa Securities. Users’
access to the website and the use of the contents of the Website and/or any information in whatsoever
form arising from the Website shall be conditional upon acceptance of the terms and conditions of use as
contained in the Website.

The contents of the Electronic Prospectus are for informational and archiving purposes only and are not
intended to provide investment advice of any form or kind, and shall not at any time be relied upon as
such.
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MKH

MKH OIL PALM (EAST KALIMANTAN) BERHAD
(Registration No. 200401023680 (662186-D))
(Incorporated in Malaysia)

INITIAL PUBLIC OFFERING (“IPO”) IN CONJUNCTION WITH THE LISTING OF MKH OIL PALM (EAST KALIMANTAN)
BERHAD ON THE MAIN MARKET OF BURSA MALAYSIA SECURITIES BERHAD (“BURSA SECURITIES”) COMPRISING:

() PUBLIC ISSUE OF 220,000,000 NEW ORDINARY SHARES (“SHARES”) IN THE FOLLOWING MANNER:
. 51,209,800 NEW SHARES MADE AVAILABLE FOR APPLICATION BY THE MALAYSIAN PUBLIC; AND

. 168,790,200 NEW SHARES MADE AVAILABLE BY WAY OF PRIVATE PLACEMENT TO SELECTED
INVESTORS;

AND

(I) OFFER FOR SALE OF 30,707,700 EXISTING SHARES BY WAY OF PRIVATE PLACEMENT TO SELECTED
INVESTORS,

AT AN IPO PRICE OF RM0.62 PER SHARE, PAYABLE IN FULL UPON APPLICATION.

Adviser, Managing Underwriter, Joint Underwriter and Joint Placement Agent

YN

N

M & A SECURITIES SDN BHD
(Registration No. 197301001503 (15017-H))
(A Participating Organisation of Bursa Malaysia Securities Berhad)

Joint Underwriter and Joint Placement Agent

m
Kenanga

Aminvestment Bank Berhad
(Registration No. 197501002220 (23742-V))
(A Participating Organisation of Bursa Malaysia Securities Berhad)

Joint Placement Agent

Kenanga Investment Bank Berhad
(Registration No. 197301002193 (15678-H))
(A Participating Organisation of Bursa Malaysia Securities Berhad)

NO SECURITIES WILL BE ALLOTTED OR ISSUED BASED ON THIS PROSPECTUS AFTER 6 MONTHS FROM THE DATE OF
THIS PROSPECTUS.

THE SECURITIES COMMISSION MALAYSIA (“SC”) HAS APPROVED OUR IPO AND THIS PROSPECTUS HAS BEEN
REGISTERED BY THE SC. THE APPROVAL OF OUR IPO, AND REGISTRATION OF THIS PROSPECTUS, SHOULD NOT BE
TAKEN TO INDICATE THAT THE SC RECOMMENDS THE OFFERING OR ASSUMES RESPONSIBILITY FOR THE
CORRECTNESS OF ANY STATEMENT MADE, OPINION EXPRESSED OR REPORT CONTAINED IN THIS PROSPECTUS.
THE SC HAS NOT, IN ANY WAY, CONSIDERED THE MERITS OF OUR SHARES BEING OFFERED FOR INVESTMENT.

THE SC IS NOT LIABLE FOR ANY NON-DISCLOSURE ON THE PART OF OUR COMPANY AND TAKES NO RESPONSIBILITY
FOR THE CONTENTS OF THIS PROSPECTUS, MAKES NO REPRESENTATION AS TO ITS ACCURACY OR
COMPLETENESS, AND EXPRESSLY DISCLAIMS ANY LIABILITY FOR ANY LOSS YOU MAY SUFFER ARISING FROM OR
IN RELIANCE UPON THE WHOLE OR ANY PART OF THE CONTENTS OF THIS PROSPECTUS.

INVESTORS ARE ADVISED TO READ AND UNDERSTAND THE CONTENTS OF THIS PROSPECTUS. IF IN DOUBT,
PLEASE CONSULT A PROFESSIONAL ADVISER.

FOR INFORMATION CONCERNING THE RISK FACTORS WHICH SHOULD BE CONSIDERED BY PROSPECTIVE
INVESTORS, SEE “RISK FACTORS” COMMENCING ON PAGE 244.

This Prospectus is dated 29 March 2024
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Our Directors, Promoters and Selling Shareholder (as defined herein) have seen and approved this
Prospectus. They collectively and individually accept full responsibility for the accuracy of the
information contained in this Prospectus. Having made all reasonable enquiries, and to the best of
their knowledge and belief, they confirm there is no false or misleading statement or other facts
which if omitted, would make any statement in this Prospectus false or misleading.

M & A Securities Sdn Bhd, being our Adviser, Managing Underwriter, Joint Underwriter and Joint
Placement Agent to our IPO, acknowledges that, based on all available information, and to the best
of its knowledge and belief, this Prospectus constitutes a full and true disclosure of all material facts
concerning our IPO.

It is to be noted that the role of Kenanga Investment Bank Berhad in our IPO is limited to being a
Joint Underwriter and Joint Placement Agent. It is to be noted that the role of AmInvestment Bank
Berhad in our IPO is limited to being a Joint Placement Agent.

This Prospectus, together with the Application Form (as defined herein), has also been lodged with
the Registrar of Companies, who takes no responsibility for its contents.

You should note that you may seek recourse under Sections 248, 249 and 357 of the CMSA (as
defined herein) for breaches of securities laws including any statement in this Prospectus that is
false, misleading, or from which there is a material omission; or for any misleading or deceptive act
in relation to the Prospectus or the conduct of any other person in relation to our Group (as defined
herein).

Securities listed on Bursa Securities are offered to the public premised on full and accurate disclosure
of all material information concerning our IPO, for which any person set out in Section 236 of the
CMSA, is responsible.

Approval has been obtained from Bursa Securities for the listing of and quotation for our IPO Shares
(as defined herein) on 16 November 2023. Our admission to the Official List of Bursa Securities is
not to be taken as an indication of the merits of our IPO, our Company or our Shares. Bursa Securities
shall not be liable for any non-disclosure on our part and takes no responsibility for the contents of
this Prospectus, makes no representation as to its accuracy or completeness and expressly disclaims
any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part
of the contents of this Prospectus. The valuation utilised for the purpose of the Listing (as defined
herein) should not be construed as an endorsement by the SC, on the value of the subject assets.

The SC had vide its letter dated 12 July 2023 taken note that our resultant equity structure pursuant
to our Listing under the equity requirement for public listed companies (“"Bumiputera Equity
Requirement”). Our Company can be regarded as a company with predominantly foreign-based
operations. Accordingly, our Company is exempted from the Bumiputera Equity Requirement.

Our securities are classified as Shariah compliant by the Shariah Advisory Council of the SC. This
classification remains valid from the date of issue of this Prospectus until the next Shariah compliance
review is undertaken by the Shariah Advisory Council of the SC. The new status is released in the
updated list of Shariah compliant securities, on the last Friday of May and November.

This Prospectus has not been and will not be made to comply with the laws of any jurisdiction other
than Malaysia, and has not been and will not be lodged, registered or approved pursuant to or under
any applicable securities or equivalent legislation or by any regulatory authority or other relevant
body of any jurisdiction other than Malaysia.

We will not, prior to acting on any acceptance in respect of our IPO, make or be bound to make any
enquiry as to whether you have a registered address in Malaysia and will not accept or be deemed
to accept any liability in relation thereto whether or not any enquiry or investigation is made in
connection therewith.
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It shall be your sole responsibility if you are or may be subject to the laws of countries or jurisdictions
other than Malaysia, to consult your legal and/or other professional advisers as to whether our IPO
would result in the contravention of any law of such countries or jurisdictions.

Further, it shall also be your sole responsibility to ensure that your application for our IPO Shares
would be in compliance with the terms of our IPO as stated in our Prospectus and the Application
Form and would not be in contravention of any laws of countries or jurisdictions other than Malaysia
to which you may be subjected. We will further assume that you had accepted our IPO in Malaysia
and will be subjected only to the laws of Malaysia in connection therewith.

However, we reserve the right, in our absolute discretion to treat any acceptance as invalid if we
believe that such acceptance may violate any law or applicable legal or regulatory requirements.

No action has been or will be taken to ensure that this Prospectus complies with the laws of any
country or jurisdiction other than the laws of Malaysia. It shall be your sole responsibility to consult
your legal and/or other professional adviser on the laws to which our IPO or you are or might be
subjected to. Neither us nor our Adviser nor any other advisers in relation to our IPO shall accept
any responsibility or liability in the event that any application made by you shall become illegal,
unenforceable, avoidable or void in any country or jurisdiction.

ELECTRONIC PROSPECTUS
This Prospectus can be viewed or downloaded from Bursa Securities’ website at

www.bursamalaysia.com. The contents of the Electronic Prospectus and the copy of this Prospectus
registered with the SC are the same.

You are advised that the internet is not a fully secured medium and that your Internet Share
Application (as defined herein) may be subject to the risks of problems occurring during the data
transmission, computer security threats such as viruses, hackers and crackers, faults with computer
software and other events beyond the control of the Internet Participating Financial Institutions (as
defined herein). These risks cannot be borne by the Internet Participating Financial Institutions.

If you are in doubt of the validity or integrity of an Electronic Prospectus, you should immediately
request from us, our Adviser or Issuing House (as defined herein), a paper printed copy of this
Prospectus.

In the event of any discrepancies arising between the contents of the electronic and the contents of
the paper printed copy of this Prospectus for any reason whatsoever, the contents of the paper
printed copy of this Prospectus which are identical to the copy of the Prospectus registered with the
SC, shall prevail.

In relation to any reference in this Prospectus to third party internet sites (referred to as “Third
Party Internet Sites”), whether by way of hyperlinks or by way of description of the Third Party
Internet Sites, you acknowledge and agree that:

(@) We and our Adviser do not endorse and are not affiliated in any way with the Third Party
Internet Sites and are not responsible for the availability of, or the contents or any data,
information, files or other material provided on the Third Party Internet Sites. You shall bear
all risks associated with the access to or use of the Third Party Internet Sites;

(b)  We and our Adviser are not responsible for the quality of products or services in the Third
Party Internet Sites, for fulfilling any of the terms of your agreements with the Third Party
Internet Sites. We and our Adviser are also not responsible for any loss or damage or costs
that you may suffer or incur in connection with or as a result of dealing with the Third Party
Internet Sites or the use of or reliance of any data, information, files or other material provided
by such parties; and
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(©) Any data, information, files or other material downloaded from Third Party Internet Sites is
done at your own discretion and risk. We and our Adviser are not responsible, liable or under
obligation for any damage to your computer system or loss of data resulting from the
downloading of any such data, information, files or other material.

Where an Electronic Prospectus is hosted on the website of the Internet Participating Financial
Institutions, you are advised that:

(@) The Internet Participating Financial Institutions are only liable in respect of the integrity of
the contents of an Electronic Prospectus, to the extent of the contents of the Electronic
Prospectus situated on the web server of the Internet Participating Financial Institutions and
shall not be responsible in any way for the integrity of the contents of an Electronic Prospectus
which has been downloaded or otherwise obtained from the web server of the Internet
Participating Financial Institutions and thereafter communicated or disseminated in any
manner to you or other parties; and

(b)  While all reasonable measures have been taken to ensure the accuracy and reliability of the
information provided in an Electronic Prospectus, the accuracy and reliability of an Electronic
Prospectus cannot be guaranteed as the internet is not a fully secured medium.

The Internet Participating Financial Institutions shall not be liable (whether in tort or contract or
otherwise) for any loss, damage or costs, you or any other person may suffer or incur due to, as a
consequence of or in connection with any inaccuracies, changes, alterations, deletions or omissions
in respect of the information provided in an Electronic Prospectus which may arise in connection with
or as a result of any fault or faults with web browsers or other relevant software, any fault or faults
on your or any third party’s personal computer, operating system or other software, viruses or other
security threats, unauthorised access to information or systems in relation to the website of the
internet participating financial institutions, and/or problems occurring during data transmission,
which may result in inaccurate or incomplete copies of information being downloaded or displayed
on your personal computer.

The rest of this page is intentionally left blank
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INDICATIVE TIMETABLE

All terms used are defined under "Definitions” commencing from page Vil.

The indicative timing of events leading to our Listing is set out below:

Events Indicative date
Issuance of this Prospectus/Opening of Application 29 March 2024
Closing of Application 16 April 2024
Balloting of Application 19 April 2024
Allotment/Transfer of IPO Shares to successful applicants 26 April 2024
Date of Listing 30 April 2024

In the event there is any change to the indicative timetable, we will advertise the notice of changes in
a widely circulated English and Bahasa Malaysia daily newspaper in Malaysia, and make an
announcement on Bursa Securities’ website.

The rest of this page is intentionally left blank
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

All terms used in this section are defined under "Definitions” commencing from page Vii.

All references to "MKHOP” and “Company” in this Prospectus are to MKH Qil Palm (East Kalimantan)
Berhad (Registration No. 200401023680 (662186-D)). Unless otherwise stated, references to “Group”
are to our Company and our subsidiaries taken as a whole; and references to “we”, “us”, “our” and
“ourselves” are to our Company, and, save where the context otherwise requires, our subsidiaries.
Unless the context otherwise requires, references to "“Management” are to our Directors and key senior
management as at the date of this Prospectus, and statements as to our beliefs, expectations, estimates

and opinions are those of our Management.

The word “approximately” used in this Prospectus is to indicate that a number is not an exact one, but
that number is usually rounded off to the nearest thousand or million or one decimal place (for
percentages) or one sen (for currency). Any discrepancies in the tables included herein between the
amounts listed and the totals thereof are due to rounding.

Certain abbreviations, acronyms and technical terms used are defined in the “Definitions” and “Technical
Glossary” appearing after this section. Words denoting singular shall include plural and vice versa and
words denoting the masculine gender shall, where applicable, include the feminine gender and vice
versa. Reference to persons shall include companies and corporations.

All reference to dates and times are references to dates and times in Malaysia.

Any reference in this Prospectus to any enactment is a reference to that enactment as for the time being
amended or re-enacted.

Unless otherwise stated, the following foreign currency has been translated into their RM equivalents
based on the following middle exchange rates published by BNM, where applicable:

FYE 2020 FYE 2021 FYE 2022
Foreign Average Closing Average Closing Average Closing
currency RM RM RM RM RM RM
IDR1000 0.2908 0.2790 0.2874 0.2930 0.2963 0.3040
FYE 2023 As at LPD
Foreign Average Closing Average Closing
currency RM RM RM RM
IDR1000 0.2978 0.3040 0.3002 0.3020

This Prospectus includes statistical data provided by our management and various third-parties and cites
third-party projections regarding growth and performance of the industry in which our Group operates.
This data is taken or derived from information published by industry sources and from the internal data.
In each such case, the source is stated in this Prospectus. Where no source is stated, such information
can be assumed to originate from us. In particular, certain information in this Prospectus is extracted or
derived from report(s) prepared by the Independent Market Researcher. We believe that the statistical
data and projections cited in this Prospectus are useful in helping you to understand the major trends
in the industry in which we operate.

The information on our website, or any website directly or indirectly linked to such websites do not form
part of this Prospectus.
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FORWARD-LOOKING STATEMENTS

All terms used in this section are defined under "Definitions” commencing from page Vil.

This Prospectus contains forward-looking statements. All statements other than statements of historical
facts included in this Prospectus, including, without limitation, those regarding our financial position,
business strategies, plans and objectives for future operations, are forward-looking statements. Such
forward-looking statements involve known and unknown risks, uncertainties, contingencies and other
factors which may cause our actual results, our performance or achievements, or industry results, to
be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements. Such forward-looking statements are based on numerous
assumptions regarding our present and future business strategies and the environment in which we
will operate in the future. Such forward-looking statements reflect our Management’s current view with
respect to future events and are not a guarantee of future performance.

Forward-looking statements can be identified by the use of forward-looking terminology such as “may”,

“will”, “would”, “could”, “believe”, “expect”, “anticipate”, “intend”, “estimate”, “aim”, “plan”, “forecast”,
“project” or similar expressions and include all statements that are not historical facts.

Such forward-looking statements include, without limitations, statements relating to:
(@) Demand for our products;

(b)  Our business strategies;

(c)  Our future plans;

(d)  Our future earnings, cash flows and liquidity; and

(e)  Our ability to pay future dividends.

Our actual results may differ materially from information contained in such forward-looking statements
as a result of a number of factors beyond our control, including, without limitation:

(@) The economic, political and investment environment in Malaysia and Indonesia; and
(b) Government policy, legislation or regulation of the countries which we operate in.

Additional factors that could cause our actual results, performance or achievements to differ materially
include, but are not limited to, those discussed in Section 9 — “Risk Factors” and Section 12 — “Financial
Information”, wherein the material differences in our historical results and the factors that have caused
them are discussed. We cannot give any assurance that the forward-looking statements made in this
Prospectus will be realised. Such forward-looking statements are made only as at the date of this
Prospectus.

Should we become aware of any subsequent material change or development affecting matters
disclosed in this Prospectus arising from the date of registration of this Prospectus but before the date
of allotment/transfer of our IPO Shares, we shall further issue a supplemental or replacement
prospectus, as the case may be, in accordance with the provisions of Section 238(1) of the CMSA and
Paragraph 1.02, Chapter 1 of Part Il (Division 6) of the Prospectus Guidelines (Supplementary and
Replacement Prospectus).

Vi
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DEFINITIONS

The following terms in this Prospectus bear the same meanings as set out below unless otherwise
defined or the context requires otherwise:

COMPANIES WITHIN OUR GROUP:

“"MKHOP” or “Company”

“"MKHOP Group” or “Group”

“PT MKH"

“PT SPS”

“Hala Maju”

GENERAL:

“Acquisition of PT MKH"

“Acquisition of PT SPS”

\\Actll

“Activest”

\\ADAII

“Adviser” or “Managing
Underwriter and Joint
Underwriter” or “Joint
Placement Agent”

“AmInvestment Bank” or

“Joint Placement Agent”

“Application(s)”

MKH Oil Palm (East Kalimantan) Berhad (Registration No.
200401023680 (662186-D))

MKHOP and its subsidiaries, collectively

PT Maju Kalimantan Hadapan (Business Identification No.
8120014280519), a wholly-owned subsidiary of our Company

PT Sawit Prima Sakti (Business Identification No. 8120019071063), a
wholly-owned subsidiary of our Company

Hala Maju Sdn Bhd (Registration No. 202301043241 (1537157-X)), a
special purpose vehicle, which is wholly-owned by our Company,
established for holding of 1 ordinary share in both PT MKH and PT SPS
respectively to facilitate the Acquisition of PT MKH and Acquisition of
PT SPS

Acquisition by our Company of 27,634 ordinary shares in PT MKH
representing 5.7% equity interest from Metro Kajang (Oversea) and
PT Hikmat for a total purchase consideration of RM53,515,709 which
was satisfied via the issuance 44,227,859 new MKHOP Shares (after
the Share Split) at an issue price of RM1.21 each and was completed
on 20 December 2023

Acquisition by our Company of 9,300 ordinary shares in PT SPS
representing the entire equity interest from MKH Plantation, Ivakijaya
and PT Hikmat for a total purchase consideration of RM27,863,922
which was satisfied via the issuance 23,028,035 new MKHOP Shares
(after the Share Split) at an issue price of RM1.21 each and was
completed on 20 December 2023

Companies Act 2016, as amended from time to time and any re-
enactment thereof

Activest Sdn Bhd (Registration No. 201301001919 (1031756-A))
Authorised Depository Agent

M&A Securities

AmInvestment Bank Berhad (Registration No. 197501002220 (23742-
V)

Application(s) for IPO Shares by way of Application Form(s), Electronic
Share Application(s) or Internet Share Application(s)

Vii
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DEFINITIONS (Cont’d)

“Application Form(s)”

“ASEAN”
“ATM”
“"BNM”
“Board”

“Bursa Depository” or
“Depository”

“Bursa Securities”

“CAGR"

“Capitalisation”

“CCC”
\\CC M n

“"CCSR”

\\CDsll

“CDS Account”

“Customer W"”

\\CMSA"

“Constitution”

“COVID-19”

Printed application form(s) for the application of our IPO Shares
accompanying this Prospectus

Association of Southeast Asian Nations
Automated teller machine

Bank Negara Malaysia

Board of Directors of our Company

Bursa Malaysia Depository Sdn Bhd (Registration No. 198701006854
(165570-W))

Bursa Malaysia Securities Berhad (Registration No. 200301033577
(635998-W))

Compound annual growth rate

Settlement by our Company of the amount owing by our Group to
Metro Kajang (Oversea) and MKH Plantation by capitalising the
amount owing RM88,967,612 into 73,526,951 new MKHOP Shares
(after the Share Split) at an issue price of RM1.21 each

Certificate of completion and compliance
Companies Commission of Malaysia

Chen Choy & Sons Realty Sdn Bhd (Registration No. 197601000523
(26485-H))

Central Depository System

Account established by Bursa Depository for a depositor for the
recording and dealing in securities by the depositor

A palm oil company mainly involving in cultivation of oil palm,
processing of CPO and downstream refining of palm oil based in
Indonesia. Customer W is not listed on any exchange, however, its
holding company, is listed on the Singapore Exchange. Our Group does
not have a non-disclosure agreement with Customer W.

Although we do not have a non-disclosure agreement with Customer
W, the customer has informed us that it is not agreeable to be named
in the Prospectus due to its company policy, and as such, we are
unable to disclose Customer W’s name in the Prospectus

Capital Markets and Services Act 2007, as amended from time to time
and any re-enactment thereof

Our constitution

Novel coronavirus disease 2019, an infectious respiratory disease
which first broke out in 2019

viii
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DEFINITIONS (Cont’d)

\\CS Rll

“Depository Rules”

“Distribution”

“Director(s)”

“EBIT”

“EBITDA"

“Electronic Prospectus”

“Electronic Share
Application(s)”

“Entitled Shareholder(s)"”

“Entitlement Date”
“EPS”

“Equity Guidelines”
“EYE”
“Government”
“GP”

“HGB"

“HGU"

“IFRS"”

“IMR" or “Smith Zander”

“"IMR Report”

“Independent Valuer”

“Indonesian Company Law”

Corporate social responsibility

Rules of Bursa Depository and any appendices thereto, as amended
from time to time

Distribution by MKH by way of dividend-in-specie of 82,487,981
MKHOP Shares (after the Pre-IPO Reorganisation) to the Entitled
Shareholders on the Entitlement Date

The executive director(s) or a non-executive director(s) of our
Company within the meaning of Section 2 of the Act

Earnings before interest and tax
Earnings before interest, tax, depreciation and amortisation

Copy of this Prospectus that is issued, circulated or disseminated via
the internet and/or an electronic storage medium

Application(s) for IPO Shares through a Participating Financial
Institution’s ATM

Shareholder(s) of MKH whose name(s) must appear in the Record of
Depositors of MKH on the Entitlement Date to participate in the
Distribution

15 February 2024, being the entitlement date for the Distribution
Earnings per share

Equity Guidelines issued by the SC

Financial year(s) ended/ending 30 September, as the case may be
Government of Malaysia

Gross profit

Hak Guna Bangunan or Right to Build

Hak Guna Usaha or Right to Cultivate

International Financial Reporting Standards

Smith Zander International Sdn Bhd (Registration No. 201301028298
(1058128-V)), our Independent Market Researcher

Independent Market Research Report titled “Oil Palm Industry in
Indonesia” dated 14 March 2024

C H Williams Talhar & Wong (Sabah) Sdn Bhd (Registration No.
197701003650 (34874-P))

Law of Republic of Indonesia No. 40 of 2007 Concerning Limited
Liability Company
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DEFINITIONS (Cont’d)

“Indonesian Government”

“Initial Public Offering” or
\\IPO"

“Internet Participating
Financial Institution(s)”

“Internet Share
Application(s)”

“IPO Price”

“IPO Share(s)”
“ISPO Certificate”
“Issue Share(s)”

“Issuing House”

\\ITII
“Ivakijaya”
“Joint Placement Agent(s)”

“Joint Underwriter(s)”

“Kenanga IB”

“Listing"”

n

“Listing Requirements

“Lotus Way”

\\LPDII

“"M&A Securities”

“Main Market”

Government of Indonesia

Our initial public offering comprising the Public Issue and Offer for Sale
Participating financial institution(s) for Internet Share Application(s) as
listed in Section 17.6

Application(s) for IPO Shares through an online share application
service provided by Internet Participating Financial Institution(s)

The price of RM0.62 per IPO Share under our IPO

Issue Share(s) and Offer Share(s), collectively

Indonesian Sustainable Palm Oil Certificate

220,000,000 new MKHOP Share(s) to be issued under the Public Issue

Tricor Investor & Issuing House Services Sdn Bhd (Registration No.
197101000970 (11324-H))

Information technology

Ivakijaya Sdn Bhd (Registration No. 200501015554 (692601-P))
Collectively, M&A Securities, Kenanga IB and AmInvestment Bank
Collectively, M&A Securities and Kenanga 1B

Kenanga Investment Bank Berhad (Registration No. 197301002193
(15678-H))

Listing of and quotation for our entire enlarged share capital of
RM387,215,243 comprising 1,023,590,845 Shares on the Main Market

Main Market Listing Requirements of Bursa Securities, as amended
from time to time

Lotus Way Sdn Bhd (Registration No. 199601013973 (386323-M))

29 February 2024, being the latest practicable date for ascertaining
certain information contained in this Prospectus

M & A Securities Sdn Bhd (Registration No. 197301001503 (15017-H))

Main Market of Bursa Securities
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DEFINITIONS (Cont’d)

“Malaysian Public”

“Market Day”

“MCCG”

“Metro Kajang (Oversea)”

“MFRS”

“MITI”

\\MKHII

“MKH Building Materials”

“"MKH Group”
“"MKH Plantation”
“"MKH Resources”

“"MKHOP Share(s) or
Share(s)”

“Moratorium
Shareholder(s)”

A\Y NAII
w N BV"

“Offer for Sale”

“Offer Share(s)”

“Participating Financial
Institution(s)”
\\PATII

\\PBT”

Citizens of Malaysia and companies, societies, co-operatives and
institutions incorporated or organised under the laws of Malaysia, but
excluding MKHOP Group’s Directors, substantial shareholders and
persons connected or associated with them (as defined in the Listing
Requirements)

Any day between Monday to Friday (both days inclusive) which is not
a public holiday and on which Bursa Securities is open for the trading
of securities

Malaysian Code on Corporate Governance

Metro Kajang (Oversea) Sdn Bhd (Registration No. 199301016059
(270799-X))

Malaysian Financial Reporting Standards
Ministry of Investment, Trade and Industry Malaysia
MKH Berhad (Registration No. 197901006663 (50948-T))

MKH Building Materials Sdn Bhd (Registration No. 198301000402
(95635-K))

MKH and its subsidiaries

MKH Plantation Sdn Bhd (Registration No. 200601018004 (737756-U))
MKH Resources Sdn Bhd (Registration No. 199101015405 (225717-X))
Ordinary share(s) in MKHOP

Collectively, CCSR, Tan Sri Alex Chen, Tan Sri Eddy Chen, Datuk Chen
Fook Wah, MKH, Metro Kajang (Oversea) and MKH Plantation being
shareholders of our Company whose MKHOP Shares will be subject to
moratorium pursuant to Paragraph 5.29(a), Part II of the Equity
Guidelines

Net assets

Net book value

Offer for sale of 30,707,700 Offer Shares by our Selling Shareholder
at our IPO Price

30,707,700 existing Shares to be offered by our Selling Shareholder
pursuant to the Offer for Sale

Participating financial institution(s) for Electronic Share Application(s)
as listed in Section 17.5

Profit after tax

Profit before tax
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DEFINITIONS (Cont’d)

“PE Multiple”

“Pre-IPO Reorganisation”

“Promoters”

“Prospectus”
“Prospectus Guidelines”
“PT Hikmat”

“PT NMJ”

“Public Issue”
“RCPS”
“Restu Mesra”
“ROC”

“Rules of Bursa Depository”

\\R&D"

“Share Split”

g
“Selling Shareholder”
“SOP”

“Tan Sri Alex Chen”
“Tan Sri Eddy Chen”

“Underwriting Agreement”

Price-to-earnings multiple

Share Split, Acquisition of PT MKH, Acquisition of PT SPS and
Capitalisation, collectively

MKH, Tan Sri Alex Chen, Tan Sri Eddy Chen and Datuk Chen Fook Wah
who are parties to the preparation of the Prospectus (or any relevant
portion thereof) in relation to our Listing

This prospectus dated 29 March 2024 in relation to our IPO
Prospectus Guidelines issued by the SC

PT Hikmat Aliran Sukses (Business Identification No. 1292000231906)

PT Nusantara Identification  No.

8120107732642)

Makmur Jaya (Business

Public issue of 220,000,000 Issue Shares at our IPO Price
Redeemable convertible preference shares

Restu Mesra Sdn Bhd (Registration No. 202201000650 (1446347-D))
Registrar of Companies

Rules of Bursa Depository, as amended from time to time and any re-
enactment thereof

Research and development

The subdivision of 1 existing MKHOP Share into 6 new MKHOP Shares
completed on 29 November 2023 as part of the Pre-IPO
Reorganisation

Securities Commission Malaysia

Metro Kajang (Oversea)

Standard operating procedures

Tan Sri Dato’ Chen Kooi Chiew @ Cheng Ngi Chong

Tan Sri Datuk Chen Lok Loi

Underwriting agreement dated 21 February 2024 entered into

between our Company and our Joint Underwriters for the purpose of
our IPO
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DEFINITIONS (Cont’d)

CURRENCIES:

“IDR" : Indonesian Rupiah
“"RM” and “sen” : Ringgit Malaysia and sen, respectively
“usb” :  United States Dollar
UNIT OF MEASUREMENT

“Ha" ! Hectare

“kg"” :  Kilogram

“km” : Kilometre

“mm” Millimetre

“MT” ! Metric tonne
“sqm” Square metre

The rest of this page is intentionally left blank
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TECHNICAL GLOSSARY

This glossary contains an explanation of certain terms used throughout this Prospectus in connection
with our Group’s business. The terminologies and their meanings may not correspond to the standard

industry usage of these terms:

\\AMSLII

“CPKO”

“CPO"

"

“Decanter cake

\\EFBII

“EFB liquor”

“Farm ATV(s)”

“Farm UTV(s)”

\\FFAII

\\FFBII

Refers to “above mean sea level”, which is a measure of height,
elevation or altitude of a location in reference to the average sea level

Refers to “crude palm kernel oil”, which is the oil extracted from the
PK

Refers to “crude palm oil”, which is the oil extracted from the fibrous
outer layer (mesocarp layer) of oil palm fruits

Solid waste accumulated from the oil clarification process that contains
macro and micro nutrient elements which can be used as fertiliser

Refers to “empty fruit bunches”, which is the leftover fibrous material
after the threshing/removal of oil palm fruits from FFB

Liquid obtained from EFB pressing process that mainly contains oil and
water

Refers to “all-terrain vehicle”, used for agricultural purposes, which is
a four-wheel single-occupant vehicle commonly used in plantation
activities to carry out functions such as inspecting plantation crops,
applying fertiliser and harvesting crops

Refers to “utility task vehicle” used for agricultural purposes, which is
a four wheel two-occupant vehicle commonly used in plantation
activities to carry out functions such as inspecting plantation crops,
applying fertiliser and harvesting crops

Refers to “free fatty acids”, which is released naturally in CPO upon
the reaction of oil and water. The percentage of FFA in CPO is a key
feature that determines the quality, commercial value and usage of
CPO

Refers to “fresh fruit bunches”, which are oil palm fruits that grow in
bunches on oil palm trees, where CPO and PK are obtained

Principal product

Oil palm fruitlets Flesh > CPO
(mesocarp layer) By-broducts
., » Mesocarp fibre

> Sludge oil
‘ > Decanter cake

P Palm nut ~_ Principal product
(endospermic layer) > PK

Palm nut ., By-product
(endocarp layer) > Palm kernel shell

Xiv
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TECHNICAL GLOSSARY (Cont'd)

\\IUPII

\\KERII

“La Nina”

“Mesocarp fibre”

“Mineral soil land”

\\OERII

“Peat soil land”

A\Y PK"

\\PKEII

“PK shell”

“Plasma Farmers”

“Plasma Programme”

“POME”

Plantation Business Licence of Cultivation (Zzin Usaha Perkebunan
untuk Budidaya) (IUP-B) is a written license issued by an authorized
official which must be owned by companies undertaking plantation
cultivation business

Refers to “kernel extraction rate”, which is the percentage of PK
extracted from processed FFB

A weather phenomenon where warm water at the ocean surface are
blown by strong winds westwards from South America to Indonesia
across the Pacific Ocean, which leads to increased rainfall in Indonesia

Leftover fibrous material (of the mesocarp layer of oil palm fruits) after
the oil extraction process that can be used as fuel for boilers

Soil that comprises mainly minerals such as clay, sand and silt, and is
low in organic matter (i.e. plant or animal matter)

Refers to “oil extraction rate”, which is the percentage of CPO
extracted from processed FFB

Soil that comprises partially decomposed organic matter mainly
derived from plant matter. Peat soil forms in flooded or waterlogged
conditions which obstruct the flow or oxygen and affect the
decomposition of organic matter

Refers to “palm kernel”, which is the nut of oil palm fruits

Refers to “palm kernel expeller”, which is a by-product from the
crushing of PK that can be used as stock feed

Shell left after the PK recovery process where the PK is extracted. PK
shells can be used as fuel for boilers

Local cooperatives under the Plasma Programme

The Plasma Programme is an initiative by the Indonesian Government
to encourage plantation owners in Indonesia to provide economic and
social assistance to surrounding villagers (small landholders) by
helping them increase their income and welfare. Under the Plasma
Programme, our Group is involved and obliged to assist local
community (in the form of cooperatives) in the development and
preparation of plantation land, supplying oil palm seedlings to local
cooperatives as well as training, educating and having a partnership
with the farmers under the local cooperatives in oil palm cultivation
and management as mandated under Indonesian plantations laws and
regulations.

In this respect, a company applying for an IUP for an area of 250 Ha
or more must facilitate the local community's development by
providing the local community with a plantation area of at least 20.0%
of the total area given to the company as stated in the IUP

Refers to “palm oil mill effluent”, which is a brownish liquid containing

mainly water and some suspended solids which is accumulated from
the milling process. POME has to be treated before being discharged
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TECHNICAL GLOSSARY (Cont'd)

“Powered wheelbarrows”

“Sludge oil”

“RBD palm oil”

“Water table”

“Water gate”

Self-propelled wheelbarrow in which the wheels are replaced with
continuous tracks, also known as caterpillar track or track link to collect
and transport FFB

Residual oil that is collected during the POME treatment process that
can be sold for processing into other products such as biodiesel and
fertiliser

Refers to “refined, bleached and deodorised palm oil” which is
obtained from refining crude palm oil

Upper level of an underground surface where the rocks and soil are
continually soaked in water. It varies with the seasons and from year
to year due to climatic variations and precipitation

Acts as a water barrier which halts or controls the flow of water in a
watercourse

The rest of this page is intentionally left blank
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1. CORPORATE DIRECTORY

BOARD OF DIRECTORS

Nationality/
Name Designation Residential address Profession Gender
Tan Sri Alex Chen Non-Independent 1, Lorong Bukit Indah 3 Malaysian/ Male
Non-Executive Taman Bukit Indah Director
Chairman 43000 Kajang
Selangor
Tan Sri Eddy Chen Non-Independent 155, Persiaran Impian Malaysian/ Male
Non-Executive Gemilang Director
Director Saujana Impian
43000 Kajang
Selangor
Dato’ Lee Khee Meng Executive Director Suite A-20-3A Malaysian/ Male
Saville @ The Park Bangsar Director
1, Jalan Pantai Murni 8
59200 Kuala Lumpur
Chen Wei Chyong Executive Director 4, Lorong Bukit Indah 3 Malaysian/ Female
Taman Bukit Indah Director
43000 Kajang
Selangor
Yeo Kiat Seng Non-Independent 1, Jalan SS 19/4B Malaysian/ Male
Non-Executive 47500 Subang Jaya Director
Director Selangor
Leong Sow Yoke Independent 19, Jalan 5/3 Malaysian/ Female
Non-Executive Bukit Gasing Director
Director 46000 Petaling Jaya
Selangor
Ong Kim Pin Independent 7, Jalan Permas 11/5 Malaysian/ Male
Non-Executive Bandar Baru Permas Jaya Director
Director 81750 Masai
Johor
Tan Hoe Hing Independent 55, Jalan PP 2/9 Malaysian/ Male
Non-Executive Taman Putra Prima Director
Director 47130 Puchong
Selangor
Dr Hasuria Binti Che  Independent 33A Reed Malaysian/ Female
Omar Non-Executive Taman Tasik Impian 1 Director
Director Jalan Tasik Damai
Lake Fields, Sungai Besi
57000 Kuala Lumpur
Yahya Bin Ariffin Independent 22, Jalan 3/4A Malaysian/ Male
Non-Executive Seksyen 3, Bandar Rinching Director
Director 43500 Semenyih

Selangor
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AUDIT AND RISK MANAGEMENT COMMITTEE

Name Designation Directorship

Leong Sow Yoke Chairperson Independent Non-Executive Director
Ong Kim Pin Member Independent Non-Executive Director
Yahya Bin Ariffin Member Independent Non-Executive Director
Tan Hoe Hing Member Independent Non-Executive Director

NOMINATING COMMITTEE

Name Designation Directorship

Dr Hasuria Binti Che Omar Chairperson Independent Non-Executive Director

Tan Hoe Hing Member Independent Non-Executive Director

Yeo Kiat Seng Member Non-Independent Non-Executive Director

REMUNERATION COMMITTEE

Name Designation Directorship

Tan Hoe Hing Chairperson Independent Non-Executive Director
Dr Hasuria Binti Che Omar Member Independent Non-Executive Director
Yahya Bin Ariffin Member Independent Non-Executive Director

The rest of this page is intentionally left blank
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1. CORPORATE DIRECTORY (Cont'd)

COMPANY SECRETARY

REGISTERED OFFICE

HEAD OFFICE

EMAIL ADDRESS AND
WEBSITE

AUDITORS AND REPORTING
ACCOUNTANTS FOR OUR
LISTING

Keng Ching Tong (MAICSA 7056252)

SSM Practising Certificate No.: 201908000962
(Malaysian  Institute of Chartered Secretaries
Administrators)

35, Jalan Setia Impian 2/2
Taman Setia Impian
43000 Kajang

Selangor

Telephone No.: +603-8751 8228

G-02 & G-03, Ground Floor
Wisma MKH

Jalan Semenyih

43000 Kajang

Selangor

Telephone No.: +603-8751 8228

G-02 & G-03, Ground Floor
Wisma MKH

Jalan Semenyih

43000 Kajang

Selangor

Telephone No.: +603-8751 8228

Website: www.mkhoilpalm.com
Email address: info@mkhoilpalm.com

Deloitte PLT
(LLPO010145-LCA & AF 0080)
Chartered Accountants

Level 16, Menara LGB
1, Jalan Wan Kadir
Taman Tun Dr. Ismail
60000 Kuala Lumpur

Auditors for our Company
Partner-in-charge: Lai Can Yiew

and

(Chartered Accountant, Member of the Malaysian Institute of
Accountants, Malaysian Institute of Certified Public
Accountants and Fellow of Certified Practising Accountant

Australia)
Approval number: 02179/11/2024 ]

Reporting Accountants for our Listing
Partner-in-charge: Alvin Chang Shu-Wei

(Chartered Accountant, Member of the Malaysian Institute of
Accountants and Association of Chartered Certified

Accountants)
Approval number: 03480/01/2026 ]

Telephone No.: +603-7610 8888
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ADVISER, MANAGING : M & A Securities Sdn Bhd
UNDERWRITER, JOINT (Registration No. 197301001503 (15017-H))
UNDERWRITER AND JOINT
PLACEMENT AGENT 45 & 47, Levels 3 and 7

The Boulevard
Mid Valley City

Lingkaran Syed Putra
59200 Kuala Lumpur

Telephone No.: +603-2284 2911

JOINT UNDERWRITER AND : Kenanga Investment Bank Berhad
JOINT PLACEMENT AGENT (Registration No. 197301002193 (15678-H))

Level 17, Kenanga Tower

237, Jalan Tun Razak

50400 Kuala Lumpur

Telephone No.: +603-2172 2888

JOINT PLACEMENT AGENT . AmInvestment Bank Berhad
(Registration No. 197501002220 (23742-V))

Level 21, Bangunan AmBank Group
55 Jalan Raja Chulan
50200 Kuala Lumpur

Telephone No.: +603-2036 2633

SOLICITORS FOR OUR : Cheang & Ariff
LISTING IN RESPECT OF _
MALAYSIAN LAW Loke Mansion

273A, Jalan Medan Tuanku
50300 Kuala Lumpur

Telephone No.: +603-2691 0803

SOLICITORS FOR OUR : Ali Budiardjo, Nugroho, Reksodiputro
LISTING IN RESPECT OF (Business Identification No. 9120016142104)
INDONESIAN LAW

Graha CIMB Niaga, 24" Floor
Jalan Jend. Sudirman Kav. 58
Jakarta 12190

Telephone No.: +62-21250 5125/5136

ISSUING HOUSE AND SHARE :  Tricor Investor & Issuing House Services Sdn Bhd
REGISTRAR (Registration No. (197101000970 (11324-H))

Unit 32-01, Level 32, Tower A
Vertical Business Suite, Avenue 3
Bangsar South

8, Jalan Kerinchi

59200 Kuala Lumpur

Telephone No.: +603-2783 9299
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INDEPENDENT MARKET :  Smith Zander International Sdn Bhd
RESEARCHER (Registration No. 201301028298 (1058128-V))

15-01, Level 15
Menara MBMR

1, Jalan Syed Putra
58000 Kuala Lumpur

Managing Partner: Dennis Tan Tze Wen

(Bachelor of Science (major in Computer Science and minor
in Business Administration) from Memorial University of
Newfoundland, Canada)

Telephone No.: +603-2732 7537

INDEPENDENT VALUER : C H Williams Talhar & Wong (Sabah) Sdn Bhd
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2. PROSPECTUS SUMMARY

This Prospectus Summary only highlights the key information from other parts of this
Prospectus. It does not contain all the information that may be important to you. You
should read and understand the contents of the whole Prospectus prior to deciding on
whether to invest in our Shares.

2.1 PRINCIPAL DETAILS OF IPO

The following details relating to our IPO are derived from the full text of this Prospectus and
should be read in conjunction with that text.

Public Issue Offer for Sale Total
No. of No. of No. of
Shares (1)op Shares OL7 Shares (1o
Malaysian Publict® 51,209,800 5.0 - 51,209,800 5.0

Private placement to 168,790,200 16.5 30,707,700 3.0 199,497,900 19.5
selected investors

220,000,000 21.5 30,707,700 3.0 250,707,700 24.5

Enlarged number of Shares upon Listing 1,023,590,845
IPO Price per Share RM0.62
Market capitalisation upon Listing (based on our IPO Price and enlarged RM634,626,324

number of Shares upon Listing)
Notes:
M Based on our enlarged share capital of 1,023,590,845 Shares after our IPO.
@ 25,604,900 Issue Shares will be set aside for Bumiputera public investors.
Further details of our IPO are set out in Section 4.

In compliance with the Equity Guidelines, our Moratorium Shareholders are not allowed to
sell, transfer or assign any part of their respective shareholdings in our Company for a period
of 6 months from the date of our Listing. In addition, the shares held by the following
shareholders in their respective companies will be placed under moratorium and the following
shareholders are not allowed to sell, transfer or assign their entire shareholdings in the
respective companies for 6 months from the date of our Listing:

(@) Tan Sri Alex Chen, Tan Sri Eddy Chen, Datuk Chen Fook Wah and Liew Mee Ling in
CCSR; and

(b) MKH in Metro Kajang (Oversea) and MKH Plantation.

Further details on the moratorium on our Shares are set out in Section 3.2.

2.2 GROUP STRUCTURE, BUSINESS MODEL AND OPERATIONAL HIGHLIGHTS

Our Company was incorporated in Malaysia under the Companies Act 1965 on 10 August 2004
as a private company limited by shares under the nhame of Detik Merdu Sdn Bhd and is deemed
registered under the Act. On 7 January 2021, we changed our name to MKH Global Plantation
Sdn Bhd. Subsequently, on 1 October 2021, we further changed our name to MKH Qil Palm
(East Kalimantan) Sdn Bhd. On 11 August 2022, our Company was converted into a public
company limited by shares and assumed our present name.
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Our Company’s principal activities are investment holding and management services. Our
Group structure as at LPD is as follows:

>99.99%

100.00%

>99.99%

pT spst”

Hala Maju

PT MKH"" >
<0.01% <0.01%

(€]

Notes:

1)

(©)]

Pursuant to Paragraph 5 of Article 7 of the Indonesian Company Law, both PT MKH
and PT SPS are required to have a minimum of 2 shareholders within 6 months upon
completion of the Acquisition of PT MKH and Acquisition of PT SPS respectively, where
the number of shareholders in both PT MKH and PT SPS reduces below 2. As such,
MKHOP has transferred 1 ordinary share it owns in both PT MKH and PT SPS to Hala
Maju to facilitate the Acquisition of PT MKH and Acquisition of PT SPS. Hala Maju
remains as the shareholder of the 1 ordinary share in both PT MKH and PT SPS to
comply with Paragraph 1 of Article 7 of the Indonesian Company Law. Please refer to
Sections 6.2.2 and 6.2.3 for further details on the Acquisition of PT MKH and Acquisition
of PT SPS.

Represents 1 ordinary share in each PT MKH and PT SPS held by Hala Maju.

Through our subsidiaries, we are principally involved in the cultivation of oil palm and
production and sale of CPO and PK. The principal activities of our subsidiaries are set out in
Section 6.4.

Our Group’s business model is depicted in the diagram below:

Our customers >
Principal market >

Subsidiaries - PT MKH
involved > - PTSPS g
i : FFB (1)
Principal business I . .
activities > Cultivation of oil palm Production of CPO and PK
Principal _ @
Our products > products By-products
- EFB
- Decanter cake
- CPO - Mesocarp fibre
- PK - PK shell
- POME
- Sludge oil

!

- Downstream

refineries

- PK crushing mills

Indonesia
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2.3

2.3.1

Notes:

M Harvested FFB in our plantation estates are sent to our palm oil mill for the production
of CPO and extraction of PK. In addition, we sell harvested FFB to neighbouring palm
oil mills located within 2 to 3 hours of delivery distance, during the period where our
palm oil mill undergoes annual major maintenance.

@ EFB and decanter cake are used as fertiliser at our oil palm plantations, mesocarp fibre
and PK shells are used as fuel for the boilers at our palm oil mill (which are used for
steam and electricity generation), and POME are treated prior to be discharged for land
application in our plantation estates. During the POME treatment process, sludge oil,
which is the residue, will be collected and sold to external customers which can be
used in the production of biodiesel and soaps.

For FYE 2020 to 2023, the sale of CPO was the largest revenue contributor to our Group as it
contributed 79.9%, 85.9%, 87.3% and 91.7% to our Group's revenue, respectively. Our
Group's business activities were largely based in Indonesia.

During the same period, sales derived in Indonesia contributed 88.7%, 96.0%, 100.0% and
100.0% respectively, which was entirely from our plantation business; while sales derived in
Malaysia accounted for 11.3%, 4.0% during FYE 2020 to 2021 and nil during FYE 2022 to
2023 to our Group’s total revenue. The sales derived in Malaysia in FYE 2020 and 2021 were
entirely generated from the trading of building materials. For FYE 2022 and 2023, our Group’s
solely generated revenue from Indonesia and no sales was generated from Malaysia as our
Group had ceased the building materials trading business since 1 January 2021 in preparation
for our Listing.

Further details of our Group and our business model are set out in Sections 6 and 7.

INTERRUPTIONS TO BUSINESS AND OPERATIONS

Save for the temporary interruption to our business operations during the outbreak of the
COVID-19 pandemic leading to several measures being undertaken by our Group to prevent
the outbreak of the virus in our plantation estates, we had not experienced any other
interruptions to our business which had a significant effect on our operations in FYE 2020 to
2023 and up to LPD.

The impact on our Group’s operations, financials, and business and earning prospects
pursuant to the COVID-19 pandemic are described as follows:

Impact to our operations

During the periods of State of Emergency, PSBB, PPKM and PPKM-Mikro (as defined in Section
7.8), agricultural and plantation activities as well as production of agricultural goods were
permitted under a guideline published by the Indonesian Government. As such, our plantation
estates and palm oil mill have been able to operate at full capacity and there have been no
interruptions to our business operations.

We experienced some slight delays in the supply of certain fertilisers and chemicals from our
suppliers during the pandemic due to global supply chain disruptions as a result of lockdown
measures imposed in many countries. Nevertheless, there was no material impact to our
business operations including the FFB yield of our oil palm trees, as our Group advanced our
purchase of fertilisers and chemicals with our suppliers up to 6 months ahead of the planned
usage (from our standard practice of up to 3 months of advanced purchase prior to the
pandemic) to minimise the delays in the receipt of these supplies. While our Group's FFB yield
was declining in the past 3 FYEs from 29.3MT per Ha in FYE 2020 to 26.7MT per Ha in FYE
2021, 23.2MT per Ha in FYE 2022 and improved marginally to 24.1MT per Ha in FYE 2023,
the decline and relatively low in FFB yield was due to lower FFB harvested as a result of heavy
rainfall from the La Nina phenomenon. Further, we experienced some delays in product
collection by our customers, but such delays did not lead to any material impact to our
business operations as the delays were minor and did not result in constraints in our storage
capacity nor disrupt our milling activities. These products have subsequently been collected
by our customers and there was no dispute arising from these delays in product collection by

our customers.
8
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2.3.2

2.4

Save for the abovementioned events, there have been no other interruptions to our business
operations arising from the COVID-19 pandemic.

Impact to our sales, business cash flows, liquidity, financial position and financial
performance

Our sales and financial performance were not impacted by the COVID-19 pandemic as there
was no cancellation of contracts or deferment of contracts. Further, we have been able to sell
our CPO and PK as there have been continuous demand for our products from our customers.
Additionally, there was no material impact or difficulties in the collectability of our trade
receivables within our credit terms. There was also no material impact to our cash flows,
liquidity, financial position and financial performance.

Further details on the impact of COVID-19 pandemic and our measures to commence and
continue operations are set out in Section 7.8.

COMPETITIVE STRENGTHS

Our Directors believe that our business sustainability and future growth is built on the
following competitive strengths:

(@) We have oil palm plantations with a maturity and topographical profile that result in
high FFB yields. As at LPD, our prime mature oil palms are those aged between 10 and
16 years, which made up approximately 94.9% of our total planted area. As a result of
the ideal age profile of our oil palms whereby majority of them are in the early or mid-
years of prime mature stage, as well as the topographical profile of our plantation
estates, we achieved average FFB yields of 29.3MT per Ha, 26.7MT per Ha, 23.2MT per
Ha and 24.1MT per Ha for FYE 2020 to 2023, respectively;

(b) We adopt plantation practices that focus on the efficiency of our plantation
management and quality of our crop. Further, we utilise technology and enhanced
mechanisation to achieve efficient plantation and quality crop. The adoption of these
plantation practices has improved our labour productivity in terms of FFB harvested per
manday as well as the management and operational efficiency of our plantation
activities;

(c) We are well positioned to benefit from optimal conditions for oil palm plantation as our
oil palm plantation estates are located in East Kalimantan, Indonesia which is within
the tropical belt along the equator that has an optimum climate for the cultivation of
oil palm. Further, our plantation estates and palm oil mill are located close to the
provincial capital of East Kalimantan, namely Samarinda; and the financial centre of
Kalimantan, namely Balikpapan;

(d) In our effort to produce sustainable palm oil, we are committed to the preservation of
a healthy ecosystem at our plantation estates via good estate management practices.
Our subsidiaries, namely PT MKH and PT SPS received the ISPO certification in 2017
and 2022, respectively, as a testament to our sustainable plantation practices and
ability to produce sustainable palm oil, which allows our Group to expand the market
acceptance of our products in local market;

(e) We have an experienced key senior management team with strong industry expertise.
Our key senior management team possesses substantial knowledge and exposure in
the oil palm plantation business. The team has played a vital role in promoting our
growth and business expansion, and will continue to contribute to our growth in the
future; and

()  We are well positioned to benefit from growth in the global edible oils market and the
oil palm industry in Indonesia as our CPO and PK are sold to downstream refineries and
PK crushing plants for the production of palm-based edible oils and oleochemical
products. The potential for our future revenue growth is promising in line with the
increasing demand for edible oils and fats globally.

Further details of our competitive strengths are set out in Section 7.14.

9
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2.5

2.6

BUSINESS STRATEGIES

Our business objectives are to maintain sustainable growth and create long-term shareholder
value. To achieve our business objectives, we will implement the following business strategies
over the period of 24 months from the date of our Listing:

(a)

(b)

(0)

(d)

(e)

We plan to expand our oil palm plantation business by acquiring additional land located
in close proximity to our current oil palm plantation estates in Kutai Kartanegara, East
Kalimantan for better coordination of operational and logistics management. As at LPD,
we have identified company(ies) with potential land banks (subject to negotiation and
feasibility study to be conducted) for oil palm plantation in the sub-district of Muara
Kaman, Kutai Kartanegara, East Kalimantan, with an estimated land area of
approximately 5,000.0 Ha with an estimated area for planting of 4,000.0 to 4,500.0 Ha;

We intend to purchase new machinery and equipment to enhance the efficiency of our
FFB harvesting activities and palm oil milling activities for the production of CPO and
PK which will eventually improve the financial performance of our Group;

We plan to expand our processing capabilities and product offerings by producing and
selling CPKO by setting up a PK crushing facility adjacent to our existing palm oil mill,
with a processing capacity of 90MT PK per day, to crush and press PK for extraction
and processing into CPKO, which includes PKE which is a by-product of CPKO from PK
crushing;

We plan to construct new staff quarters using a combination of bricks, concrete and
wood which are safer and less exposed to hazards and refurbish our existing staff
quarters to enhance the living conditions of our workers and their family members as
part of continuous accommodation upgrading initiative; and

We plan to expand the coverage of electricity supply generated through the turbines
at our palm oil mill to other regions of our plantation estates (which are supplied by
electricity generated through diesel generators as at LPD) to reduce our diesel fuel cost
as well as part of our effort for environment conservation.

Further details of our business strategies are set out in Section 7.15.

RISK FACTORS

Before investing in our Shares, you should carefully consider, along with other matters in this
Prospectus, the risk factors as set out in Section 9. Some of the more important risk factors
are summarised below:

(a)

(b)

Our financial performance is subject to the fluctuation in the market prices of CPO and
PK. Any increase in demand for CPO and PK and/or shortage in supply of CPO and PK
tends to result in an increase in the market price of CPO and PK, and vice versa. In the
second half of FYE 2022, our Group’s financial performance was adversely affected by
the decline in our average selling prices of CPO and PK, where the decline was in tandem
with market prices of CPO and PK. The decline in market prices of CPO and PK from May
2022 was due to excessive stock of CPO in Indonesia accumulated during the export ban
on CPO, RBD palm oil, RBD palm olein and used cooking oil implemented by the
Government of Indonesia from 28 April 2022 to 23 May 2022 which subsequently led to
an increase in CPO export after the export ban was lifted. In FYE 2023, our Group's
financial performance was affected due to the decrease in our average selling prices for
CPO and PK. The decrease in our average selling prices for CPO in FYE 2023 was in
tandem with the decrease in global CPO prices, due to lower demand for CPO from China,
India and Europe. Our average selling prices for PK was also in tandem with the decrease
in global PK prices, which generally move in tandem with CPO prices;

It is crucial to harvest sufficient FFB for the production of CPO and extraction of PK to
generate revenue for our Group and FFB yields are generally dependent on several
factors to ensure high FFB yields. Our business growth may be adversely affected if we
fail to continuously improve our FFB yields which could result in stagnant or lower
production of CPO and PK;

10



Registration No.: 200401023680 (662186-D)

2.

PROSPECTUS SUMMARY (Cont'd)

2.7

2.8

(©)

(d)

(e)

Q)

The quality of our CPO is mainly measured by the FFA content whereas the quality of
our PK is measured by the moisture and impurity levels as well as FFA content. If we fail
to continuously maintain the quality of our CPO and PK based on the industry guidelines,
our financial performance may be adversely affected as a result of claims from our
customers;

We are dependent on our Executive Directors and key senior management for continued
success and growth of our business. Any significant or sudden loss of the services of our
Executive Directors and/or key senior management without suitable replacement in a
timely manner may adversely affect our Group’s operations;

We require various licences, approvals and permits for our business operations. Any
failure to renew, maintain or obtain the licences, approvals and permits required for our
business operations may lead to interruptions to our on-going operations, affect the
implementation of any planned capacity expansion and/or affect the demand for our
products, which may adversely affect our business, financial performance and prospects;
and

We are dependent on our major customers which accounted for 88.2%, 95.9% and
99.9% of our total revenue for FYE 2020 to 2022 respectively. In FYE 2023, our Group
only transacted with 4 customers and sales to these 4 customers made up to 100.0% of
our total revenue. This indicates a concentration of our revenue amongst these
customers, and a risk of dependency on them. There is no assurance that we will be able
to continue retaining these customers, or that the volume of purchases from our major
customers will not vary significantly in the future. In the event that there are significant
reductions in purchases from our major customers or a complete loss of any of our major
customers, our financial performance and results of our operations may be adversely
affected.

DIRECTORS AND KEY SENIOR MANAGEMENT

Our Directors and key senior management are as follows:

Name Designation

Directors

Tan Sri Alex Chen Non-Independent Non-Executive Chairman
Tan Sri Eddy Chen Non-Independent Non-Executive Director
Dato’ Lee Khee Meng Executive Director

Chen Wei Chyong Executive Director

Yeo Kiat Seng Non-Independent Non-Executive Director
Leong Sow Yoke Independent Non-Executive Director

Ong Kim Pin Independent Non-Executive Director

Tan Hoe Hing Independent Non-Executive Director

Dr Hasuria Binti Che Omar Independent Non-Executive Director
Yahya Bin Ariffin Independent Non-Executive Director

Key senior management

Tang Hee Teik General Manager of Industrial and Agricultural Development
Tan Soo Hoon Group Financial Controller

Keng Ching Tong Group Company Secretary

Lee Kong Seng Project Manager

Further details of our Directors and key senior management are set out in Section 5.
DIVIDEND POLICY

Our Group intends to recommend and distribute a dividend of at least 50% of our annual
audited consolidated PAT attributable to the owners of our Company from financial year
ending 2024 onwards after taking into account our Group’s working capital requirements,
subject to any applicable law, licence conditions and contractual obligations and provided that
such distribution will not be detrimental to our cash requirements or any plans approved by
our Board.

During FYE 2020 to 2023 and up to LPD, there were no dividends declared and paid to
shareholders of our Company and our subsidiaries.

Further details of our dividend policy are set out in Section 12.18.

11
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Registration No.: 200401023680 (662186-D)

3.

APPROVALS AND CONDITIONS

3.1

3.1.1

3.1.2

APPROVALS AND CONDITIONS
SC

The SC had, vide its letter dated 12 July 2023, approved our IPO and Listing under Section
214(1) of the CMSA, subject to compliance with the following conditions:

No. Details of conditions imposed Status of compliance
(a) M&A Securities and MKHOP to fully comply with the To be complied
requirements of the SC's Equity Guidelines and
Prospectus Guidelines pertaining to the
implementation of our Listing.

In the same letter, the SC had, taken note of our resultant equity structure pursuant to our
Listing under the equity requirement for public listed companies (“"Bumiputera Equity
Requirement”). MKHOP can be regarded as a company with predominantly foreign-based
operations. Accordingly, our Company is exempted from the Bumiputera Equity Requirement.

Further to the above, the SC had, vide its letter dated 22 January 2024 resolved to grant us
an extension of time until 30 April 2024, in accordance with Section 214(1) of the CMSA, to
complete the implementation of our Listing.

The Shariah Advisory Council of the SC had, vide its letter dated 26 March 2024, classified
our Shares as Shariah-compliant based on our audited combined financial statements for FYE
2023.

Bursa Securities

Bursa Securities had, vide its letter dated 16 November 2023, approved our admission to the
Official List of the Main Market and the listing of and quotation for our entire enlarged issued
share capital on the Main Market. The approval from Bursa Securities is subject to the
following conditions:

No. Details of conditions imposed Status of compliance
(a) MKHOP and M&A Securities to make the relevant To be complied
announcements pursuant to Paragraphs 8.1 and 8.2
of Practice Note 21 of the Listing Requirements; and

(b) MKHOP and M&A Securities to furnish Bursa To be complied
Securities with a copy of the schedule of distribution
showing compliance with the public share spread
requirements based on the entire issued share
capital of MKHOP on the first day of listing.
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Registration No.: 200401023680 (662186-D)

3. APPROVALS AND CONDITIONS (Cont’d)

3.2 MORATORIUM ON OUR SHARES

Pursuant to Paragraph 5.29(a), Part II of the Equity Guidelines, our Moratorium Shareholders
will not be allowed to sell, transfer or assign their entire shareholdings in our Company for a
period of 6 months from the date of our Listing ("Moratorium Period").

Details of our Moratorium Shareholders, and their Shares which will be subject to the
abovesaid moratorium, are set out below:

Direct Indirect

Moratorium Shareholders No. of Shares (1)osg No. of Shares (L)
MKH 293,520,019 28.68 (3)X)352,088,963 34.40
Tan Sri Alex Chen 39,582 - (GX6)681,770,357 66.61
Tan Sri Eddy Chen 1,514,692 0.15 ()X")680,640,548  66.50
Datuk Chen Fook Wah 23,336 - ()®8)679,463,457 66.38
Metro Kajang (Oversea) 313,754,301 30.65 - -
MKH Plantation 38,334,662 3.74 - -
CCSR 8,122,849 0.79 ()10671,246,909 65.58
Total 655,309,441 64.02

Notes:

1)

@

3

“

®)

(6

)

(®

©)

(10)

Based on our enlarged share capital of 1,023,590,845 Shares after our IPO.
Less than 0.01%.

Deemed interested by virtue of its shareholdings in Metro Kajang (Oversea).
Deemed interested by virtue of its shareholdings in MKH Plantation.
Deemed interested by virtue of his shareholdings in CCSR.

Deemed interested by virtue of his shareholdings in Lotus Way and shareholdings held
through AllianceGroup Nominees (Tempatan) Sdn Bhd, which are in turn deemed
interested by virtue of their shareholdings in MKH.

Deemed interested by virtue of his shareholdings in AllianceGroup Nominees
(Tempatan) Sdn Bhd held through Liberty Alliance (M) Sdn Bhd, which is in turn
deemed interested by virtue of its shareholding in MKH.

Deemed interested by virtue of his shareholdings in Activest and shareholdings held
through RHB Nominees (Tempatan) Sdn Bhd, which are in turn deemed interested by
virtue of their shareholding in MKH.

Deemed interested by virtue of its shareholdings in MKH.

Deemed interested by virtue of its shareholdings held through HLB Nominees
(Tempatan) Sdn Bhd, RHB Capital Nominees (Tempatan) Sdn Bhd, AllianceGroup
Nominees (Tempatan) Sdn Bhd, UOBM Nominees (Tempatan) Sdn Bhd, Kenanga
Nominees (Tempatan) Sdn Bhd and Amsec Nominees (Tempatan) Sdn Bhd (AmBank
(M) Berhad).

The moratorium has been fully accepted by our Moratorium Shareholders, who have provided
written undertakings that they will not sell, transfer or assign their shareholdings under
moratorium during the Moratorium Period, in accordance with the Equity Guidelines.
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Registration No.: 200401023680 (662186-D)

3.

APPROVALS AND CONDITIONS (Cont’d)

In addition, pursuant to Paragraph 5.30, Part II of the Equity Guidelines, the following
shareholders have given an undertaking to the SC that they will not sell, transfer or assign
any of their respective holdings in the Moratorium Shareholders, namely CCSR, Metro Kajang
(Oversea) and MKH Plantation, which are not listed entities for 6 months from the date of our
Listing:

(@) Tan Sri Alex Chen, Tan Sri Eddy Chen, Datuk Chen Fook Wah and Liew Mee Ling in
CCSR; and

(b) MKH in Metro Kajang (Oversea) and MKH Plantation.

The abovementioned moratorium restrictions are specifically endorsed on the share
certificates representing the Shares under moratorium held by the Moratorium Shareholders
to ensure that our Share Registrar does not register any transfer that contravenes with such
restrictions. In compliance with the restrictions, Bursa Depository will, on our Share Registrar’s
instructions in the prescribed forms, ensure that the trading of these Shares is not permitted
during the Moratorium Period.

The rest of this page is intentionally left blank
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Registration No.: 200401023680 (662186-D)

4, DETAILS OF OUR IPO

4.1 OPENING AND CLOSING OF APPLICATION PERIOD
The Application period will open at 10.00 a.m. on 29 March 2024 and will remain open until
5.00 p.m. on 16 April 2024. LATE APPLICATIONS WILL NOT BE ACCEPTED.

4.2 INDICATIVE TIMETABLE
Events Indicative date
Issuance of this Prospectus/Opening of Application 29 March 2024
Closing of Application 16 April 2024
Balloting of Application 19 April 2024
Allotment/Transfer of IPO Shares to successful applicants 26 April 2024
Date of Listing 30 April 2024
In the event there is any change to the indicative timetable, we will advertise the notice of
changes in a widely circulated English and Bahasa Malaysia daily newspaper in Malaysia, and
make an announcement on Bursa Securities’ website.

4.3 DETAILS OF OUR IPO

4.3.1 Listing scheme

(a) Distribution

Upon completion of the Pre-IPO Reorganisation, MKH together with Metro Kajang
(Oversea) and MKH Plantation collectively hold 758,804,663 MKHOP Shares,
representing 94.4% equity interest. Please refer to Section 6.2 for further details on
our Pre-IPO Reorganisation.

Subsequently, MKH has distributed 82,487,981 MKHOP Shares representing
approximately 10.3% equity interest in our Company to the Entitled Shareholders on
the Entitlement Date. The Distribution was not subject to approval from the
shareholders of MKH.

Upon completion of the Distribution, the total shareholdings of MKH together with
Metro Kajang (Oversea) and MKH Plantation in our Company has reduced to
approximately 84.2%. The Distribution did not have an effect on our issued share
capital as there was no issuance of new Shares.

(b) Public Issue
A total of 220,000,000 Issue Shares, representing approximately 21.5% of our enlarged
share capital are offered at our IPO Price. The Issue Shares shall be allocated in the
following manner:
(i) Malaysian Public
51,209,800 Issue Shares, representing approximately 5.0% of our enlarged
share capital, are reserved for application by the Malaysian Public, to be allocated

via balloting process as follows:

(aa) 25,604,900 Issue Shares, representing approximately 2.5% of our
enlarged share capital, made available to public investors; and

19



Registration No.: 200401023680 (662186-D)

4, DETAILS OF OUR IPO (Cont'd)

(bb) 25,604,900 Issue Shares, representing approximately 2.5% of our
enlarged share capital, made available to Bumiputera public investors.

(ii) Private placement to selected investors

168,790,200 Issue Shares, representing approximately 16.5% of our enlarged
share capital, are reserved for private placement to selected investors.

The basis of allocation of the Issue Shares shall take into account our Board’s intention
to distribute the Issue Shares to a reasonable number of applicants to broaden our
Company’s shareholding base to meet the public spread requirements, and to establish
a liquid and adequate market for our Shares. Applicants will be selected in a fair and
equitable manner to be determined by our Directors.

Upon completion of our Public Issue, our share capital will increase from RM250.8
million comprising 803,590,845 Shares to RM387.2 million comprising 1,023,590,845
Shares. There is no over-allotment or ‘greenshoe’ option that will increase the number
of our IPO Shares.

Our Public Issue is subject to the terms and conditions of this Prospectus.

The rest of this page is intentionally left blank
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Registration No.: 200401023680 (662186-D)

4.

DETAILS OF OUR IPO (Cont'd)

4.3.2

4.3.3

Placement and underwriting arrangements

Our Joint Underwriters will underwrite 51,209,800 Issue Shares made available for application
by the Malaysian Public. The balance 168,790,200 Issue Shares and 30,707,700 Offer Shares
available for application by selected investors will not be underwritten and will be placed out
by our Joint Placement Agents.

Our IPO Shares shall be subject to the clawback and reallocation provisions where any IPO
Shares which are not subscribed by the Malaysian Public will be made available to selected
investors via private placement. In the event of under-subscription of the IPO Shares made
available to selected investors via private placement and subject to the corresponding over-
subscription by the Malaysian Public, the remaining portion will be clawed-back and placed to
the Malaysian Public.

Thereafter, any remaining Issue Shares that are not subscribed for will be subscribed by our
Joint Underwriters based on the terms of the Underwriting Agreement. Our Board will ensure
that any excess IPO Shares will be allocated on a fair and equitable manner.

Minimum and over-subscription

There is no minimum subscription to be raised from our IPO. However, in order to comply
with the public spread requirements of Bursa Securities, the minimum subscription in terms
of the number of IPO Shares will be the number of IPO Shares required to be held by public
shareholders to comply with the public spread requirements as set out in the Listing
Requirements or as approved by Bursa Securities.

In the event of an over-subscription, acceptance of Applications by the Malaysian Public shall
be subject to ballot to be conducted in a fair and equitable manner approved by our Directors.

Under the Listing Requirements, a minimum of 25.0% of our enlarged share capital for which
listing is sought must be in the hands of a minimum of 1,000 public shareholders, each holding
not less than 100 Shares upon our admission to the Main Market. If we fail to meet the said
requirement, we may not be allowed to proceed with our Listing on the Main Market.

In such an event, we will return in full, without interest, all monies paid in respect of all
applications. If any such monies are not repaid within 14 days after we become liable to do
so, the provision of sub-section 243(2) of the CMSA shall apply accordingly. Please refer to
Section 9.3.2 for further details in the event there is a delay in or cancellation of our Listing.

As at LPD, to the best of our knowledge and belief:
(@) there are no substantial shareholder(s), Directors or key senior management of our
Company who have indicated to our Company that they intend to subscribe for our IPO

Shares; and

(b) there are no person(s) who have indicated to our Company that they intend to
subscribe for more than 5.0% of our IPO Shares.
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Registration No.: 200401023680 (662186-D)

4, DETAILS OF OUR IPO (Cont'd)

4.4 SHARE CAPITAL, CLASSES OF SHARES AND RANKINGS
Upon completion of our IPO, our share capital would be as follows:
Details No. of Shares RM
Share capital
As at the date of this Prospectus 803,590,845 250,815,243
To be issued under our Public Issue 220,000,000 136,400,000
Enlarged share capital upon our Listing 1,023,590,845 387,215,243
Our Offer for Sale will not have any effect on our share capital.
As at the date of this Prospectus, we only have one class of shares, being ordinary shares, all
of which rank equally amongst one another.
Our Issue Shares will, upon allotment and issuance, rank equally in all respects with our
existing ordinary shares including voting rights and will be entitled to all rights and dividends
and other distributions that may be declared subsequent to the date of allotment of our Issue
Shares.
Our Offer Shares rank equally in all respects with our existing ordinary shares including voting
rights and will be entitled to all rights and dividends and other distributions that may be
declared subsequent to the date of transfer of the Offer Shares.
Subject to any special rights attaching to any Shares which may be issued by us in the future,
our shareholders shall, in proportion to the amount paid-up on the Shares held by them, be
entitled to share in the whole of the profits paid out by us as dividends and other distributions
and any surplus if our Company is liquidated in accordance with our Constitution.
Each of our shareholders shall be entitled to vote at any of our general meetings in person or
by proxy or by other duly authorised representative. On a poll, every shareholder present in
person or by proxy or other duly authorised representative shall have one vote for each
ordinary share held.

4.5 PURPOSES OF OUR IPO

The purposes of our IPO are as follows:
(@) To enable our Group to raise funds for the purposes specified in Section 4.9 herein;

(b) To gain recognition through our listing status to enhance our reputation and to attract
new and skilled employees particularly in the oil palm plantation industry;

(c) To provide an opportunity for the Malaysian Public to participate in our equity; and

(d) Toenable us to tap into the equity capital market for future fund raising and to provide
us the financial flexibility to pursue future growth opportunities as and when they arise.
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Registration No.: 200401023680 (662186-D)

4, DETAILS OF OUR IPO (Cont'd)
4.6 BASIS OF ARRIVING AT OUR IPO PRICE

Our IPO Price was determined and agreed upon by us and our Adviser, Joint Underwriters

and Joint Placement Agents, after taking into consideration the following factors:

(@)  Our pro forma NA per Share of RM0.55, calculated based on our pro forma NA after
our IPO and utilisation of proceeds as at 30 September 2023 of approximately RM563.2
million and enlarged share capital of 1,023,590,845 Shares upon Listing;

(b) The PE Multiple of our IPO Price of approximately 20.3 times based on our EPS of
approximately 3.05 sen for FYE 2023, calculated based on our PAT of RM31.3 million
for FYE 2023 and our enlarged share capital of 1,023,590,845 Shares upon Listing;

(c)  Our historical financial track record as follows:

FYE 2020 FYE 2021 FYE 2022 FYE 2023

RM’000 RM’'000 RM'000 RM’'000

Revenue 282,324 306,611 315,817 337,981
GP 99,533 140,374 129,869 91,976
PAT 18,690 77,452 60,138 31,254

(d)  Our competitive strengths as set out in Section 7.14; and

(e) Our business strategies and future plans as set out in Section 7.15.

You should note that our market price upon Listing is subject to the vagaries of market forces

and other uncertainties that may affect the price of our Shares. You should form your own

views on the valuation of our IPO Shares before deciding to invest in them. You are reminded
to carefully consider the risk factors as set out in Section 9 before deciding to invest in our

Shares.

4.7 TOTAL MARKET CAPITALISATION UPON LISTING
Based on our IPO Price and enlarged share capital of 1,023,590,845 Shares upon Listing, our
total market capitalisation will be RM634.6 million.

4.8 DILUTION

Dilution is the amount by which our IPO Price exceeds our pro forma NA per Share
immediately after our IPO. The following table illustrates such dilution on a per Share basis:

RM
IPO Price 0.62
Pro forma NA per Share as at 30 September 2023 after our Pre-IPO 0.55
Reorganisation but before our IPO
Pro forma NA per Share as at 30 September 2023 after our Pre-IPO 0.55
Reorganisation, IPO and utilisation of proceeds
Increase in pro forma NA per Share attributable to existing shareholders -
Dilution in pro forma NA per Share to our new public investors 0.07
Dilution in pro forma NA per Share as a percentage of our IPO Price 11.3%
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4.

DETAILS OF OUR IPO (Cont'd)

Further details of our pro forma NA per Share as at 30 September 2023 is set out in Section
14.

In addition to the above, it should be noted that our IPO Price also represents a discount of
approximately 48.8% to the issue price for the Acquisition of PT MKH and Acquisition of PT
SPS of RM1.21 per Share. The said issue price of RM1.21 per Share was derived based on the
revalued NA per Share after accounting for the revaluation of our Group’s plantation assets,
with a discount of approximately 10.8%. Further details are set out in Section 6.2. For
illustrative purposes, based on the issue price of RM1.21 per Share for the Acquisition of PT
MKH and Acquisition of PT SPS, the pro forma NA per Share as at 30 September 2023 is
RMQ0.55, after accounting for our Pre-IPO Reorganisation, IPO and utilisation of proceeds. This
pro forma NA per Share of RM0.55 represents a dilution (as a percentage of the said issue
price of RM1.21) of approximately 54.5%. On the contrary, our IPO Price was determined
based on a combination of factors as set out in Section 4.6, which include other considerations
such as the earnings of our Group.

The rest of this page is intentionally left blank
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Registration No.: 200401023680 (662186-D)

4, DETAILS OF OUR IPO (Cont'd)
4.9 UTILISATION OF PROCEEDS
4.9.1 Public Issue

The estimated gross proceeds from our Public Issue of RM136.4 million will accrue entirely to
us and are planned to be utilised in the following manner:

(1)Estimated
timeframe for

Utilisation of proceeds Notes RM'000 % utilisation

Expansion of land banks for oil palm (a) 42,000 30.8 Within 24 months
plantation

Capital expenditures for existing (b) 10,000 7.3 Within 18 months
plantation lands

Setup of PK crushing facility ) 9,000 6.6 Within 12 months

Refurbishment and/or upkeep of (d) 12,000 8.9 Within 24 months
existing palm oil mill

Capital expenditures for (e) 10,000 7.3 Within 24 months

refurbishment and construction of
workers/staff housing quarters

Capital expenditures to expand ) 10,000 7.3 Within 24 months
coverage of electricity supply

Repayment of loan due to a related (9) 30,000 22.0 Within 6 months
party

Working capital (h) 3,420 2.5 Within 12 months

Estimated listing expenses 0) 9,980 7.3 Immediate

Total 136,400 100.0

Note:

M From the date of our Listing.

Any variations from the amounts budgeted above shall be adjusted towards the proceeds
allocated for items (a) and (c) in the following manner:

(i) Any excess amount from our Public Issue unutilised for any planned utilisation above
shall firstly be reallocated to the planned utilisation under item (a), if required; and

(i)  After (i) above, any remaining unutilised proceeds will then be reallocated to planned
utilisation under item (c), if required.

Where there are any remaining surplus to the earmarked amount for the planned utilisation
above, such surplus will be used as our general working capital. For avoidance of doubt, any
shortfall of the planned utilisation above will be funded via bank borrowings and/or internally
generated funds. Upon completion of our Listing, where applicable and required under the
Listing Requirements, we will seek our shareholders” approval for any material variation to
the intended utilisation of proceeds.

Pending the deployment of the proceeds to be raised from our Public Issue as
aforementioned, the funds will be placed in short-term deposits with financial institutions.
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Registration No.: 200401023680 (662186-D)

4, DETAILS OF OUR IPO (Cont'd)

(a)

Expansion of land banks for oil palm plantation

As at LPD, we own 2 oil palm plantation estates, 1 palm oil mill and 1 jetty in East
Kalimantan, Indonesia. We intend to grow our oil palm plantation business by
expanding our oil palm plantation estates. As such, we plan to acquire additional land
located in close proximity to our current oil palm plantation estates in Kutai
Kartanegara, East Kalimantan for better coordination of operational and logistics
management.

We have allocated RM42.0 million of the proceeds to fully fund the following expansion
of our oil palm plantation estates as well as for oil palm planting activities on the new
land banks:

Description RM’'000
Acquisition of plantation land banks 20,000
Planting activities on the new land banks(" 22,000
Total estimated cost of expansion of land banks 42,000
Note:
M Details of the estimated cost for planting activities on the new land banks are
as follows:
Description Estimated cost
RM’'000
Land clearing and tillage 15,500
Cultivation and field planting of oil palm seedlings 6,500
22,000

As at LPD, our Group’s 2 oil palm plantation estates have a total land area of 18,205.3
Ha, comprising planted area of 17,008.8 Ha, of which 100.0% is mature as detailed in
Section 7.2.1, and unplanted area of 1,196.5 Ha. The unplanted area mainly consists
of palm oil mill, management office, housing, nursery, roads, drains and canals.
Further, all of our Group’s planted oil palm are in young mature phase (age profile of
4 to 9 years) that will soon be entering peak production and prime mature phase (age
profile of 10 to 16 years) that are in their peak production years. As such, replanting
activities are not expected to be undertaken on the said land in near term as most of
our existing oil palms will remain in peak production in near term.

As at LPD, we have identified company(ies) with potential land banks for oil palm
plantation in the sub-district of Muara Kaman, Kutai Kartanegara, East Kalimantan. The
estimated land area is approximately 5,000.0 Ha with an estimated area for planting of
approximately 4,000.0 to 4,500.0 Ha. Subject to the successful negotiation and
feasibility study to the satisfaction of our Group, the expected timeline for such
acquisition is 2" quarter of 2024. As at LPD, we are in the midst of finalising the
negotiation to appoint an independent expert to conduct the said feasibility study such
as climate, humidity and soil condition on the potential land banks for oil palm
plantation. For clarity, the potential land banks comprise mainly unplanted lands where
approximately 3.0% of the land area are planted with oil palms (average age of 2
years) by the local farmers, of which we will take over in the event that the above
proposed acquisition materialises. Upon completion of the acquisition, we will
commence planting of oil palms on the entire area for planting immediately, and we
expect to harvest FFB after 2.5 years from the date of field planting. We also plan to
set up a new palm oil mill within the new plantation estates to process the FFB
harvested from the new plantation estates. As at LPD, the details on the setup of the
new palm oil mill are not available as it is subject to the location and the actual planted
area of the plantation land to be acquired.
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4, DETAILS OF OUR IPO (Cont'd)

Based on the estimated area for planting of 4,500.0 Ha, we expect to harvest additional
FFB in the plantation land after 2.5 years from the date of field planting, details of
which are as follows:

Immature Young mature Prime mature
Year 2.5t0 3 Year 4 to 9 Year 10 to 20
Average FFB to be 27,000 100,500 120,273
harvested per year
(MT)

In the event that the above proposed acquisition materialises, we may recruit
approximately 400 additional general workers with an estimated monthly salary
totalling approximately RM0.4 million (to be funded internally) to carry out the planting
activities at the plantation land. For avoidance of doubt, the plantation land to be
acquired will be either part of the Plasma Programme where at least 20.0% of the total
area will be developed for the local cooperative under the Plasma Programme for our
Group to manage or in any other form or arrangement (such as a profit sharing scheme)
as stipulated under the regulatory framework for plantation business licensing governed
by the President of Indonesia Decree. The profit sharing scheme is based on an agreed
sharing ratio of income or profit between our Group and the local farmers after taking
into account the product selling price, production cost and the needs of the farm
household. Under the profit sharing scheme and subject to further discussion with the
local farmers, a cooperative will be formed by the local farmers as a forum to enter into
a cooperation agreement with our Group where the local farmers will hand over their
plantation land to our Group for development and management and our Group’s
obligations include, amongst others, maintenance of oil palm plantation, harvesting and
marketing of FFB, provision of administrative, management and technical training for
employees and the community in surrounding villages. As at LPD, our Group has not
participated in the Plasma Programme or established any profit sharing scheme
arrangement with the local farmers relating to the aforementioned plantation land.

In the event the above proposed acquisition does not materialise, we will continue to
source for other plantation land which may be an empty land with no oil palms planted,
or a plantation land which has been partially or fully planted with oil palms. The exact
location and size of the plantation land are subject to changes depending on the price
and availability. Once the details of acquisition are decided, we will acquire the company
that owns the land to establish our third oil palm plantation estate on the land. If it is
an empty land with no oil palms planted, we will begin the land preparation and planting
of oil palms immediately after the acquisition and procurement of all the relevant
business licences and permits; if it is a land which has been partially planted with oil
palms, we will continue with the land preparation and planting of oil palms on the
remaining parts of the land immediately after the acquisition and procurement of all
the relevant business licences and permits; and if it is a land which has been fully
planted with oil palms, we will continue to upkeep the oil palms.

We anticipate to complete the land acquisition within 24 months from the date of our
Listing, and followed by land preparation and planting of oil palms immediately after
the acquisition.

We intend to utilise a total of RM42.0 million from the proceeds to be raised from our
Public Issue to fully fund the acquisition of the plantation land or the company that
owns the plantation land, as well as planting and upkeeping of oil palms. If the actual
cost of the above planned utilisation exceeds the earmarked amount, the shortfall will
be funded through bank borrowings and/or internally generated funds.

Please refer to Section 7.15.1 for details of our Group’s expansion of land banks for oil
palm plantation.
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(b)

Capital expenditures for existing plantation lands

We have allocated RM10.0 million to purchase additional machinery and equipment for
our FFB harvesting as well as spare parts for our machinery and equipment, as follows:

Total
No. of estimated
Description Function unit cost
RM’000
Spare parts Replacement parts for our harvesting
machinery and equipment
- Undercarriage 8 1,486
- Main pump Replacement parts for excavatorst® 8 686
- Engine 8 1,828
Crawler dumpers For heavy duty FFB transportation 50 3,900
from field to collection points
Farm ATVs To collect FFB from fields to collection 65 1,300
points
Trailers (attached To collect FFB from collection points 30 800
to trucks) to palm oil mill
10,000

Note:

) As at LPD, our harvesting machinery and equipment that require replacement
are 8 units of excavators.

The machinery and equipment that we intend to purchase for FFB harvesting will be
used to enhance the efficiency and mechanisation of our FFB harvesting activities, as
we will be able to reduce manual transportation of FFB from the field to collection
points, and increase the frequency of FFB transportation from collection points to our
existing palm oil mill, while using less human resources.

Crawler dumper Farm ATV
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()

Trailer (attached to trucks)

As part of our practice, we have implemented continuous monitoring of our harvesting
machinery and equipment and performed maintenance and replacement of spare parts
for our harvesting machinery and equipment based on consideration factors including,
amongst others, the wear and tear conditions of our harvesting machinery and
equipment.

The total estimated cost of purchasing these new machinery and equipment and spare
parts is estimated to be RM10.0 million, which will be fully funded from the proceeds
to be raised from our Public Issue.

The estimated cost for the purchase of additional machinery and equipment was
derived based on suppliers’ quotations. These machinery and equipment and spare
parts will mostly be sourced via local suppliers in Indonesia. Please refer to Section
7.15.2 for the details of the key machinery and equipment as well as spare parts for
our FFB harvesting that we intended to purchase.

Setup of PK crushing facility

We have allocated RM9.0 million to set up a PK crushing facility adjacent to our existing
palm oil mill, with a processing capacity of 90MT PK per day, to crush and press PK for
extraction and processing into CPKO and PKE, a by-product of CPKO from the crushing
of PK. The setup of PK crushing facility includes construction of PK crushing facility
within our existing palm oil mill, purchase and installation of machinery and equipment
as well as 2 CPKO storage tanks with a total capacity of 2,500MT. The expected output
of CPKO and PKE from the PK crushing facility are approximately 40MT CPKO per day
and 45MT PKE per day, respectively.

The rest of this page is intentionally left blank
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The total estimated setup cost of the PK crushing facility is approximately RM14.0
million, of which RM9.0 million will be funded from the proceeds to be raised from our
Public Issue, with RM3.0 million allocated for the construction of PK crushing facility
and RM6.0 million allocated for the purchase and installation of machinery and
equipment and CPKO storage tanks. The remaining RM5.0 million will be funded
through bank borrowings and/or internally generated funds. The total estimated cost
for setup of PK crushing facility are as follows:

(i) Construction of PK crushing facility

Total

estimated Commencement Completion

Description cost date date
RM’'000

Construction works
- Building and internal 1,000 April 2023 February 2024
infrastructure works

- Mechanical and electrical 2,000 August 2023 February 2024
works
3,000

(i) Purchase and installation of machinery and equipment

Total
No. of estimated
Description unit cost Function
RM’000
Purchase and installation
of machinery and
equipment
- PK crushing machine 1 5,300 To crack the shell of PK
- Kernel bunker 2 1,500 To be wused as temporary
storage for PK
- CPKO pipeline 1 400 To deliver CPKO from oil buffer
tank to storage tank
- Electrical works 1 1,100 To integrate the electrical

power supply for machinery
and equipment to be installed

Purchase and installation 2 2,700 To store CPKO
of CPKO storage tanks
11,000

As at LPD, the setup of the PK crushing facility have commenced and completed, of
which we have utilised internally generated funds to finance the said setup. Upon
receipt of proceeds to be raised from our Public Issue, we will use the proceeds
allocated to replenish our internally generated funds.
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The setup of PK crushing facility forms part of our Group’s business strategy to increase
our revenue streams by expanding our processing capabilities and product offerings to
produce CPKO and PKE (a by-product of CPKO from the crushing of PK) for sale to
external customers, using PK extracted from our Group’s FFB which is currently being
sold to our external customers and/or PK purchased from third parties.

The PK crushing facility will be operated and managed by our existing palm oil mill
team, which is led by a project manager that is familiar with both process of crushing
PK and palm oil milling process. If the need arises, we will recruit additional skilled and
competent personnel with relevant knowledge and expertise to enhance our PK
crushing facility operations. We expect to commence operations of the PK crushing
facility by 2" quarter of 2024.

PK crushing machine Kernel bunker

CPKO storage tanks

The setup of the PK crushing facility requires the Building Approval (Persetujuan
Bangunan Gedung), a permit granted by the local authority or central government to
building owners to build, change, expand, reduce, and/or maintain buildings in
accordance with applicable building technical standards. The application for Building
Approval, which was submitted via Building Management Information System on 26
May 2023, has been verified by the said system on 29 May 2023. Our Group has
subsequently in early June 2023 had a consultation with the officer of Ministry of Public
Works and Housing (Kementerian Pekerjaan Umum dan Perumahan Rakyat) and we
have obtained the Building Approval from the local authority on 4 August 2023. In
addition, upon completion of the setup of the PK crushing facility, we are required to
obtain the Feasibility Certificate (Sertifikat Laik Fungsi) from the Investment Office of
One-Door Integrated Services Kutai Kartanegara Regency, a certificate for buildings
that have been completed and have met the technical feasibility requirements
according to the building function. We expect to obtain the Feasibility Certificate by 2"
quarter of 2024, and commence the operations of the PK crushing facility by 2" quarter
of 2024. Please refer to Section 7.15.3 for the further details on the setup of PK crushing
facility.
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(d)

Refurbishment and/or upkeep of existing palm oil mill

We have allocated RM12.0 million to purchase new machinery and equipment to
replace and upgrade some of the existing machinery and equipment in our existing
palm oil mill. This is expected to enhance the efficiency of our palm oil milling activities
and further improve our Group’s OER.

The key machinery and equipment for our palm oil milling activities as well as spare
parts for our machinery and equipment that we intend to purchase are as follows:

Total

No. of estimated

Description Function unit cost

RM’'000

FFB cages To carry FFB for sterilisation process 20 2,000

Fuel storage and To store and transport fuel (i.e. mesocarp 1 1,500
conveyor system fibre and PK shells) for burning in boilers

Kernel silo To store polished palm nuts for drying to 2 1,400

remove moisture content

EFB shredders To shred EFB 4 1,120

Others® Spare parts for the machinery and - 5,980

equipment for palm oil milling activities
12,000

Note:

M Comprises 10 units of machinery and equipment such as EFB pressing machines
and hydrocyclone, all of which are below RM0.3 million per unit, as well as 50
units of various spare parts such as vacuum dryer pump, oil transfer pump,
purifier, nut polishing drum, column system and decanter.

The machinery and equipment that we intend to purchase for palm oil milling activities
will be used to replace and upgrade some of the existing machinery and equipment in
our existing palm oil mill, and the spare parts that we intend to purchase will be used
in the maintenance of our existing machinery and equipment for palm oil milling
activities to upkeep the efficiency of our palm oil milling activities and further improve
our OER from 20.6% (FYE 2023) to approximately 22.0%, which is expected to improve
the financial performance of our Group. The expected improvement in OER is also due
to the intended purchase of additional EFB shredders and EFB pressing machines which
will increase the oil recovered from EFB during the oil recovery process, for mixing with
our CPO. Please refer to Section 7.4.2 for details of the EFB pressing and oil recovery
process. For avoidance of doubt, the purchase of these machinery and equipment
would not affect the efficiency of PK extraction, and the KER would not be affected.

We continuously conduct inspection and maintenance of our machinery and equipment
in each processing station for our palm oil milling activities and undertake certain repair
works and replacement of parts and components to extend their lifespans. The said
machinery and equipment as well as spare parts that are intended to be purchased are
part of our replacement and upgrading plan at our existing palm oil mill based on
consideration factors including, amongst others, the actual usage and conditions of our
machinery and equipment, to ensure safety and smooth operating condition for our
palm oil milling activities. Any faulty machinery and equipment in our palm oil mill will
be replaced after the said inspection.
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(e)

Description

The total estimated cost of purchasing these new machinery and equipment is
estimated to be RM12.0 million, which will be fully funded from the proceeds to be
raised from our Public Issue. These machinery and equipment and spare parts will
mostly be sourced via local suppliers in Indonesia. If the actual cost of the above
planned utilisation exceeds the earmarked amount, the shortfall will be funded through
bank borrowings and/or internally generated funds.

The estimated cost for the purchase of new machinery and equipment was derived
based on suppliers’ quotations. Please refer to Section 7.15.2 for the details on the
refurbishment and/or upkeep of our existing palm oil mill.

Capital expenditures for refurbishment and construction of workers/staff
housing quarters

We have allocated RM10.0 million for the construction of new staff quarters and
refurbishment of existing staff quarters.

We have existing staff quarters constructed in our plantation estates to house our
workers (including harvesters, plantation workers and support personnel) and their
family members. The existing staff quarters are houses constructed fully by wood.
Thus, we intend to refurbish our existing staff quarters to enhance the living conditions
of our workers and their family members as part of our continuous accommodation
upgrading initiative.

As at LPD, our existing staff quarters comprise 383 blocks (2,618 units) of wooden
houses and are fully occupied. We plan to progressively construct 59 blocks (289 units)
of new houses using a combination of bricks, concrete and wood which are safer and
less exposed to hazards.

The total estimated cost for the refurbishment and construction of our existing staff
quarters and construction new staff quarters are as follows:

Total
No. of estimated Commencement Estimated timing
unit cost date for completion

RM’000

Refurbishment of existing 2,618 3,887 October 2023 4% quarter of 2024
staff quarters

Construction
quarters

)

of new staff 289 6,113 October 2023 3™ quarter of 2024
10,000

If the actual cost of the above planned utilisation exceeds the earmarked amount, the
shortfall will be funded through bank borrowings and/or internally generated funds.

Capital expenditures to expand coverage of electricity supply

As at LPD, we use some of our by-products from palm oil milling, namely PK shells and
mesocarp fibre, as fuel for the boilers at our palm oil mill to produce steam for electricity
generation by turbines. The electricity generated is used to power our palm oil mill, as
well as for some domestic consumption in the central region of our plantation estates
namely for staff quarters, offices, school, clinic and street lightings.

Although the turbines located in central region of our plantation estates have the
capacity to generate electricity to power our Group’s facilities in other regions of our
plantation estates, there is no infrastructure to transmit the electricity generated by the
turbines to these regions as at LPD. As such, our Group’s facilities in other regions of
our plantation estates are currently powered by electricity generated through diesel
generators, which incur diesel fuel cost.
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As such, we have allocated RM10.0 million to build the required infrastructure for
transmission of electricity from our turbines to other regions of our plantation estates.
This will involve the construction of 8 mini electrical substations and the purchase and
installation of electrical components such as power cables, step-up and step-down
transformers, and other electrical accessories. We intend to engage a third party
solution provider to carry out these works. With our expanded electricity supply system
in place, we expect to reduce the diesel fuel cost used by the generators in other
regions of our plantation estates of approximately RM3.8 million, RM4.6 million, RM8.6
million and RM11.4 million in FYE 2020 to 2023, which represented 2.1%, 2.8%, 4.6%
and 4.6% of our total cost of sales, respectively. This will promote self-sustainability
and enhance our reputation as we place emphasis on environmental governance and
responsibility.

The total estimated cost to build the required infrastructure for transmission of
electricity are as follows:

(i) Construction of mini electrical substations
Total Estimated Estimated
estimated timing for timing for
Description cost commencement completion

RM’000
Installation, testing and 1,765 2" quarter of 31 quarter of
commissioning works 2024 2025
Construction  works and 76 2" quarter of 3 quarter of
fencing works for 2024 2025
transformer shed

Electrical works (i.e. 237 2" quarter of 4t quarter of
mobilisation, laying and 2024 2024

jointing works) for power
supply from the turbines at
our palm oil mill
2,078

(i) Purchase and installation of electrical components

Total
No. of estimated
Description unit cost Function
RM’000
Power cables 20,000 7,077 For overhead distribution network
meters
Step-up and step- 7 234 To convert high voltage alternating
down current into low voltage alternating
transformers current for power transmission
Cables for step-up 600 281 To connect power source to input
transformers meters terminals of step-up transformers
Other electrical 1,208 330 To support the power distribution
accessories
7,922

If the actual cost of the above planned utilisation exceeds the earmarked amount, the
shortfall will be funded through bank borrowings and/or internally generated funds.
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4.9.2

(9)

(h)

0]

Repayment of loan due to a related party

As at LPD, the outstanding loan owing by us to the related party namely, MKH
Plantation amounted to RM30.0 million. The loan was extended to our Group mainly to
finance the development of PT SPS’ oil palm plantation. RM89.0 million of the loan has
been capitalised by our Company into new Shares under the Capitalisation as set out
in Section 6.2.4, and we have allocated RM30.0 million from the proceeds from our
Public Issue to repay the balance outstanding loan to MKH Plantation, of which the loan
is interest free and repayable on demand.

Upon such repayment, there will be no outstanding loan owing by us to any related
party. Such repayment of outstanding loan to MKH Plantation coupled with the
Capitalisation will improve our Group’s current ratio and net current position (net
current liabilities position as at FYE 2023) as well as gearing level (pro forma effects as
set out in Section 14). Further, our Group'’s operations will be carried out independently
and able to sustain without any financial assistance from MKH Group after our Listing.

Working capital

We have allocated RM3.4 million towards the working capital for existing staff costs
which comprises salaries, bonuses, allowances, statutory social contributions,
employees’ provident fund contributions and employment benefit obligations.

For FYE 2020 to 2023, the staff costs represent approximately 31.6%, 28.3%, 29.6%
and 27.4% of our total administrative expenses respectively.

Estimated listing expenses

An amount of RM10.0 million is allocated to meet the estimated expenses of our Listing.
The following summarises the estimated expenses incidental to our Listing to be borne
by us:

Estimated listing expenses RM’'000
Professional fees(!) 4,750
Underwriting, placement and brokerage fees 4,000
Fees payable to authorities 565
Printing and contingencies® 665

9,980

Notes:

@ Includes advisory/professional fees for, amongst others, our Adviser, solicitors,
reporting accountants, IMR, Independent Valuer and Issuing House.

(@ Other incidental or related expenses in connection with our IPO.

Offer for Sale

The Offer for Sale is expected to raise gross proceeds of approximately RM19.0 million which
will accrue entirely to our Selling Shareholder and is proposed to be utilised for repayment of
loans and borrowings of MKH Group and to defray expenses relating to the Offer for Sale. We
will not receive any of the proceeds relating to the Offer for Sale.

The Selling Shareholder shall bear all of the expenses including placement fee relating to the
Offer Shares, the aggregate of which is estimated to be approximately RM0.5 million.
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4.10 BROKERAGE FEES, PLACEMENT FEES AND UNDERWRITING COMMISSION

4.10.1 Brokerage fees
Brokerage is payable in respect of the Issue Shares at the rate of 1.0% of our IPO Price in
respect of successful applicants which bear the stamp of member companies of Bursa
Securities, member of the Association of Banks in Malaysia, members of the Malaysian
Investment Banking Association or Issuing House.

4.10.2 Placement fees
Our Joint Placement Agents will place out a total of 168,790,200 Issue Shares and 30,707,700
Offer Shares to selected investors.
We will pay our Joint Placements Agent a placement fee of 2.5% of our IPO Price multiplied
by the number of Issue Shares placed out by our Joint Placement Agents.
The placement fee of 2.5% of the value of those Offer Shares placed out by our Joint
Placement Agents will be paid by our Selling Shareholder.

4.10.3 Underwriting commission
Our Joint Underwriters have agreed to underwrite 51,209,800 Issue Shares made available
for application by the Malaysian Public. We will pay our Joint Underwriters an underwriting
commission of 2.5% of our IPO Price multiplied by the number of Issue Shares underwritten
in accordance with the terms of the Underwriting Agreement.

4.11 SALIENT TERMS OF THE UNDERWRITING AGREEMENT

We have entered into the Underwriting Agreement with our Joint Underwriters, M&A
Securities and Kenanga IB, to underwrite 51,209,800 Issue Shares (“Underwritten
Shares”) as set out in Section 4.3.2.

The salient terms in the Underwriting Agreement are as follows:

(i)  the obligation of the Joint Underwriters to underwrite the Underwritten Shares is
conditional on certain condition precedents being satisfied or fulfilled, which includes,
among others:

(a) all necessary approvals remaining in full force and effect and that all conditions
to the approvals (except for any which can only be complied with after our IPO
has been completed) have been complied with;

(b) the Joint Underwriters being satisfied that our Company will, following
completion of our IPO, be admitted to the Official List of Bursa Securities and
its enlarged issued share capital listed and quoted on the Main Market no later
than three (3) months from the date of the Underwriting Agreement unless
mutually agreed to in writing by the parties;
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(c)

(d)

(e)

(f)

there being no occurrence of any event which occurs after the date of the
Underwriting Agreement and on or prior to the closing date (being the last date
for acceptance, application for and payment of subscription monies in respect
of the application for our IPO Shares in accordance with the Prospectus, which
shall not be more than 3 months from the date of the Underwriting Agreement)
("Closing Date") which if it had occurred before the date of the Underwriting
Agreement would have rendered any of the representations, warranties and
undertakings in the Underwriting Agreement untrue or inaccurate;

there not having occurred on or prior to the Closing Date any breach of and/or
failure to perform any of the undertakings by our Company contained in the
Underwriting Agreement;

there not being any investigation, directions or actions by any judicial,
governmental or regulatory authority in relation to our Listing or in connection
with our Group which is still subsisting or unresolved to the satisfaction of the
Joint Underwriters; and

there having been, as at Closing Date, no registration or lodgement of any
amendment, supplement, or replacement to the Prospectus with the SC or the
ROC without the prior written approval of the Joint Underwriters.

(i)  the Joint Underwriters may terminate the Underwriting Agreement and withdraw its
underwriting commitment upon the occurrence of any of the following:

(a)

(b)

()

(d)

(e)

there is any breach by our Company of any of our representations, warranties
or undertakings in the Underwriting Agreement or which is contained in any
certificate, statement or notice under or in connection with the Underwriting
Agreement; or

there is failure on the part of our Company to perform any of our obligations
contained in the Underwriting Agreement and such failure is not rectified by
our Company within three (3) Market Days from our Company’s receipt of the
Joint Underwriters’ written notice requesting rectification of such non-
performance, or such longer period to be mutually agreed by the Joint
Underwriters and our Company; or

there is withholding of information from the Joint Underwriters which is
required to be disclosed pursuant to the Underwriting Agreement which, in the
reasonable opinion of the Joint Underwriters, would have or can reasonably be
expected to have, a Material Adverse Effect on the business or operations of
our Group, the success of our IPO, or the distribution or sale of the Shares
issued or offered under our IPO; or

there shall have occurred, or happened any Material Adverse Effect on the
business or financial condition of our Company or our Group due to or arising
from our Company’s wilful default, negligence, fraud and/or omission; or

any of the resolutions or approvals in the Underwriting Agreement is revoked,
suspended or ceased to have any effect whatsoever, or is varied or
supplemented upon terms that would have or is reasonably likely to have a
Material Adverse Effect; or
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)

(9)

(h)

@)

(k)

0

(m)

any commencement of legal proceedings or action against any member of our
Group or any of their directors, which in the opinion of the Joint Underwriters,
would have or is reasonably likely to have a Material Adverse Effect or make it
impracticable to market our IPO or to enforce contracts to allot and/or transfer
the Shares; or

any one of the Prospectus and the Application Forms (i) having terminated or
rescinded in accordance with its terms; (ii) ceased to have any effects
whatsoever, or (iii) varies or supplemented upon terms and such variation or
supplementation would have or likely to have a Material Adverse Effect; or

any material statements contained in the Prospectus and the Application Forms
has become or been discovered to be untrue, inaccurate or misleading in any
respect, or matters have arisen or have been discovered which would, if any
of the Prospectus and the Application Forms were to be issued at that time,
constitute a material omission therefrom as of LPD of the Prospectus and the
Application Forms; or

there shall have occurred, or happened any Material Adverse Effect on the
business or financial condition of our Company or our Group which is not
attributable to our Company and/or our Group; or

the closing date of the application of our IPO Shares does not occur within
three (3) months from the date of the Underwriting Agreement, subject to the
extension of Closing Date which is approved by the Joint Underwriters; or

our Listing does not take place by 15 May 2024 or such other extended date
as may be agreed in writing by the Joint Underwriters; or

the occurrence of any force majeure event including, but not limited to any
event or series of events beyond the reasonable control of the Joint
Underwriters including (without limitation) acts of government, acts of God
(including, without limitation,  the occurrence of a tsunami and/or
earthquakes), acts of terrorism, strikes, national disorder, declaration of a state
of emergency, lock outs, fire, explosion, flooding, landslide, civil commotion,
sabotage, acts of war, diseases, epidemics, pandemic, the imposition of
lockdowns or similar measures to control the spread of any epidemic or
accidents which has or is likely to have the effect of making any part of the
Underwriting Agreement incapable of performance with its terms or which
prevents the processing of applications and/or payments pursuant to our IPO
or pursuant to the underwriting of the Underwritten Shares; or

any material adverse change, or any development involving a prospective
change, in national or international monetary, financial, economic or political
conditions (including but not limited to conditions on the stock market, in
Malaysia or overseas, foreign exchange market or money market or with regard
to inter-bank offer or interest rates both in Malaysia and overseas) or foreign
exchange controls or currency exchange rates or the occurrence of any
combination of any of the foregoing which would materially prejudice our IPO;
or
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(n)

(0)

()

(9)

(s)

any new law or change in law, regulation, directive, policy or ruling in any
jurisdiction, interpretation or application by the court/authorities which
has/likely to have Material Adverse Effect on our Company or our Group and/or
materially prejudice the business or the operations of our Company or our
Group, the success of our IPO or our Listing or the conditions generally or
which has or is likely to have the effect of making the Underwriting Agreement
incapable of performance in accordance with its terms; or

any imposition of moratorium, suspension or material restriction on trading of
securities on Bursa Securities due to exceptional financial circumstances or
otherwise; or

any material adverse change in financial conditions to include stock market
conditions and interest rates. For this purpose, a material adverse change in
the stock market condition shall mean the FTSE Bursa Malaysia KLCI (“Index”)
has dropped 15% between the Index level on the date of the Underwriting
Agreement and the Closing Date (both dates inclusive) at any point in time
during the date of the Underwriting Agreement date and the Closing Date; or

any government requisition or occurrence of any other nature which materially
and adversely affect or will materially or adversely affect the business,
operations and/or financial position or prospects of our Group or the success
of our IPO; or

in the event that our Listing is withdrawn or not procured or procured but
subject to conditions not acceptable to the Joint Underwriters; or

the Public Issue is stopped or delayed by our Company or any regulatory
authorities for any reason whatsoever (unless such delay has been approved
by the Joint Underwriters),

which, in the reasonable opinion of the Joint Underwriters, would have or can
reasonably be expected to have, a Material Adverse Effect on, and/or prejudice the
business or the operations of our Group, the success of our IPO, or our Listing or market
conditions generally or which has or is likely to have the effect of making any part of
the Underwriting Agreement incapable of performance in accordance with its terms.

For avoidance of doubt, Material Adverse Effect shall mean any material adverse effect,
whether individually or in the aggregate, and whether or not arising in the ordinary
course of business, on any of the following:

(a)

(b)

()

(d)

the condition (financial or otherwise), contractual commitments, general
affairs, management, business, assets, liquidity, liabilities, prospects, earnings,
shareholders’ equity, business undertakings, properties or results of operations
of our Company and/or our Group;

the ability of our Company and/or Selling Shareholder to perform in any respect
its obligations under or with respect to, or to consummate the transactions
contemplated by the Prospectus, any agreements between our Company and
our Joint Underwriters, including the Underwriting Agreement;

the ability of our Company and/or our Group to conduct our businesses as
described in this Prospectus; or

our IPO.
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4.12

TRADING AND SETTLEMENT IN SECONDARY MARKET

Our Shares will be admitted to the Official List of the Main Market and an official quotation
will commence after, among others, the receipt of confirmation from Bursa Depository that
all of our IPO Shares have been duly credited into the respective CDS Accounts of the
successful applicants and the notices of allotment have been issued and despatched to all the
successful applicants.

Pursuant to Section 14(1) of the SICDA, Bursa Securities has prescribed our Shares as
securities to be deposited into the CDS. Following this, we will deposit our Shares directly with
Bursa Depository and any dealings in our Shares will be carried out in accordance with the
SICDA and Depository Rules. We will not issue any share certificates to successful applicants.

Upon our Listing, transactions in our Shares under the book-entry settlement system will be
reflected by the seller's CDS Account being debited with the number of Shares sold and the
buyer's CDS Account being credited with the number of Shares acquired.

Trading of shares of companies listed on Bursa Securities is normally done in “board lots” of
100 shares. Investors who desire to trade less than 100 shares will trade under the odd lot
board. Settlement of trades done on a "ready" basis on Bursa Securities generally takes place
on the second Market Day following the transaction date, and payment for the securities is
generally settled on the second Market Day following the transaction date.

The rest of this page is intentionally left blank
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5. INFORMATION ON PROMOTERS, SUBSTANTIAL SHAREHOLDERS, DIRECTORS
AND KEY SENIOR MANAGEMENT (Contd)

5.1.2 Profiles of Promoters and/or substantial shareholders

Save for the profiles of Tan Sri Alex Chen and Tan Sri Eddy Chen, who are also our Non-
Independent Non-Executive Chairman and Non-Independent Non-Executive Director
respectively, which are set out in Section 5.2.3, the profiles of our other Promoters and/or
substantial shareholders are set out below:

(a) MKH

Name

MKH was incorporated in Malaysia under the Companies Act 1965 on 27 September
1979 as a private company limited by shares and is deemed registered under the Act.
MKH was incorporated under the name of Srijang Bena Sdn Bhd. It was converted into
a public company limited by shares under the name of Metro Kajang Holdings Berhad
on 12 July 1994 and was listed on the Main Board of Kuala Lumpur Stock Exchange
(now known as Main Market) on 18 October 1995. It subsequently assumed its present
name on 1 April 2011. MKH’s principal activities are investment holdings and providing
other management services. Its investment holdings are in real properties and shares
of subsidiaries principally involved in the property development, trading of building
materials, investment holding, provision of management services, building and civil
works contracting and money lending services.

As at LPD, the issued share capital of MKH is RM654,458,655 comprising 586,548,168
ordinary shares (including 9,152,300 treasury shares).

The directors of MKH and their respective shareholdings in MKH as at LPD are as
follows:

Designation/ Direct Indirect
Nationality No. of shares % No. of shares %

Tan Sri Alex Chen Group Executive Chairman/ 277,080 0.05 253,129,658 43.84

Malaysian

Tan Sri Eddy Chen Group Managing Director/ 10,602,844 1.84 (2245,220,987 42.47

Malaysian

Datuk Chen Fook Wah  Deputy Managing Director/ 163,354 0.03 236,981,354 41.04

Malaysian

Jeffrey Bin Bosra Non-Independent Non- - - - -

Executive Director/
Malaysian

Dato’ Lim Hong Shuan  Independent Non-Executive - - - -

Hoon Shat Mei

Lee Pei Yee

Director/

Malaysian

Independent Non-Executive - - - -
Director/

Malaysian

Independent Non-Executive - - - -
Director/

Malaysian

Notes:
a Deemed interested through shares held in CCSR, Lotus Way and AllianceGroup

Nominees (Tempatan) Sdn Bhd. As at LPD, the ultimate beneficial owner of Lotus
Way is Tan Sri Alex Chen, holding the entire equity interest in Lotus Way.
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(€]

(3

Deemed interested through shares held in CCSR and AllianceGroup Nominees
(Tempatan) Sdn Bhd via Liberty Alliance (M) Sdn Bhd. As at LPD, the direct
substantial shareholder of Liberty Alliance (M) Sdn Bhd is Tan Sri Eddy Chen
(99.99%) where the remaining shareholders are Puan Sri Datin Tan Sou Yee
(<0.01%), spouse of Tan Sri Eddy Chen, Chen Wei Jia (<0.01%), Chen Yunn Li
(<0.01%) and Chen Yunn Shin (<0.01%), all 3 of them are daughters of Tan Sri
Eddy Chen.

Deemed interested through shares held in CCSR, RHB Nominees (Tempatan) Sdn
Bhd and Activest. As at LPD, the ultimate beneficial owner of Activest is Datuk
Chen Fook Wah, holding approximately 99.99% equity interest in Activest. The
remaining equity interest (<0.01%) in Activest is held by Chen Wei Sern, son of
Datuk Chen Fook Wabh.

The substantial shareholders of MKH and their respective shareholdings in MKH as at
LPD are as follows:

Country of Direct Indirect
incorporation/
Name Nationality No. of shares % No. of shares %
CCSR Malaysia 56,859,954 9.85 ™179,465,500 31.08
Public Bank Group Officers’ Malaysia 53,352,059 9.24 - -
Retirement Benefits Fund
Tan Sri Alex Chen Malaysian 277,080 0.05 (253,129,658 43.84
Tan Sri Eddy Chen Malaysian 10,602,844 1.84 245,220,987 42.47
Datuk Chen Fook Wah Malaysian 163,354 0.03 236,981,354 41.04

Notes:

1)

(2)

(3)

4

Deemed interested through shares held through HLB Nominees (Tempatan) Sdn
Bhd, RHB Capital Nominees (Tempatan) Sdn Bhd, AllianceGroup Nominees
(Tempatan) Sdn Bhd, UOBM Nominees (Tempatan) Sdn Bhd, Kenanga Nominees
(Tempatan) Sdn Bhd and Amsec Nominees (Tempatan) Sdn Bhd (AmBank (M)
Berhad).

Deemed interested through shares held in CCSR, Lotus Way and AllianceGroup
Nominees (Tempatan) Sdn Bhd. As at LPD, the ultimate beneficial owner of Lotus
Way is Tan Sri Alex Chen, holding the entire equity interest in Lotus Way.

Deemed interested through shares held in CCSR and AllianceGroup Nominees
(Tempatan) Sdn Bhd via Liberty Alliance (M) Sdn Bhd. As at LPD, the direct
substantial shareholder of Liberty Alliance (M) Sdn Bhd is Tan Sri Eddy Chen
(99.99%) where the remaining shareholders are Puan Sri Datin Tan Sou Yee
(<0.01%), spouse of Tan Sri Eddy Chen, Chen Wei Jia (<0.01%), Chen Yunn Li
(<0.01%) and Chen Yunn Shin (<0.01%), all 3 of them are daughters of Tan Sri
Eddy Chen.

Deemed interested through shares held in CCSR, RHB Nominees (Tempatan) Sdn
Bhd and Activest. As at LPD, the ultimate beneficial owner of Activest is Datuk
Chen Fook Wah, holding approximately 99.99% equity interest in Activest. The
remaining equity interest (<0.01%) in Activest is held by Chen Wei Sern, son of
Datuk Chen Fook Wah.
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(b)

()

Datuk Chen Fook Wah
Datuk Chen Fook Wah, a Malaysian aged 68 is our Promoter.

He underwent his secondary education at Kajang High School. In May 2012, he
graduated with a Master of Business Administration from University of Wales.

In January 1973, he began his career as Account Executive in Guthrie Trading Sdn Bhd
where he was responsible for handling day-to-day accounting, maintaining ledger, and
conducting all other accounting activities. He left Guthrie Trading Sdn Bhd in December
1974 and joined Hilton Realty from January 1975 to December 1978, where he was
appointed as Marketing Manager. His responsibilities include overseeing the sales and
marketing portfolio of all kind of residential and commercial properties. He left the
company in December 1978.

In January 1979, he joined CCSR as Field Manager where he was responsible for
overseeing the overall rubber estate and oil palm estate operations. In October 1979,
he joined MKH as Project and Implementation Manager and was subsequently
appointed to the Board of MKH on 25 November 1999. He is currently the Deputy
Managing Director of MKH, a position which he has held since 19 January 2005.

He is currently a member of the Executive Committee of MKH, a position which he was
appointed to since 1999 and also a Director of GK Resort Berhad, a subsidiary of MKH,
a position which he was appointed to since 1983. He was admitted to the Board of
Valuers and Real Estate Agent of Malaysia in 1986.

He is the brother of Tan Sri Alex Chen and Tan Sri Eddy Chen and uncle of Chen Wei
Chyong.

Metro Kajang (Oversea)

Metro Kajang (Oversea) was incorporated in Malaysia under the Companies Act 1965
on 22 July 1993 as a private company limited by shares and is deemed registered under
the Act.

Metro Kajang (Oversea)’s principal activities are investment holding and provision of
treasury management services, with its investment holding in shares of its subsidiary
principally involved in the business of furniture manufacturing.

As at LPD, the issued share capital of Metro Kajang (Oversea) is RM490,000,000

comprising 200,175,000 ordinary shares and 2,550,000 RCPS. Metro Kajang (Oversea)
is a wholly-owned subsidiary of MKH.
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The directors of Metro Kajang (Oversea) and their shareholdings in Metro Kajang
(Oversea) as at LPD are as follows:

Designation/ Direct Indirect
Name Nationality No. of shares % No. of shares %
Tan Sri  Alex Director/ - - (200,175,000 100.00
Chen Malaysian
Tan Sri Eddy Director/ - - (1200,175,000 100.00
Chen Malaysian
Datuk Chen Director/ - - (1200,175,000 100.00
Fook Wah Malaysian
Tan Wan San Director/ - - - -
Malaysian
Note:
O Deemed interested through shares held in MKH.
(d) MKH Plantation

MKH Plantation was incorporated in Malaysia under the Companies Act 1965 on 15
June 2006 as a private company limited by shares and is deemed registered under the
Act. MKH Plantation was incorporated under the name of Global Retreat (MM2H) Sdn
Bhd and assumed its present name on 3 February 2016.

MKH Plantation’s principal activity is investment holding, where its investment is in
shares of its subsidiary, PT SPS, which is principally involved in oil palm plantation.

As at LPD, the issued share capital of MKH Plantation is RM70,670,000 comprising
60,000,000 ordinary shares and 106,700 redeemable convertible preference shares.
MKH Plantation is a wholly-owned subsidiary of MKH.

The directors of MKH Plantation and their respective shareholdings in MKH Plantation
as at LPD are as follows:

Designation/ Direct Indirect
Name Nationality No. of shares % No. of shares %
Tan Sri Alex Chen Director/ - - 160,000,000 100.00
Malaysian
Tan Sri Eddy Chen Director/ - - (160,000,000 100.00
Malaysian
Datuk Chen Fook Director/ - - 160,000,000 100.00
Wah Malaysian
Datuk Wira Hj. Johan Director/ - - - -
Bin Abd Aziz Malaysian
Note:

O Deemed interested through shares held in MKH.
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(e) CCSR

CCSR was incorporated in Malaysia under the Companies Act 1965 on 21 February 1976
as a private company limited by shares and is deemed registered under the Act. CCSR
was incorporated under its present name.

CCSR's principal activity is investment holding, where its investments are of listed and
unlisted shares, with the business activities of the companies mainly in investment
holding.

As at LPD, the issued share capital of CCSR is RM55,550,000 comprising 5,000,000
ordinary shares and 240,000 redeemable non-cumulative preference shares
("RNCPS").

The substantial shareholders and directors of CCSR and their respective shareholdings
in CCSR as at LPD are as follows:

Designation/ Direct Indirect
Name Nationality No. of shares % No. of shares %
Tan Sri Alex Chen  Director/ 1,645,000 32.90 - -
Malaysian
Tan Sri Eddy Chen Director/ 1,592,500 31.85 - -
Malaysian
Datuk Chen Fook  Director/ 1,592,500 31.85 - -
Wah Malaysian
Country of Direct Indirect
Name incorporation No. of RNCPS %  No. of RNCPS %
Ricard Securities Australia 240,000 100.00 - -
Pty Ltd®
Note:

O Ricard Securities Pty Ltd is a firm with an Australian financial services licence that
authorises it to carry on a financial services business to provide financial product
advice and to deal in financial products to retail and wholesale clients.

The substantial shareholder of Ricard Securities Pty Ltd and his shareholdings in Ricard
Securities Pty Ltd as at LPD are as follows:

Designation/ Direct Indirect
Name Nationality No. of shares % No. of shares %
Richard Michael Director/ 100 100.00 - -

Van Cuylenburg Australian
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()

PT Hikmat

PT Hikmat was established in Indonesia by virtue of Deed No. 4 dated 15 November
2017, made before Sri Agustini, S.H., Notary in Jakarta ("Deed of Establishment”).
The Deed of Establishment has been approved by the Minister of Law and Human
Rights ("MOLHR") by \virtue of Decree of the MOLHR No. AHU-
0052855.AH.01.01.TH.2017 dated 22 November 2017.

PT Hikmat's principal activities are investment holding and provision of management
consultancy services.

As at LPD, the issued share capital of PT Hikmat is IDR150,000,000 comprising 300
ordinary shares.

The substantial shareholders and directors of PT Hikmat and their respective
shareholdings in PT Hikmat as at LPD are as follows:

Direct Indirect
Designation/ No. of No. of
Name Nationality shares % shares %
Taufik Nugraha Director/ 150 50.00 - -
Indonesian
Indria Gunawan Commissioner/ 150 50.00 - -
Leman Indonesian

As at LPD, PT Hikmat is our substantial shareholder pursuant to the Acquisition of PT
MKH and Acquisition of PT SPS. However, PT Hikmat will cease to be our substantial
shareholder after our IPO. Please refer to Section 5.1.1 for further details on PT
Hikmat's shareholdings in our Company before and after our IPO.

The rest of this page is intentionally left blank

52



€g

- - 00'S  S/S'08T°0b - - 0S'S  S/5'08T°0b 1eudiH 1d
S€'/8 609'bS6'T0Lery FOT  6¥8°7CT'8 [8°€6  TTL'LLT'S89y) - - ¥SID
- - LL'Y T99'bEE’SE - - LT 920'1LT'LT uonejueld HIW
- - (8T T00'29v'viE - - 00'0F 989'866'16C (esstanQ) bueley 03o
siopjoyadeys [enqueisqns
LE'88 /ST'TLT'0TLen@ -on  9EE'€C [8°€6  TTL'££T'S89() - - YeM 004 usy) jnieq
7988 8VT'8YE'TTL@nw 610 T69'PIS'T [8°€6  TTL'££T'S89() - - usyDd App3 uS uel
99'88 /S0'8/V'TTLaie) -  ¢8S'6E [8°€6  TTL'[LT'S89) - - usyd Xxa|v US uey
v9'Lb  €99'06/'C8E6)e) €S9 610°02S'€6C 9c'Ty  T1/'697'60E6)e) 0S'TS 000°800'9/E HYI
SI9p[oyaJeys [enuelsqns 3 si9jowiodd
()% SoJeys Jo "oN ()% S9Jeys Jo 'oON ()% sa.eys Jo "'ON ©)% Soleys jJo "ON QaweN

30241pux 9u1a J0941pul 2110

»ad113e sy €20T 19quadaq TE€ e sy

- - - - - - - - - - - - JewniH 1d
00°'00T  000°89%'0TT() - - 00'00T 000°89%'0TT() - - 00°00T 000'899'29(,) - - ¥SID
- - - - - - - - - - - - uonejueld HW
- - LTS 000°008'LY - - LTSy 000°008'Lb - - - - (essianQ) bueley onap
siopjoyaleys [enqueisqns
00'00T  000'89%'0TT(9) - - 00°00T 000'89+'0TT() - - 00°00T 00089979 - - Yem 004 uay) nieg
00°'00T  000°89%'0TT() - - 00'00T 000°89%'0TT() - - 00°00T 000'899'C9) - - usyd App3 us uel
00'00T  000'89%'0TT(9) - - 00°00T 000'89+'0TT() - - 00°00T 00089979 - usyd x|y US ue|

00°00T 000'899'C9 HIW

[Ty 000'008'Lbe €L°9S 000'899'79 LT'SH 000°008'Lbwe €L°9S 000'899'79 - -
SlopjoyoaJeys [enuejsqns 3 siojowiold
@% saieys @% S3Ieys % Saleys @% Soleys (% saleys Mm% Saieys swenN
J0 "oN J0 "oN Jo "oN Jo "oN Jo "oN Jo "oN
33.1puI FECYTTY 3o3.1puI 32110 303.1put FECYTTY

€T0T 1dquadaQ TE€ e sy

120T Joquiadaq 1€ 3e sy

020C 12qwad3Q T€ e sy

:ad1 buipaocaud sieaA ¢ jsed sy Joj sbuipjoyaleys aAnRdadsal siapjoyaleys
[21aURISGNS puB SI310WOold Ino Ul 9bueyd ou uaaq Sey 219yl ‘MOjaq Paso|dSIp Se pue z°9 UoI1daS Ul pajielap se uonesiuebiody OdI-2.d 9yl 10} aAes

sBbuipjoyaleys ,siopjoyaieys |erpueisqns pue sidjowold ui sabueyy £1'S

(P,3u0J) INIWIDVNVIW YOINIS AN ANV SYOLOFUIA ‘SYIATOHIYVHS TVILNV.LSENS ‘SUYILOWOUd NO NOILVIWHOLNI 'S

(@-981299) 089£Z0T0#00C :"ON uonensibay




Registration No.: 200401023680 (662186-D)
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Notes:

1)

2

3

Q)]

(5

(6)

()]

(8

©

(10)

(11)

(12)

(13)

(14)

Based on the share capital of 62,668,000 Shares.

Based on the share capital of 110,468,000 Shares after allotment of Shares due to
conversion of 478,000 RCPS into 47,800,000 Shares by Metro Kajang (Oversea), a
wholly-owned subsidiary of MKH, on 30 June 2021. This had resulted in the decrease
in MKH's shareholding in our Company from 100.00% to 56.73% and Metro Kajang
(Oversea) emerged as a substantial shareholder of our Company holding 43.27%.

Based on the share capital of 730,063,894 Shares upon completion of the Share Split
as well as the Acquisition of PT MKH and Acquisition of PT SPS on 29 November 2023
and 20 December 2023, respectively. The Acquisition of PT MKH and Acquisition of PT
SPS had resulted in the decrease in MKH'’s shareholding in our Company from 56.73%
to 51.50%.

After completion of the Pre-IPO Reorganisation and Distribution but before our IPO.
Please refer to Section 6.2 for further details on the Pre-IPO Reorganisation.

Based on the share capital of 803,590,845 Shares after the Pre-IPO Reorganisation and
Distribution but before our IPO.

Deemed interested by virtue of his shareholdings in CCSR.

Deemed interested by virtue of its shareholdings in MKH.

Deemed interested by virtue of its shareholdings in Metro Kajang (Oversea).

Deemed interested by virtue of its shareholdings in MKH Plantation.

Less than 0.01%.

Deemed interested by virtue of his shareholdings in Lotus Way and shareholdings held
through AllianceGroup Nominees (Tempatan) Sdn Bhd, which are in turn deemed
interested by virtue of their shareholdings in MKH.

Deemed interested by virtue of his shareholdings in AllianceGroup Nominees
(Tempatan) Sdn Bhd held through Liberty Alliance (M) Sdn Bhd, which is in turn
deemed interested by virtue of its shareholding in MKH.

Deemed interested by virtue of his shareholdings in Activest and shareholdings held
through RHB Nominees (Tempatan) Sdn Bhd, which are in turn deemed interested by
virtue of their shareholding in MKH.

Deemed interested by virtue of its shareholdings held through HLB Nominees
(Tempatan) Sdn Bhd, RHB Capital Nominees (Tempatan) Sdn Bhd, AllianceGroup
Nominees (Tempatan) Sdn Bhd, UOBM Nominees (Tempatan) Sdn Bhd, Kenanga

Nominees (Tempatan) Sdn Bhd and Amsec Nominees (Tempatan) Sdn Bhd (AmBank
(M) Berhad).
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5.14

5.1.5

Persons exercising control over the corporation

Save for our Promoters as set out in Section 5.1.1, there is no other person who is able to,
directly or indirectly, jointly or severally, exercise control over our Company. As at LPD, there
is no arrangement between our Company and the Promoters and our substantial shareholders
with any third party which may result in a change in control of our Company at a date
subsequent to our Listing.

Amounts or benefits paid or intended to be paid or given to our Promoters or
substantial shareholders

Save for the issuance of our Shares as disclosed in Section 6.1 and aggregate remuneration
and benefits paid or proposed to be paid for services rendered to our Group in all capacities
as disclosed in Section 5.2.5, there are no other amounts or benefits that have been paid or
intended to be paid to our Promoters and substantial shareholders within the 2 years
preceding the date of this Prospectus.

The rest of this page is intentionally left blank

55



9g

uelisAe|e

/10102410 DA1INDDXT
-UON juapuadapur
uelisAe|e

/1010241 9ARND9XT
-UON juapuadapur
ueisAelep

/1010241 9ARND9XT
-UON juapuadapur
ueisAe|ely

/1030241 9ARND9XT
-UoN juspuadapu]
ueisAe|ep

/1030341 9ARN9XT
-UON juspuadapur-uopn
ueisAe|ep|
/10102410 2AINDDXT
uelisAe|e
/10102410 DAINDSXT
ueisAelep|

/10103113 9AIIND9XT

JewQ sy
nuig ewunsey J4d

buiy s0H ue|

uid wry bup

MOA MOS Buoa

Busas ey oA

BuoAyD 1M UBYD
Busy

|yy 997 ,01eQ

0S99 8vS'0¥9'0899)) ST'0  TE9'LIS'T 75°88 8bT'SKE'TTL () 610 T69'VIS'T -UON juspuadspur-uoN uay) App3 US uel
ueisAelep|
Juewdieyd aAIINd9X3
19°99 /SE0LL'T89%))  ~() 785’6€ 99'88 /S0'8/V'CTL()w) -9  C8S'6E -UON JuSpuadspul-UON  uayDd X3y WS uel
o  SoJeys jo "oN % saieys Jo'ON 9 saleys Jo 'ON 9 sa4eys jJo "oN Ajjeuonen saweN

309.1puI

Pad1q

303.1puI

PadIq

OdI 1PUVY(y)

:MO[2q 1IN0 33S aJ4e OdI 4NO Jaye pue a10jaq Auedwo) Jno Ul S1030241Q 4Nno Jo sbuipjoyaJeys ay L

0d]I 9210J9(y)

Juoneubisaqg

sbuipjoyaseys ,s100.11d T'C'S
SJ0LOFUIA (4]
(P.3u0D) LNIWIDVNVIN YOINIS AT ANV SYOLDTUIA ‘SYIATOHIYVHS TVILNVLISENS ‘SUYTLOWOUd NO NOILVWUOINI 'S

(@-981299) 089£Z0T0#00C :"ON uonensibay




LG

"HIW 4O UOneSIUIWPY pue S32IN0Say UewnY
- Jabeue|y |BJBUID) JURISISSY B} Aldawlo) sem BUOAYD 1IN UBYD Seataym ‘HIN JO SJ030a41g SAINIDXT pue Siapjoyaleys [erueisqns alde uay) App3
1US ue] pue uayd Xy 1S ue] "pJeog Jno uo HIA JO SaAneluasaldal a3elodlod ayy ale BUOAYD 19\ UByD pue uayd App3 LIS ue] ‘usy) Xa|v 1S uel
Jopjoyaieys ajes0di0d jJo aaneyuasatday ¢'e's
"uayD App3 1S ue] jo siybnep ale wayl Jo ¢ |8 ‘(%T0"0>) UIYS UUnA udyd pue (%T0"0>) IT uuni usayd “(%T0°0>) eif I9M UdyD ‘uayd
App3 1S ue] jo asnods ‘(94 T10°0>) 99A NOS ue] uneq S uend ale siapjoyaleys bBuluiewal ayy asym (%66°66) UsayD App3 LIS uel s pyg ups
(W) sduel||y Apaqr Jo Jopjoyaleys [eRueIsqns 10241p 3yl ‘ad 38 SY "HMIN Ul Buipjoyaieys syl Jo snuIA AQ psisalaiul pawsap uing Ui St ydiym
‘pug ups () 2duely Aaqr ybnoayy piey pug ups (uejedwsa]) saaulwon dnolsaduel|y ul sbuipjoyaleys siy Jo anUIA AQ pajsalajul pawaa( ©)
*Aepp SN0 Ul 3Sada3ul Ajinba aaiua ayy buipjoy ‘usy) x|y
1S ue] sI Aep\ SN0 JO JSUMO [eDIBUSQ S1ewin 3yl ‘ad] 18 SV "HMIIW Ul sbuipjoyaJeys 419y JO anNMIA AQ pa1saJ4aiul pawaap uln) ul ale Yyoiym
‘pug ups (ueiedwa]) saaulwoN dnodsaouel|y ybnoiyy piay sbuipjoyateys pue Aepn Snjoq Ul sbuipjoyaleys siy JO anMIA AQ paisaJdaiul pawaag ©)
“dSDD ul sbuipjoyaJeys siy Jo anUIA AQ pa1saJajul pawaa( )
"%T0°0 ueyj sso7 (©
'OdI no Jaye saJeys G48°065 €20 T 0 |euded aleys pabiejus syl uo paseg @
'0dI N0 a1042q Ing uonesiuebloay OdI-2.d a3 Jo uonajdwod Jaye saleys 8065’08 Jo |euded aleys ayy uo paseg )
IS9J0N
ueisAelep

/1010241 9A1RND9X3
- - - - - - - - -UON juapuadapur uIgly uig eAyes

%%  SaJ4eys jo 'oN % saJeys Jo 'oN % S2JeyS JO'ON 9,  Sda4eys jo 'ON Anjeuonen aweN
J02.41put ple = X[ Tq] 32941pul 329414 /uoneubisag
OdI ™YY (y) 0OdI 210J94(y)
(P,7u0D2) INIWIDVNVIW YOINIS AT ANV SHOLDFUIA ‘SHIATOHIUVHS TVILNVLISANS ‘SYILOWOYUd NO NOLLVIWIOINI 'S

(@-981299) 089£Z0T0#00C :"ON uonensibay




Registration No.: 200401023680 (662186-D)
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5.2.3 Profiles of Directors

The profiles of our Directors are as follows:

(a)

Tan Sri Alex Chen

Tan Sri Alex Chen, a Malaysian male aged 81, is our Promoter, substantial shareholder
and Non-Independent Non-Executive Chairman and was appointed to our Board on 19
November 2004.

He undergone his secondary education at Sekolah Menengah Jenis Kebangsaan Yu
Hua, Kajang and later completed his higher secondary education at Han Chiang High
School, Penang in 1962.

He began working in 1962 in his family business involving in fruit selling. In 1970, he
ventured into oil palm industry when he invested in a 300-acre oil palm plantation
estate in Tanjung Sepat, Selangor.

After reviving the oil palm plantation, he sold the business in 1973 and later founded
Srijang Bena Sdn Bhd in 1979 to be involved in property development business, which
he had assumed the role as the Managing Director since then. Srijang Bena Sdn Bhd
was later renamed to Srijang Holdings Sdn Bhd and Metro Kajang Holdings Berhad in
1987 and 1994 respectively, and was listed on the Main Board of Kuala Lumpur Stock
Exchange (now known as Main Market) in 1995.

Tan Sri Alex Chen assumed his present position as the Group Executive Chairman of
Metro Kajang Holdings Berhad in 2006. Metro Kajang Holdings Berhad was renamed to
MKH on 1 April 2011. He is responsible for developing overall strategic direction and
overseeing the overall operations of MKH. Through his involvement in property
development and construction, he gained exposure and knowledge in sourcing for
suitable lands for property development.

Under his leadership, MKH acquired SJL Utama Pte Ltd which owned 94.99% equity
interest in PT MKH at that time to venture into oil palm business in Indonesia in 2008.
In 2008, he assumed the role as our Executive Chairman, a position he held until March
2023. As our Executive Chairman, he spearheaded the development of our plantation
from greenfield to brownfield. In March 2023, he was re-designated as our Non-
Independent Non-Executive Chairman, and he continues to play a vital role in our
Group’s business and growth where he provides advice for our Group’s business
operations focusing on strategic matters such as major investment or capital
expenditure and financing decisions.

Over the years, he received the following industry recognised awards and
achievements:

e In 1996, he founded Chin Mooi Education Foundation (now known as Chen Choy
& Chin Mooi Education Foundation).

e In 2013, he was awarded the “Property Man of the Year” by the International Real
Estate Federation (FIABCI) Malaysia.

e In 2017, he was conferred on the "Lifetime Achievement Award for Leadership in
Property Industry and Palm Oil Sector” by the Asian Strategy & Leadership
Institute and the World Chinese Economic Summit.

e Since 2016, he has been the Chairman of the Hulu Langat Chinese Industry &
Commerce Association.

e Since 2022, he has been the Honorary President of the Malaysia-China Chamber
of Commerce.
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(b)

He is the brother of Tan Sri Eddy Chen and Datuk Chen Fook Wah, our Promoters, and
the father of Chen Wei Chyong. Kindly refer to Section 5.2.4(a) for his involvement in
other business activities outside our Group.

Tan Sri Eddy Chen

Tan Sri Eddy Chen, a Malaysian male aged 72, is our Promoter, substantial shareholder
and Non-Independent Non-Executive Director and was appointed to our Board on 19
November 2004.

He graduated with a Bachelor of Business (Marketing) from Monash University,
Australia in 1978. After graduation, he volunteered in student activities and social works
in Australia.

In 1982, he returned to Malaysia and joined the management of Srijang Bena Sdn Bhd
(now known as MKH) as a general manager of property development, where he was
responsible for planning and overall management of mixed property development
projects which comprised residential and commercial properties. He was appointed to
the board of directors of MKH on 31 July 1984, where he was involved in strategic
planning and evaluation of potential property development projects for tabling and
approval by the board of directors of MKH, as well as managing bank borrowings for
property development projects. He has been the Group Managing Director of MKH since
2005 and is responsible for executing strategic direction and operations of various
division within MKH. In 2004, he was appointed as our Executive Director, a position
he held until March 2023. As our Executive Director, he was responsible for executing
strategic directions and operations of our Group. In March 2023, he was re-designated
as our Non-Independent Non-Executive Director, and he continues to contribute his
experiences particularly in evaluation of potential landbanks and negotiation of
financing arrangements for our Group.

He has around 42 years of experience in property development and construction related
businesses. His experience in the industry was recognised through “"REHDA Recognition
Award 2013, REHDA Personality” awarded by Real Estate and Housing Developers’
Association ("REHDA") in 2013, Malaysia’s Top 30 Green Catalysts awarded by
GreenTech Malaysia in 2014, “CEO of the Year” awarded by Construction Industry
Development Board Malaysia (CIDB) in 2015, and Outstanding Property CEO Award
awarded by The Edge Malaysia in 2018.

He presently serves as the Patron of REHDA Malaysia and the Industry Advisor for
Master of Business Administration (Building Management) Programme in Universiti
Tunku Abdul Rahman.

Along with his string of industry recognised awards and achievements, he was also:

President of the Building Management Association of Malaysia (2021 to 2023);
Board of Advisors for Malaysia Shopping Malls Association (2018 to 2022);

Past President of Malaysia Shopping Malls Association (2013 to 2017);

Former Chairman of Perbadanan PR1MA Malaysia under Act 739 (2018 to 2020);
Past President of ASEAN Association for Planning & Housing (2005 to 2007);
National Council member of REHDA Malaysia (1994 to 2020); and

President of REHDA Malaysia (1998 to 2002).
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(c)

He was also an active committee member in various government as well as private
sector organisations that formulate policies governing the housing and real estate
industry:

e  Advisory Council Member of Construction Labour Exchange Centre Berhad (2004
to 2019); and

e Member of PEMUDAH Special Task Force on Kuala Lumpur City Hall (2016 to
2018).

He is the brother of Tan Sri Alex Chen and Datuk Chen Fook Wah, our Promoters, and
the uncle of Chen Wei Chyong. Kindly refer to Section 5.2.4(b) for his involvement in
other business activities outside our Group.

Dato’ Lee Khee Meng

Dato’ Lee Khee Meng, a Malaysian male aged 46, is our Executive Director and was
appointed to our Board on 30 July 2021. He is responsible for overseeing and managing
the overall plantation operations of our Group.

He was granted various scholarships and graduated with a Bachelor of Science
(Honours) in Economics and Management from University of London, United Kingdom
("UK") in 2000. He also undertook and passed several papers in the Certified Credit
Professional examinations from the Institut Bank-Bank Malaysia (now known as Asian
Institute of Chartered Bankers) in 2005 catered for credit professionals in the banking
and finance industry in Malaysia. He has been an international delegate at Indonesia
Palm Oil Conferences since 2012 (except for periods affected by COVID-19), and sits
in various Indonesian think tanks where he regularly shares his views on policies,
initiatives, mechanisation, and innovative practices relevant to the oil palm industry in
the conferences. He has also been a member of the Incorporated Society of Planters
in Malaysia since 2021.

He started his career in corporate banking in Public Finance Berhad (now known as
Public Bank Berhad, a company listed on Main Market) in 2000. He joined the bank
under the 12-month Graduate Trainee Programme, as a Graduate Trainee and was
posted to Corporate Loans Department. Within 10 months, he received early
recognition under the Graduate Trainee Programme where he was promoted to Senior
Officer and was involved in corporate financial analysis, credit assessment and reviews,
credit administration, as well as rehabilitation of financially-troubled companies under
the purview of Pengurusan Danaharta Nasional Berhad Act 1998.

In 2002, he left Public Finance Berhad and joined AXA Affin Assurance Berhad as
Business Analyst in the Corporate Planning and Business Development Department. He
assisted the company’s French headquarters and Malaysian executive management
team to formulate, drive and execute operational strategies and determine the overall
strategic direction of the group. He was involved in executing business improvements
for the group’s services and processes towards achieving operational excellence and
long-term sustainable growth.
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In 2005, he left AXA Affin Assurance Berhad and joined United Overseas Bank
(Malaysia) Berhad as Account Relationship Manager in Commercial Lending Division
where he was responsible for the marketing of the bank’s credit offerings and managing
the processing of credit facility applications.

In 2006, he left United Overseas Bank (Malaysia) Berhad and joined Haus Living
Concepts Sdn Bhd as Chief Financial Officer where he spearheaded and executed
various internal restructuring projects to improve the company’s financial performance.
He also implemented branding exercises and led the company in the participation of
several international furniture fairs that enabled the company to expand its export
markets into China, United Arab Emirates and Europe. He was promoted to Director of
Operations and Finance in 2007 where he was responsible for both operational and
finance matters for local and exports operations in China and UK before he left the
company in 2008.

In 2008, he was accepted into the UK Highly Skilled Migrant Programme and relocated
to Wimbledon Park, London. He worked with property developers from China on various
UK property development projects. He also worked with Lionbridge Technologies LLC
for the provision of legal, financial and technical interpretation services in English,
Mandarin, Malay and Indonesian, where he specialised in projects involving the UK
Home Office and UK National Health Service. After completion of the projects, he
relocated back to Malaysia by 2010.

Upon his relocation back to Malaysia in 2010, he joined RHB Bank Berhad (listed on
Main Market) as Outlet Manager for its new consumer banking direction, which included
de-centralising banking businesses and marketing of bank and loan products to
customers.

In 2011, he left RHB Bank Berhad and joined MKH as Finance Manager where he was
involved in cashflow analysis and projections, commercial loan documentation and
budget review for MKH's Property and Plantation divisions. He was promoted to Senior
Manager of Executive Chairman’s Office in 2012 where he was posted to the Plantation
Division in which he was responsible for the management of oil palm plantation
business which is based in Indonesia. Subsequently in 2013, he was promoted to
General Manager of Industrial and Agricultural Development where he was responsible
for the overall management of the oil palm plantation and operations of palm oil mill,
as well as overseeing the areas of strategic planning, revenue maximisation,
operational efficiencies, community socialisation and liaisons with authorities.

In 2014, he was promoted to Plantation Director and was subsequently transferred to
our Company in 2021 pursuant to an internal restructuring, assuming his current
responsibilities. Over the years, with our Non-Independent Non-Executive Chairman,
they championed for our plantation to be amongst the first batch of pioneers to be
awarded the ISPO certification, and further implemented mechanisation and drone
surveillance systems for efficient and effective crop evacuation works. These practices,
along with other site enhancements, had thereafter improved our harvesting yield and
operational efficiency, thereby improve the financial performances of our Group.

Presently, he does not hold any other directorships in any private and public limited
companies outside our Group.
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(d)

(e)

Chen Wei Chyong

Chen Wei Chyong, a Malaysian female aged 49, is our Executive Director and was
appointed to our Board on 30 July 2021, where she is responsible for overseeing our
Group's overall human resource, administration and IT functions.

She graduated with a Bachelor of Business (Human Resource Management) from
Charles Sturt University, Australia in 2002. In 2003, she obtained a Master of Business
Administration (IT) from Charles Sturt University, Australia.

She began her career in 2002 as Administrative Officer in Cekap Corporation Berhad (a
former subsidiary of MKH) where she was responsible for day-to-day administrative
and accounting tasks while pursuing her Master through part time distance learning. In
2007, she was re-designated to Administrative Executive where her role was extended
to researching for new businesses in addition to her daily tasks. She was subsequently
transferred to Intelek Kekal (M) Sdn Bhd (a subsidiary of MKH) in 2010 where she
assumed the same role. She was promoted to Senior Human Resources and
Administration Executive in 2012 and Human Resources Manager in the same year
where she was responsible for employees’ benefits and payroll matters. She was re-
designated to Manager — Human Resources and Administration in 2015 and promoted
to Senior Manager — Human Resources and Administration in 2016 and Assistant
General Manager — Human Resources and Administration in 2022, all under the Human
Resources and Administration Department in Intelek Kekal (M) Sdn Bhd (a subsidiary
of MKH). Notwithstanding her position being in Intelek Kekal (M) Sdn Bhd, she was
involved in handling the human resources and administrative matters for the group
level of MKH (including the human resources and administrative functions of MKHOP).
In March 2023, she resigned from her position in Intelek Kekal (M) Sdn Bhd (a
subsidiary of MKH) to focus on her role as our Executive Director. As Executive Director
of our Group, she is responsible for our Group’s overall human resource functions which
include talent acquisition, training of employees, setting and maintenance of human
resource policies as well as IT and administration functions.

She is the daughter of Tan Sri Alex Chen and the niece of Tan Sri Eddy Chen who are
members of the Board of our Group. She is also the niece of Datuk Chen Fook Wah,
our Promoter. Kindly refer to Section 5.2.4(c) for her involvement in other business
activities outside our Group.

Yeo Kiat Seng

Yeo Kiat Seng, a Malaysian male aged 63, is our Non-Independent Non-Executive
Director and was appointed to our Board on 11 August 2022. He is also a member of
our Nominating Committee.

His non-independent directorship arises due to his involvement in Jurukur Jitu Runding
as a land surveyor. Jurukur Jitu Runding provides land surveying services to MKH
Group's property development division. For FYE 2020 to 2023, the consideration for the
land surveying services were RM5.7 million, RM2.3 million, RM0.6 million and RMO0.5
million respectively.

He graduated with a degree of Bachelor of Surveying from University of New South
Wales, Australia in 1987. He is registered as a Land Surveyor with the Board of Land
Surveyor, Peninsular Malaysia and has obtained his license to practice since 1994. In
2005, he obtained a Master of Science (Land Administration and Development) from
Universiti Teknologi Malaysia and completed his Intensive Diploma in Qil Palm
Management and Technology from the Institute of Malaysian Plantation and
Commodities in 2010.
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He began his career in 1987 as a Graduate Surveyor in Syarikat Jurukur Konsultant in
which he was responsible for field survey works, survey computation and drafting as
well as management of survey teams.

He left Syarikat Jurukur Konsultant in 1996 and founded Jurukur Jitu Runding, a land
surveying firm registered with the Land Surveyors Board which provides land surveying
services. He oversees the overall operations and growth of the business and provides
strategic guidance and directions to the senior management team. In 2013, he co-
founded Jitu Konsult Sdn Bhd and is responsible for overseeing the overall operations
of the company in the provision of land surveying and land housing development
services. In 2018, he co-founded Jitu Runding Sdn Bhd and is responsible for
overseeing the overall operations of the company in the provision of land surveying
services.

Kindly refer to Section 5.2.4(d) for his involvement in other business activities outside
our Group.

Leong Sow Yoke

Leong Sow Yoke, a Malaysian female aged 64, is our Independent Non-Executive
Director and was appointed to our Board on 20 May 2022. She is the Chairperson of
our Audit and Risk Management Committee.

She was admitted as an Associate of the Chartered Association of Certified Accountants
(now known as Association of Chartered Certified Accountants or "ACCA") in 1986 and
has been a Fellow of the ACCA since 1991. She was admitted as a Registered
Accountant in the Malaysian Institute of Accountants (*MIA") in 1987, and has been a
Chartered Accountant member of MIA since 2001. She has been a Certified Information
Systems Auditor under the Information Systems Audit and Control Association since
2007. She has also been a Chartered Banker by the Asian Institute of Chartered Bankers
and Chartered Banker Institute, UK since 2015.

In 1983, she began her career as Audit Assistant with Azman, Wong, Salleh & Co/Salleh,
Leong, Azlan & Co where she provided financial and IT audit and consultancy services.
She left the firm as Audit Senior/Acting Manager in 1987 and joined the Lion group of
companies as the Head of IT Audit to set up and head the IT audit functions of the

group.

In 1989, she left the Lion Group of Companies and joined Overseas Union Bank
(Malaysia) Berhad as Audit Senior, and was subsequently promoted to Head of Internal
Audit in 1990. She was responsible for overseeing and leading all internal audit
functions in the bank. In 2002, she joined United Overseas Bank (Malaysia) Berhad
following the merger of Overseas Union Bank (Malaysia) Berhad and United Overseas
Bank (Malaysia) Berhad. In 2003, she was promoted to Head of Division, Internal Audit
and assumed similar responsibilities, until she left in 2010.

Thereafter, in the same year, she joined Alliance Bank Malaysia Berhad (listed on Main
Market) as Group Chief Internal Auditor where she was responsible for overseeing the
internal audit function of the group. She retired from Alliance Bank Malaysia Berhad in
2020.
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In 2022, she was appointed as Independent Non-Executive Director of Bangkok Bank
Berhad, a subsidiary of Bangkok Bank Public Company Limited (listed on the Stock
Exchange of Thailand). Bangkok Bank Public Company Limited is one of the largest
commercial banks in Thailand with international branches in 14 countries. It provides
various banking and financial services such as personal banking, business banking,
mortgage lending, credit cards, investment banking, debt securities underwriting and
custodial services.

Kindly refer to Section 5.2.4(e) for her involvement in other business activities outside
our Group.

Ong Kim Pin

Ong Kim Pin, a Malaysian male aged 73, is our Independent Non-Executive Director
and was appointed to our Board on 11 August 2022. He is also a member of our Audit
and Risk Management Committee.

He graduated with a degree of Bachelor of Agricultural Science from University of
Malaya in 1976. In 1982, he obtained a Master of Science majoring in Crop Production
and Physiology from Iowa State University of Science and Technology, United States
of America ("USA").

He began his career in 1976 as Agricultural Officer in the Department of Agriculture of
Malaysia, where he was responsible for compliance with agricultural practices and
regulations in the production of cocoa, coconut and coffee planting materials in Perak.
He took a paid study break in 1980 to pursue his Master of Science majoring in Crop
Production and Physiology in Iowa State University of Science and Technology, USA.
In 1983, he continued his service in the Department of Agriculture of Malaysia with
additional responsibilities in managing and specialising in the production of cocoa,
coconut, coffee seeds and other planting materials.

In 1988, he left the Department of Agriculture and joined Eastern Plantation Agency
(Johor) Sdn Bhd (now known as EPA Management Sdn Bhd), a subsidiary of Kulim
(Malaysia) Berhad, as an Agronomist where he was responsible for assessing,
evaluating and recommending the agronomy practices of oil palm, rubber and cocoa
crop production. In 1996, he was promoted to Comptroller and in 2002, he was further
promoted to Department Director of Research and Development, where he was
responsible for managing research and development activities in the field of agronomy
and on the technical aspects of the production of various plantation crops such as oil
palm, rubber, tea, coffee and banana. He left EPA Management Sdn Bhd in 2007
alongside his retirement.

Since his retirement, he has been a freelance consultant and contracted to conduct
plantation crop advisory, research and feasibility studies, and to provide technical
advisory and training, to several oil palm companies in Malaysia and Indonesia as listed
below:

e 2007 to 2013 : Consulting Advisor (Agronomy) with EPA Management Sdn Bhd)
(a subsidiary of Kulim (Malaysia) Berhad);

e 2012 to 2022 : Consultant (Research and Development) with Sarawak Oil Palms
Berhad (listed on Main Market);

e 2013 to 2014 : Consultant (Planting Advisory and Agronomy Consultancy) for
Unico Desa Plantations Berhad;

e 2015 to 2017 : Consultant (Agronomy Consultancy and Planting Advisory) with
Incasi Raya Group (Indonesia); and

e 2020 to 2022 : Consultant (Agronomy) for Kwantas Corporation Berhad.
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Over the years, he has been actively involved in oil palm associations and discussions
to share his vast knowledge in oil palm plantation:

e 2011 to 2021 : Chairman of Agriculture Research Committee Malaysian Palm Oil
Association (MPOA);

e 2015 to 2022: Council Member of Malaysia Estate Owner Association (MEOA); and

e 2010 to 2012 : Member of Industrial Standard Committee (A) Standard and
Industrial Research Institute of Malaysia (SIRIM).

Kindly refer to Section 5.2.4(f) for his involvement in other business activities outside
our Group.

Tan Hoe Hing

Tan Hoe Hing, a Malaysian male aged 73, is our Independent Non-Executive Director
and was appointed to our Board on 11 August 2022. He is also the Chairperson of our
Remuneration Committee and a member of our Audit and Risk Management Committee
and Nominating Committee.

He graduated with a Bachelor of Agricultural Science from University of Malaya in 1976.
In 1980, he completed his post-graduate diploma in Maize Production from
International Maize and Wheat Improvement Center, Mexico. In 1988, he obtained a
Master of Agriculture in Agriculture (Farm Management) from University of the
Ryukyus, Okinawa, Japan.

He began his career in 1976 as Agriculture Officer in Department of Agriculture of
Malaysia where he was responsible for ensuring all agricultural practices and products
are in compliance with the local regulations and to ensure effective farm operations.
Over the years, he was promoted several times and held the position as the Director
of Paddy, Industrial Crops and Floriculture beginning May 2007, in which he was
responsible for overseeing and providing services on the development of these
agricultural commodities, before he retired in December 2007.

In 2008, he was appointed by Malaysian Agrifood Corporation Berhad as the Vice
President, Standards and Certification where he was responsible for the adoption of
Good Agricultural Practice in corporate owned farms and carrying out farm audits on
suppliers’ farms. He left Malaysian Agrifood Corporation Berhad upon the completion
of the contract period in 2011.

Since 2015, he has been engaged by Cypark Resources Berhad (listed on Main Market)
on several yearly contracts to project manage agricultural integrated solar farm projects
involving the production of high valued crops in solar greenhouses. He also leads a
horticultural team to carry out quality and performance improvement, developing
standard operating procedures and methodology for effective operation under
controlled environment in solar greenhouses.

Presently, he does not hold any other directorships in any private and public limited
companies outside our Group.
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Dr Hasuria Binti Che Omar

Dr Hasuria Binti Che Omar, a Malaysian female aged 58, is our Independent Non-
Executive Director and was appointed to our Board on 11 August 2022. She is also the
Chairperson of our Nominating Committee and a member of our Remuneration
Committee.

In 1990, she graduated with a Bachelor of Arts majoring in Geography from Universiti
Sains Malaysia ("USM"). She pursued further studies and obtained a Master of Arts
(Linguistics — Translation Studies) in 1996, and a Doctor of Philosophy (Ph.D) in
Translation Studies in 2004, both from USM.

She began her career in 1995, where she joined USM as a Language Teacher for the
Centre for Language and Translation, where she was responsible for preparing study
courses and conducting classes on subjects related to language and translation studies.
In 1998, she was promoted to Lecturer in which she was responsible for teaching
undergraduate students and supervising postgraduate students for research and in
mixed-mode study programmes. In 2005, she was promoted to Senior Lecturer, and
her responsibilities expanded to include more research and writing of publications and
supervising postgraduate students for research and in mixed-mode study programmes.
In 2009, she was promoted to Associate Professor, where she was responsible for
leading and coordinating courses and managing research and partnerships with other
educational institutions. She was also responsible for designing and developing a range
of study programmes for undergraduate and postgraduate studies. She retired from
USM in 2022 after 26 years of service.

She also held the following administrative positions in School of Humanities in USM:

e 2007 to 2009 : Chairperson for Malay Language and Translation and Interpretation
Section, School of Humanities; and
e 2013 to 2018 : Deputy Dean (Academic, Students and Alumni).

She has been the Advisor of the Malaysian Association of Sign Language Interpreter
since 2006. She has also been the Vice-President of the Malaysian Translators
Association since 2009, a voluntary professional body established under the auspices
of Dewan Bahasa dan Pustaka (DBP), and assumed her current position as President
of the Malaysian Translators Association on 23 December 2023.

Kindly refer to Section 5.2.4(g) for her involvement in other business activities outside
our Group.

Yahya Bin Ariffin

Yahya Bin Ariffin, a Malaysian male aged 67, is our Independent Non-Executive Director
and was appointed to our Board on 11 August 2022. He is also a member of our Audit
and Risk Management Committee and Remuneration Committee.

He graduated with a Diploma in Agriculture Science from Universiti Pertanian Malaysia
(now known as Universiti Putra Malaysia) in 1979.

He began his career in 1979 as Trainee Assistant on West Estate under a training

scheme for Ketengah Jaya Sdn Bhd in which he was responsible for monitoring daily
harvesting and field operations.
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In 1980, he left Ketengah Jaya Sdn Bhd and joined Kumpulan Guthrie Sdn Bhd (now
known as Sime Darby Berhad, a company listed on Main Market) as Planting Assistant
where he was responsible for assisting in maintenance operation and developing
strategies to improve production. In 1995, he was promoted to Manager where he was
responsible for overseeing plantation operations as well as designing and implementing
strategic agricultural initiatives to increase the production. In 2005, he was promoted
to General Manager of Estate Operations in Central region where his responsibilities
expanded to include coordination with other businesses within the division and to lead
team members to increase efficiency and effectiveness of business strategies. In 2006,
he was seconded to Minamas Plantation, Kalimantan, Indonesia as Acting Senior
General Manager of the Estate Operations, where he was responsible for overseeing
the overall estates & mills operations.

In 2013, he was transferred to Sime Darby Plantation Berhad (listed on Main Market)
as Estate Advisor where he was responsible for providing advisory services on the
overall plantation’s operation and strategic planning to ensure a sustainable business
growth by managing the interests of all stakeholders. He retired from Sime Darby
Plantation Berhad as Estate Advisor in 2017.

Kindly refer to Section 5.2.4(h) for his involvement in other business activities outside
our Group.

The rest of this page is intentionally left blank
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Registration No.: 200401023680 (662186-D)

5.

INFORMATION ON PROMOTERS, SUBSTANTIAL SHAREHOLDERS, DIRECTORS
AND KEY SENIOR MANAGEMENT (Contd)

5.3.2

5.3.3

Key senior management shareholdings

None of our key senior management has any Shares before and after our IPO.

Further, none of our key senior management represents any corporate shareholder on our

Board.

Profiles of key senior management

Save for the profiles of our Executive Directors which are set out in Section 5.2, the profiles
of the other key senior management of our Group are as follows:

(a)

Tang Hee Teik

Tang Hee Teik, a Malaysian male aged 50, is our General Manager of Industrial and
Agricultural Development. He is primarily responsible for overseeing and monitoring
operation works in the plantation and palm oil mill. He also coordinates inter-
department support for sales and marketing activities.

He graduated with a Bachelor of Engineering (Agriculture) from Universiti Putra
Malaysia in 1999. After working for few years in food industries, he obtained his
Professional Engineer qualification in Agricultural branch registered with the Board of
Engineers Malaysia (BEM) from 2005 to 2011. He was also a Member of The Institution
of Engineers Malaysia (IEM) from 2006 to 2011; but discontinued his professional
memberships from the BEM and IEM since 2012 due to his posting as Project Manager
to setup the palm oil mill and jetty in our plantation in Indonesia.

In 1998, he began his career as Production Engineer in Syarikat Thong Guan Trading
Sdn Bhd (a subsidiary of Thong Guan Industries Berhad, a company listed on Main
Market) where he was responsible for ensuring operation safety standards on
production floor. He left Syarikat Thong Guan Trading Sdn Bhd in 2001 and took a short
career break to study Good Manufacturing Practice (GMP) and Hazard Analysis Critical
Control Point (HACCP) in food production. Subsequently, in the same year, he joined
Shuang Hor Enterprise Sdn Bhd as Products and Quality Control Assistant Manager
where he was responsible for the setup of a new department tasked to import products
for repacking.

In 2002, he left Shuang Hor Enterprise (M) Sdn Bhd and joined GAHC Sdn Bhd as an
Assistant Factory Manager. He was later promoted to Factory Manager in 2005, and in
both roles he was responsible for managing the manufacturing activities of the
company. In 2007, he left GAHC Sdn Bhd and joined Cocoaland Industry Sdn Bhd, a
subsidiary of Cocoaland Holdings Berhad (listed on Main Market) until November 2022
as Factory Manager, where his responsibility was extended to overseeing contract
manufacturing activities and leading projects on enhancement of plant productivity. In
2008, he left Cocoaland Industry Sdn Bhd and joined PureCircle Sdn Bhd as Project
Manager, where he was in charge of designing the process flow of the equipment for
a new herbal extraction plant in China. Upon completion of the project, he left the
company in 2009.
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In 2009, he joined Gerak Teguh Sdn Bhd, a wholly-owned subsidiary of MKH, as Project
Manager of Agriculture where he was responsible in leading agricultural research and
strategy development, and he was a part of the pioneer team involved in the
establishment of our Company. In 2010, he was transferred to Intelek Kekal (M) Sdn
Bhd, a wholly-owned subsidiary of MKH and was promoted to Assistant General
Manager of Industrial and Agricultural Development in 2014, where he was responsible
for assisting in overseeing overall plantation activities. In 2017, he was transferred to
MKH Resources to streamline the payroll administration. He was subsequently
promoted to General Manager of Industrial and Agricultural Development in January
2021 where he was responsible for managing the operations of our plantation estates
and palm oil mill. He was transferred to our Company commencing April 2021 pursuant

to an internal restructuring, assuming the position he presently holds.

Kindly refer to Section 5.3.4(a) for his involvement in other business activities outside

our Group.

(b) Tan Soo Hoon

Tan Soo Hoon, a Malaysian female aged 47, is our Group Financial Controller and is
responsible for preparing financial and management reports, yearly budgets and

forecasts, and business plans of our Group.

She graduated with a Bachelor of Accounting from Universiti Malaya in 2001. She has
been a member of the MIA and the Malaysian Institute of Certified Public Accountants

since 2004 and 2006 respectively.

She started her career in 2001 in KPMG PLT as an Audit Assistant, where she assisted
in financial audit engagements for clients. She was promoted to Senior Auditor in 2004,
where she led audit engagements and provided guidance to associates, as well as being
involved in reviewing profit and cash flow forecast and projections as well as preparing
accountant’s reports for clients’ corporate exercises. In 2005, she left KPMG PLT to join
Standard Chartered Bank Malaysia Berhad as Management Information System
Reporting Officer. She was promoted to Management Information System Analytics
Finance Manager in 2006 where she was responsible for carrying out data analysis and
loan impairment analysis under the Credit Department, as well as monitoring the

department’s expenses.

In 2007, she left Standard Chartered Bank Malaysia Bhd and joined LB Aluminium
Berhad (listed on Main Market) as an Accountant where she was responsible for
overseeing the accounts and costing team, preparing the company’s budgets and
financial reporting. In 2010, she left LB Aluminium Berhad and joined Panasonic R&D
Centre Malaysia Sdn Bhd as Finance Assistant Manager, where she was assisted in

managing the accounting, procurement and planning team.

In 2013, she left Panasonic R&D Centre Malaysia Sdn Bhd and joined MKH Resources,
a wholly-owned subsidiary of MKH, as Group Accountant, where she was responsible
for preparing financial statements and consolidation of audit reports, including those of
MKHOP. In 2021, she was transferred to our Company pursuant to an internal
restructuring and was re-designated as the Financial Controller of our Company. In
2022, she was promoted to Group Financial Controller, a position she presently holds.

Presently, she does not hold any directorships in any private and public limited

companies.
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(c) Keng Ching Tong

Keng Ching Tong, a Malaysian male aged 43, is our Group Company Secretary and is
responsible for our Group’s corporate and compliance matters including preparing and

reviewing secretarial matters.

He graduated with a Diploma in Business Studies in Business Administration from Kolej
Tunku Abdul Rahman (now known as Kolej Universiti Tunku Abdul Rahman) in 2002.
In 2004, he completed his Advanced Diploma in Commerce in Business Management
from Kolej Tunku Abdul Rahman. In 2005, he was admitted to Graduateship of The
Institute of Chartered Secretaries and Administrators. In 2007, he was elected as an
Associate with the designation of “Chartered Secretary and Chartered Governance

III

Professional” by the Chartered Governance Institute.

In 2004, he began his career in Cheng & Co Secretarial Sdn Bhd as Secretarial Assistant
where he was responsible for maintaining statutory records of the directors’ and
members’ circular resolutions as well as formation of new companies. In 2005, he left
Cheng & Co Secretarial Sdn Bhd and joined Multi Task Business Consultants Sdn Bhd
as Secretarial Assistant. He was promoted to Senior Secretarial Assistant in January
2008 where he was responsible for advising clients on secretarial matters and statutory
compliances, until he left the company in April 2008. Subsequently, in May 2008, he
joined Symphony Corporatehouse Sdn Bhd as Senior Executive for a short stint until
December 2008, where he was responsible for managing corporate secretarial matters
for multiple private and public listed companies to ensure compliance with the relevant

listing requirements and company acts.

In 2009, he joined Strategy Corporate Secretariat Sdn Bhd as Senior Executive, where
he was responsible for managing corporate secretarial matters for multiple private and
public listed companies and reviewing listing documents to ensure they are in compliant
with the relevant rules and regulations including the listing requirements and the Acts.

He left Strategy Corporate Secretariat Sdn Bhd as Assistant Manager in 2010 and joined
MKH as Assistant Manager of Secretarial where he assisted in managing the secretarial
matters of MKH Group, including those of MKHOP. In 2011, he was transferred to MKH
Resources to streamline the payroll administration. In 2013, he was promoted to
Manager of Secretarial and subsequently promoted to Senior Manager of Secretarial in
2017. He was involved in managing the secretarial as well as corporate and compliance
matters of MKH Group, including those of MKHOP. In 2021, he was transferred to our
Company pursuant to an internal restructuring and assumed the position he presently

holds since 2022.

Presently, he does not hold any directorships in any private and public limited

companies.
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(d) Lee Kong Seng

Lee Kong Seng, a Malaysian male aged 48, is our Project Manager. He is responsible
for conducting feasibility studies for new projects, liaising with consultants and
contractors during project execution, and managing overall project budgets and

delivery times.

He graduated with a Diploma of Electrical/Electronic Engineering from Institut

Teknologi Pertama Malaysia in 1996.

He has over 26 years of experience in the engineering, procurement, construction and
commissioning ("EPCC") of palm oil milling projects for numerous large palm oil
companies in Malaysia, Indonesia, the Philippines and Thailand. He began his career in
1997 as Project Executive in Besteel Berhad where he was involved in palm oil mill
construction projects in Sabah and Sarawak, covering areas related to civil, structural,
mechanical and electrical works. He left Besteel Berhad in 1999 and joined Salcon
Engineering Berhad in 2000 as Project Engineer where he was responsible for the
execution of palm oil mill construction projects in Malaysia and Indonesia, as well as
ensuring timely completion and compliance with the design and technical specifications.

In 2003, he left Salcon Engineering Berhad and re-joined Besteel Berhad as Project
Engineer where he was responsible for managing EPCC projects for palm oil mills based
in Malaysia and Indonesia. In 2008, he left Besteel Berhad and joined Kraftmec Sdn
Bhd as Project Manager where he was responsible for EPCC projects for palm oil mills
based in Indonesia and Thailand. In 2010, he left Kraftmec Sdn Bhd and joined
Perunding HMT Sdn Bhd as Project Manager where he was responsible for the
preparation of tender documents and drawings of palm oil mill construction projects
which includes attending site meetings with clients, liaising with contractors and
suppliers to ensure compliance with contract specifications for projects based in

Malaysia, Philippines and Indonesia.

He left Perunding HMT Sdn Bhd and joined MKH Resources as Project Manager in
January 2021 where he was involved in coordinating the execution of projects
undertaken by MKHOP. He was then transferred to our Company in April 2021 pursuant

to an internal restructuring, assuming the position he presently holds.

Presently, he does not hold any directorships in any private and public limited

companies.
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5.3.5 Key senior management remuneration and benefits

The remuneration of our key senior management including salaries, bonuses, other
emoluments and benefits-in-kind, must be reviewed and recommended by our Remuneration
Committee and subsequently, be approved by our Board.

The aggregate remuneration and material benefits-in-kind (in bands of RM50,000) paid and
proposed to be paid to our key senior management (save for our Directors which are disclosed
in Section 5.2.5) for services rendered in all capacities to our Group for FYE 2022 to FYE 2024
are as follows:

(1)Remuneration band

FYE 2022 FYE 2023 FYE 2024
(Paid) (Paid) (Proposed)

RM’000
Tang Hee Teik 300 - 350 350 - 400 400 — 450
Tan Soo Hoon 200 - 250 250 - 300 250 — 300
Keng Ching Tong 150 - 200 150 - 200 200 — 250
Lee Kong Seng 150 - 200 150 - 200 150 - 200

Note:

@ The remuneration for key senior management includes salaries, bonuses, allowances
and other emoluments.

5.4 BOARD PRACTICE
5.4.1 Board
Our Board has adopted the following responsibilities for effective discharge of its functions:

(@) set corporate values and promote good corporate governance culture within our
Company and our Group, which reinforces ethical, prudent and professional behaviour
to ensure our obligations to shareholders and stakeholders are met;

(b) review and approve management’s proposals for our Group on matters including but
not limited to the overall corporate strategy, business plan, annual budgets and
regulatory plan, and monitor its implementation by management;

(c) review and approve and oversee the implementation of strategic initiatives and
business plans of our Group’s business that support sustainability and long term value
creation and includes strategies on economic, environmental and social and governance
considerations underpinning sustainability;

(d) evaluate, modify (if deemed necessary) and approve modifications to the approved
business plans and annual budgets (including capital expenditure budget) based on a
fair evaluation and robust discussion of the underlying assumptions;

(e) formulate, review, approve and ensure compliance of all major policies of our Group;

(f)  ensure that all members of our Board and the management have the necessary skills

and experience, and there are measures in place to provide for the orderly succession
of our Board members and senior management of our Group;
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(9

(h)

(i)

@

(k)

0

(m)

identify principal business risks faced by our Group and ensure the implementation of
an appropriate internal controls and risk management framework to mitigate and
address such risks;

set the risk appetite within which our Board expects management to operate, and
ensure that there is an appropriate risk management framework and internal controls
to identify, analyse, evaluate, manage and monitor significant financial and non-
financial risks;

establish the appropriate Board sub-committees where required, and be responsible for
all decisions made by the sub-committees;

review the adequacy and integrity of our Group's financial and non-financial reporting,
internal control and management information systems, including systems for
compliance with applicable laws, regulations, rules, directives and guidelines;

review and approve the financial statements encompassing annual audited accounts,
dividend policy, credit facilities from financial institutions and guarantees;

approve the appointment of all external advisers and their related advisory fees subject
to the approved authorised limits; and

carry out or perform such other functions as deemed necessary in the discharge of its
fiduciary duties under the relevant laws, rules and regulations.

In accordance with our Constitution, an election of Directors shall take place each year at the
annual general meeting ("AGM"). At the first AGM of our Company, all our Directors shall
retire from office, and at the AGM in every subsequent year, one-third of our Directors for the
time being, or, if their number is not 3 or a multiple of 3, then the number nearest to one-
third shall retire from office and be eligible for re-election. This is provided always that all
Directors shall retire from office once at least in each 3 years but shall be eligible for re-
election. A retiring Director shall retain office until the close of the meeting at which he retires.

The rest of this page is intentionally left blank
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As at LPD, the details of the date of expiration of the current term of office for each of our
Directors and the period that each of our Directors has served in office are as follows:

Name

Date of
appointment as
Director

Date of expiration
of the current
term in office

Tenure up to LPD

Tan Sri Alex Chen

Tan Sri Eddy Chen

Dato’ Lee Khee Meng

Chen Wei Chyong

Yeo Kiat Seng

Leong Sow Yoke

Ong Kim Pin

Tan Hoe Hing

Dr Hasuria Binti Che

Omar

Yahya Bin Ariffin

19 November 2004

19 November 2004

30 July 2021

30 July 2021

11 August 2022

20 May 2022

11 August 2022

11 August 2022

11 August 2022

11 August 2022

Subject to retirement
by rotation at the
22" AGM in 2027
Subject to retirement
by rotation at the
20™ AGM in 2025
Subject to retirement
by rotation at the
22" AGM in 2027
Subject to retirement
by rotation at the
22" AGM in 2027
Subject to retirement
by rotation at the
21t AGM in 2026
Subject to retirement
by rotation at the
20" AGM in 2025
Subject to retirement
by rotation at the
20" AGM in 2025
Subject to retirement
by rotation at the
21t AGM in 2026
Subject to retirement
by rotation at the
21t AGM in 2026
Subject to retirement
by rotation at the
21t AGM in 2026

The members of our Board are set out in Section 5.2.

19 vyears and 3
month

19 vyears and 3
month

2 years and 7
months

2 years and 7
months

1 vyear and 6
months

1 vyear and 9
months

1 vyear and 6
months

1 vyear and 6
months

1 vyear and 6
months

1 vyear and 6
months

Our Directors who are deemed as Independent Directors, as defined in the Listing
Requirements, shall be subject to re-appointment in the manner described above. Our Group
has adopted all the practices recommended by the MCCG.
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5.4.2 Audit and Risk Management Committee

Our Audit and Risk Management Committee was established by our Board on 27 September
2022. The main function of our Audit and Risk Management Committee is to assist our Board
in fulfilling its responsibility on the oversight of the integrity of our Group’s accounting and
financial reporting matters. Our Audit and Risk Management Committee’s duties and
responsibilities as stated in its terms of reference include, amongst others, the following:

(a) Risk Management

(b)

(i)
(if)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

Develop and inculcate a risk awareness culture within our Group;

Provide input to management regarding our Group’s risk appetite and risk
tolerance;

Provide in-depth governance of risks for our Group;

Review and robustly assess the design, completeness and effectiveness of the
risk management framework relative to our Group’s activities to ensure key risks
are systematically identified, monitored and controlled;

Oversee the key guidelines and policies governing our Group’s significant
processes for risk assessment and risk management;

Report to our Board regarding our Group’s risk exposures, including review risk
assessment model used to monitor the risk exposures and management’s views
on the acceptable and appropriate level of risks faced by our Group’s business
units;

Monitor and ensure the timeliness of and reports on the effectiveness of
corrective action taken;

Ensure resources and systems are in place for the risk management function;
and

Review the implementation and adequacy of our Group’s business continuity
plan.

Internal Controls

0)

(if)

(iii)

Evaluate the overall adequacy and effectiveness of the system of internal control
including IT controls to prevent data breaches and cybersecurity threats, our
Group’s financial, audit and accounting organisations and personnel and our
Group's policies and compliance procedures with respect to business practices,
through a review of the results of work performed by internal and external
auditors and other consultants, where required and discussions with
management;

Provide oversight of sustainability reporting by ensuring the effective
identification, management and reporting of material sustainability matters (i.e.
risks and opportunities) affecting the economic, environmental and social
aspects of our Group'’s businesses towards achievement of sustainability goals
across our Group;

Review the annual statement on risk management and internal control and
sustainability reporting to be published in our Company’s annual report; and
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()

(iv)

Review the whistle-blowing policy and the outcome of any defalcation cases
investigated.

Internal Audit

(i)

(it)

(iif)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

(x)

(i)

(xii)

(xiii)

Mandate the internal audit department or internal audit service providers to
report directly to our Audit and Risk Management Committee;

Review the adequacy of the scope, functions, competency and resources of the
internal audit and compliance functions, and that each function has the
necessary independence and authority to carry out its work, which should be
performed professionally and with impartiality and proficiency;

Review internal audit reports, discuss major findings and deficiencies in internal
controls and ensure that appropriate and prompt remedial action is taken by the
management on lapses in internal controls or procedures that are identified by
internal audit;

Review the results of ad-hoc investigations performed by the internal auditors
and the actions taken relating to those investigations (where applicable);

Review the results of annual assessment performed on the internal audit
function;

Review any difficulties encountered in the course of audit or compliance work,
including any restrictions on the scope of activities or access to required
information;

Review and challenge the internal audit charter, internal audit annual budget,
audit and compliance plans and audit methodology, to the extent applicable and
ensure adequacy of their scopes, robustness in the planning process and
sufficient resources to implement the plans independently and objectively, and
that they have the necessary authority to carry out their work;

Approve the internal audit charter, when applicable, which defines the purpose,
authority, scope and responsibilities of the internal audit function within our
Group;

Approve any appointment or termination of internal audit service provider or
senior staff members of the internal audit function, namely our Head of Internal
Auditor and his/her deputy, if any;

Review the appraisal or assessment of performance of the Head of Internal
Auditor and his/her deputy, if applicable;

Take cognisance of resignations of internal audit staff members and provide the
resigning staff member an opportunity to submit his reasons for resigning;

Direct any special investigations to be carried out by internal audit as and when
necessary and consider the major findings of the internal investigations and
management’s response; and

Review our Audit and Risk Management Committee report to be published in our
Company’s annual report.
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(d) External Audit

(e)

(i)

(if)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

Consider and make recommendations to our Board in relation to the nomination
and re-appointment of the external auditors, audit fees, resignation or dismissal
of the external auditors, by reviewing the engagement, compensation,
performance, qualifications and independence of the external auditors, its
conduct of the annual statutory audit of the financial statements, and the
engagement of external auditors for all other services;

Monitor the effectiveness of the external auditors’ performance and their
independence and objectivity;

Discuss with the external auditors before the audit commences, the nature and
scope of the audit, the audit plan, and ensure co-ordination where more than
one audit firm is involved;

Review major findings raised by the external auditors including the external
auditors’ management letter and management’s responses, including the status
of the previous audit recommendations;

Discuss audit findings arising from the interim and final audits, and any matter
the external auditors may wish to discuss (in absence of management or
executive directors, at least twice a year or where necessary);

Provide a direct line of communication between our Board and the external
auditors;

Review the extent of assistance and co-operation extended by our Group’s
employees to the external auditors, including any difficulties or disputes with
management encountered during the audit;

Review and monitor the provision of non-audit services by the external auditors;
and

Responsible for requiring our Company’s external auditors to submit on a periodic
basis to our Audit and Risk Management Committee a formal written statement
delineating all relationships between the external auditors and our Company,
consistent with International Standard on Auditing (ISA) 260, “Communication
with Those Charged with Governance” modified as appropriate based on the
Malaysian guidelines for auditors independence, and to obtain confirmation from
them that they are and have been, independent throughout the conduct of the
audit engagement.

Compliance

(i)

(i)
(iii)

The adequacy of the processes and systems in place across our Company or
Group to ensure compliance with all laws, regulations and rules established by
all relevant regulatory bodies;

Review all findings arising from any examinations by regulatory authorities;

Obtain updates from our management and our legal counsel regarding
regulatory compliance matters;
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(iv)

(v)

(vi)
(vii)

Review and consider any related party transaction and conflict of interest
situation that may arise within our Company or Group including any transaction,
procedure or course of conduct that raises questions of management integrity;

Review the annual internal and external audit reports on matters relating to
compliance;

Assess the performance of our Heads of Departments on annual basis; and

Consider any material breaches or exposure to breaches of regulatory
requirements, including our Group’s anti-bribery and corruption policy.

(f) Related party transactions and conflict of interest

0)

(it)

Review any related party transactions and conflict of interest situations and
where appropriate, make recommendations to our Board for approval that such
transactions are at arm’s length and are in the best interest of our Group,
including any transaction, procedure or course of conduct that raises questions
of management integrity; and

Review the process used to procure our shareholders’ mandate for recurrent
related party transactions.

(g) Whistleblowing

(i)

(i)

Our Audit and Risk Management Committee shall exercise its powers and carry
out its responsibilities as may be required from time to time under the
Whistleblower Policy and Procedures for our Group; and

Our Audit and Risk Management Committee shall report to our Board any
suspected frauds or irregularities, serious internal control deficiencies or
suspected infringement of laws, rules and regulations which come to its attention
and are of sufficient importance to warrant the attention of our Board.

(h) Other responsibilities

0

(if)

Review and assess the adequacy of the terms of reference (where necessary),
with the assistance of management, the external auditors and legal counsel; and

Perform any other duties as may be mutually agreed by our Audit and Risk
Management Committee and our Board from time to time.

The recommendations of our Audit and Risk Management Committee are subject to the
approval of our Board.

The members of our Audit and Risk Management Committee as at LPD are as follows:

Name Designation Directorship

Leong Sow Yoke Chairperson Independent Non-Executive Director
Ong Kim Pin Member Independent Non-Executive Director
Yahya Bin Ariffin Member Independent Non-Executive Director
Tan Hoe Hing Member Independent Non-Executive Director

Our Nominating Committee will review the composition, performance and effectiveness of our
Audit and Risk Management Committee annually.
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5.4.3 Nominating Committee

Our Nominating Committee was established by our Board on 27 September 2022. The duties
and responsibilities as stated in the terms of reference of our Nominating Committee include
the following:

(a)

(b)

(©)

(d)

(e

Q)

(9)

(h)

0)

identify, evaluate and recommend new candidates to our Board and any Board
committee of our Group based on recommendations from existing Directors,
management or major shareholders and other independent sources. In making its
recommendation, our Nominating Committee shall refer the fit and proper policy and
consider the candidates:

)] age, gender, cultural background, track record, skills, knowledge, expertise and
experience;

(ii)  professionalism, integrity, contribution, performance and time commitment;

(iii) in the case of candidates for the position of Independent Non-Executive
Directors, the candidate’s independence and ability to discharge such
responsibilities/functions as expected from Independent Non-Executive
Directors; and

(iv) other commitment and time available to contribute inputs to our Board.

review on a periodic basis, the appropriate size, a balanced composition with a diverse
mix of skills, knowledge, qualifications, experience, age, cultural background and
gender diversity of our Board in order to ensure its effectiveness in discharging its
duties, and having regard to the MCCG;

assess on a periodic basis the independence of independent directors and that the
Directors and officers of our Group meet the identified independence criteria and are
not disqualified under the relevant regulations;

review and recommend the continuation in office of independent director(s) who
has/have served a cumulative term of nine years as an independent director at our
AGM;

establish and recommend for our Board’s approval, a mechanism for the formal
assessment of the performance of our Board as a whole, our Board committees,
individual Directors, and each member of our Board committees;

identify, evaluate and recommend or approve, as the case may be, the appointment of
key management of our Group;

review succession planning and senior management development, including
nominations to our Board, both executive and non-executive, with a view to ensuring
the continued ability of the organization to compete effectively in the marketplace;

recommend to our Board suitable induction and training programs to ensure our
Directors and Board committee members keep abreast with latest developments and
for the closure of skill gaps;

review and recommend Directors of our Group who are retiring by rotation to be put
forward for re-election taking into consideration of their performance and ability to
contribute to the Board of our Group in terms of knowledge, skills, experience and fit
and proper criteria;
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@)

(k)

The re
The m

Name

ensure that a statement on the activities of the Nominating Committee in the discharge
of its nomination duties for the financial year is included in our Company’s annual
report; and

carry out such other responsibilities as may be delegated by our Board from time to
time and such other matters as the Nominating Committee considers appropriate.

commendations of our Nominating Committee are subject to the approval of our Board.
embers of our Nominating Committee as at LPD are as follows:

Designation Directorship

Dr Hasuria Binti Che Omar  Chairperson Independent Non-Executive Director
Tan Hoe Hing Member Independent Non-Executive Director
Yeo Kiat Seng Member Non-Independent Non-Executive

5.4.4 Remu

Director

neration Committee

Our Remuneration Committee was established by our Board on 27 September 2022. The

duties

and responsibilities as stated in the terms of reference of our Remuneration Committee

include the following:

(a)

(b)

()

(d)

(e)

Q)

(9

assist our Board in determining the policy and structure for the compensation of Non-
Executive Directors and remuneration of the Executive Directors and key management
of our Group against each individual’s responsibility and seniority;

review and approve annual salary increments and bonuses of Executive Directors and
Senior Executives of our Group based on each individual Director’s and Senior
Executives individual performance and Company’s operating results;

recommend to our Board the remuneration of our Executive Directors in all its forms,
comparable within the industry and with comparable companies and drawing from
outside advice as necessary;

in the case of Non-Executive Directors, the determination of their remuneration is a
matter for our Board as a whole and the level of remuneration reflects the experience
and level of responsibility undertaken by the particular Non-Executive Director
concerned;

ensure that the levels of remuneration for Executive Directors are structured according
to the skills, experience and performance of the Executive Directors in order to attract,
retain and motivate the Executive Directors to run our Group in ways that enhance our
Group's long-term profitability and value;

recommend the appointment and promotion of senior executives within our Group,
determine their salaries and recommend salary increments and bonuses; and

assist our Board in making disclosures concerning the activities of the Remuneration
Committee in the discharge of its duties for the financial year, to be included in our
Company's annual report.

The recommendations of our Remuneration Committee are subject to the approval of our

Board.
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The members of our Remuneration Committee as at LPD are as follows:

Name Designation Directorship

Tan Hoe Hing Chairperson Independent Non-Executive Director
Dr Hasuria Binti Che Omar  Member Independent Non-Executive Director
Yahya Bin Ariffin Member Independent Non-Executive Director

5.5 RELATIONSHIPS AND/OR ASSOCIATIONS

Save as disclosed below, there are no associations and family relationships between our
Promoters, Directors, substantial shareholders and key senior management as at LPD:

(a)
(b)
(0)
(d)

(e)

Q)
(9)
(h)

Tan Sri Alex Chen, Tan Sri Eddy Chen and Datuk Chen Fook Wah are brothers;
Tan Sri Alex Chen and Chen Wei Chyong are father and daughter;
Tan Sri Eddy Chen and Datuk Chen Fook Wah are uncles of Chen Wei Chyong;

Tan Sri Alex Chen, Tan Sri Eddy Chen and Datuk Chen Fook Wah are the Executive
Directors and substantial shareholders of MKH;

Tan Sri Alex Chen, Tan Sri Eddy Chen and Datuk Chen Fook Wah are the directors and
substantial shareholders of CCSR;

Metro Kajang (Oversea) is a wholly-owned subsidiary of MKH;
MKH Plantation is a wholly-owned subsidiary of MKH; and

Tan Sri Alex Chen, Tan Sri Eddy Chen and Datuk Chen Fook Wah are the directors of
Metro Kajang (Oversea).

5.6 EXISTING OR PROPOSED SERVICE AGREEMENTS

As at LPD, there are no existing or proposed service agreements entered into between our
Company with any Directors; or between any companies within our Group with any key senior
management.

5.7 DECLARATION FROM PROMOTERS, DIRECTORS AND KEY SENIOR MANAGEMENT

As at LPD, none of our Promoters, Directors or key senior management is or has been involved

in any

(a)

(b)

©

of the following (whether in or outside Malaysia):

in the last 10 years, a petition under any bankruptcy or insolvency laws was filed (and
not struck out) against such person or any partnership in which such person was a
partner or any corporation of which he/she was a Director or a member of key senior
management;

disqualified from acting as a Director of any corporation, or from taking part directly or
indirectly in the management of any corporation;

in the last 10 years, charged or convicted in a criminal proceeding or is a named subject
of a pending criminal proceeding;
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(d) inthe last 10 years, any judgment that was entered against such person, or finding of
fault, misrepresentation, dishonesty, incompetence or malpractice on his/her part,
involving a breach of any law or regulatory requirement that relates to the capital

market;

(e) inthe last 10 years, such person was the subject of any civil proceeding, involving an
allegation of fraud, misrepresentation, dishonesty, incompetence or malpractice on

his/her part that relates to the capital market;

(f)  being the subject of any order, judgment or ruling of any court, government, or
regulatory authority or body temporarily enjoining him/her from engaging in any type

of business practice or activity;

(9) inthe last 10 years, such person has been reprimanded or issued any warning by any
regulatory authority, securities or derivatives exchange, professional body or

government agency; and

(h)  has any unsatisfied judgment against such person.

The rest of this page is intentionally left blank
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6.1 INFORMATION ON OUR COMPANY
Our Company was incorporated in Malaysia under the Companies Act 1965 on 10 August 2004
as a private company limited by shares under the name of Detik Merdu Sdn Bhd and is deemed
registered under the Act. On 7 January 2021, we changed our name to MKH Global Plantation
Sdn Bhd. Subsequently, on 1 October 2021, we further changed our name to MKH Oil Palm
(East Kalimantan) Sdn Bhd. On 11 August 2022, our Company was converted into a public
company limited by shares and assumed our present name.
Our Company’s principal activities are investment holding and management services.
Through our subsidiaries, we are principally involved in the cultivation of oil palm and
production and sale of CPO and PK. The principal activities of our subsidiaries are set out in
Section 6.4.
There has been no material change in the manner in which we conduct our business or
activities since our incorporation and up to LPD. Please refer to Section 7.1 for detailed
information of our Group's history.
As at LPD, our issued share capital is RM250.82 million comprising 803,590,845 Shares. The
movements in our share capital since the date of our incorporation are set out below:
(a) Ordinary shares
No. of
Shares Consideration/
Date of allotment allotted Type of issue Cumulative share capital
RM No. of Shares
10 August 2004 2 RM2/ 2 2
Subscriber’s shares
16 August 2006 99,998 RM99,998/ 100,000 100,000
Cash
28 September 2018 26,561,050 RM26,561,050/ 26,661,050 26,661,050
Otherwise than cash
28 September 2018 38,950 RM38,950/ 26,700,000 26,700,000
Cash
23 September 2019 4,685 RM4,685/ 26,704,685 26,704,685
Cash
23 September 2019 35,963,315 RM35,963,315/ 62,668,000 62,668,000
Otherwise than cash
30 June 2021 47,800,000 Nil/ 110,468,000 110,468,000
Redemption and conversion of
478,000 RCPS by way of a fresh
issue
26 September 2023 - (RM30,000,000)/ 80,468,000 110,468,000
Capital reduction
29 November 2023 552,340,000 Nil/ 80,468,000 662,808,000
Share Split
20 December 2023 44,227,859 RM53,515,709/ 133,983,709 707,035,859

Allotment of shares pursuant to
the Acquisition of PT MKH
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No. of
Shares Consideration/
Date of allotment allotted Type of issue Cumulative share capital
RM No. of Shares
20 December 2023 23,028,035 RM27,863,922/ 161,847,631 730,063,894

Allotment of shares pursuant to
the Acquisition of PT SPS

11 January 2024 52,463,315 RM63,480,612/ 225,328,243 782,527,209
Allotment of shares pursuant to
the Capitalisation®

11 January 2024 21,063,636 RM25,487,000/ 250,815,243 803,590,845
Allotment of shares pursuant to
the Capitalisation®

Notes:

O The Shares were allotted by way of capitalising the entire amount owing by our
Company to Metro Kajang (Oversea) of RM63,480,612 pursuant to the Capitalisation.
Please refer to Section 6.2.4 for further details of the Capitalisation.

@ The Shares were allotted by way of capitalising RM25,487,000, being part of the
amount owing by our Company to MKH Plantation of RM55,487,000 pursuant to the
Capitalisation. Please refer to Section 6.2.4 for further details of the Capitalisation.

(b) RCPS
No. of RCPS

allotted/ Consideration/ Cumulative

Date of allotment (redeemed) Type of issue share capital

RM

27 May 2011 420,000 RM42,000,000/ 42,000,000
Cash

1 July 2013 58,000 RM5,800,000/ 47,800,000
Cash

30 June 2021 (478,000) Nil/ -
Redemption and conversion of
RCPS

As at LPD, we do not have any outstanding warrants, options, convertible securities and
uncalled capital. In addition, there are no discounts, special terms or instalment payment
terms applicable to the payment of the consideration for the allotment.

Upon completion of our IPO, our enlarged share capital will increase to RM387.22 million
comprising 1,023,590,845 Shares.
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6.2 PRE-IPO REORGANISATION
In preparation for our Listing, we have undertaken the Pre-IPO Reorganisation comprising
the Share Split, Acquisition of PT MKH, Acquisition of PT SPS and Capitalisation.
Details of the Pre-IPO Reorganisation undertaken by our Group are as follows:
6.2.1 Share Split
Our Company had on 29 November 2023 undertaken a subdivision of every 1 existing MKHOP
Share into 6 new MKHOP Shares.
Upon completion of the Share Split, the resultant number of MKHOP Shares in the issued
share capital of our Company is as follows:
No. of MKHOP Shares Issued share capital
RM
Existing 110,468,000 80,468,000
Issued under the Share Split 552,340,000 -
662,808,000 80,468,000
The Share Split had not resulted in any change to our Company’s cumulative value of issued
share capital.
6.2.2 Acquisition of PT MKH

On 29 March 2023, our Company entered into a conditional share sale agreement with Metro
Kajang (Oversea) and PT Hikmat to acquire a total of 27,634 ordinary shares in PT MKH
representing 5.7% equity interest for a total purchase consideration of RM53.5 million which
was satisfied via the issuance of 44,227,859 new MKHOP Shares (after the Share Split) to the
vendors at an issue price of RM1.21 each ("PT MKH SSA").

Details of the vendors and the number of MKHOP Shares issued to the vendors are set out
below:

Shareholdings in PT

MKH
No. of % of
shares share Purchase No. of MKHOP
Vendor of PT MKH acquired capital consideration Shares issued
RM
Metro Kajang (Oversea) 3,248 0.7 6,290,410 5,198,686
PT Hikmat 24,386 5.0 47,225,299 39,029,173
27,634 5.7 53,515,709 44,227,859

The purchase consideration for the Acquisition of PT MKH of RM53.5 million was arrived at
on a “willing-buyer willing-seller” basis and after taking into consideration the revalued NA of
PT MKH (as detailed below) as it more accurately represents the carrying value of PT MKH’s
plantation assets after taking into consideration their market value. The issue price of RM1.21
per MKHOP Share is based on the revalued NA per share of MKHOP after accounting for the
aforementioned revaluation, with a discount of approximately 10.8%.

RM
Audited NA of PT MKH as at 30 September 2022 279,716,825
Add: Net revaluation surplus® 664,789,159
Revalued NA of PT MKH 944,505,984
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Note:
) The net revaluation surplus was arrived at as follows:
RM
Market value of PT MKH’s oil palm plantation, palm oil mill and 1,097,830,000
CPO bulking station with jetty as at 21 December 2022 based
on the valuation reports
Less: NBV of PT MKH'’s oil palm plantation, palm oil mill and CPO 245,536,206
bulking station with jetty as at 30 September 2022
Less: Deferred tax liabilities (at 22.0%) 187,504,635
Net revaluation surplus 664,789,159
The Acquisition of PT MKH was completed on 20 December 2023 and PT MKH became our
wholly-owned subsidiary. Further, pursuant to Paragraph 5 of Article 7 of the Indonesian
Company Law, PT MKH is required to have a minimum of 2 shareholders within 6 months
upon completion of the Acquisition of PT MKH, where its number of shareholders reduces
below 2. As such, upon completion of the Acquisition of PT MKH and before the
implementation of the IPO, MKHOP has transferred 1 ordinary share it owns in PT MKH to
Hala Maju. Hala Maju remains as the shareholder of the 1 ordinary share in PT MKH to comply
with Paragraph 1 of Article 7 the Indonesian Company Law.
6.2.3 Acquisition of PT SPS

On 29 March 2023, our Company entered into a conditional share sale agreement with MKH
Plantation, Ivakijaya and PT Hikmat to acquire a total of 9,300 ordinary shares in PT SPS
representing the entire equity interest for a total purchase consideration of RM27.9 million
which was satisfied via the issuance of 23,028,035 new MKHOP Shares (after the Share Split)
to the vendors at an issue price of RM1.21 each ("PT SPS SSA”). The issue price of RM1.21
per MKHOP Share was arrived at on the same basis as that of the Acquisition of PT MKH.

Details of the vendors and the number of MKHOP Shares issued to the vendors are set out
below:

Shareholdings in PT

SPS

No. of % of

shares share Purchase No. of MKHOP
Vendor of PT SPS acquired capital consideration Shares issued

RM

MKH Plantation 6,975 75.0 20,897,942 17,271,026
Ivakijaya 1,860 20.0 5,572,784 4,605,607
PT Hikmat 465 5.0 1,393,196 1,151,402

9,300 100.0 27,863,922 23,028,035
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6.2.4

The purchase consideration for the Acquisition of PT SPS of RM27.9 million was arrived at on
a “willing-buyer willing-seller” basis and after taking into consideration the revalued NA of PT
SPS (as detailed below) as it more accurately represents the carrying value of PT SPS’
plantation assets after taking into consideration their market value. The issue price of RM1.21
per MKHOP Share is based on the revalued NA per share of MKHOP after accounting for the
aforementioned revaluation, with a discount of approximately 10.8%.

RM

Audited net liabilities of PT SPS as at 30 September 20221 (9,668,871)
Add: Net revaluation surplus® 37,532,793

Revalued NA of PT SPS 27,863,922

Notes:

O Notwithstanding the net liabilities position of PT SPS, our Board is of the view that the
plantation assets of PT SPS, which are located adjacent to the plantation land owned
by PT MKH, forms part of the entire plantation operations of our Group in East
Kalimantan, Indonesia, and will continue to generate returns to our Group after our
Listing.

@ The net revaluation surplus was arrived at as follows:

RM

Market value of PT SPS’ oil palm plantation as at 21 December 104,450,000
2022 based on the valuation report

Less: NBV of PT SPS' oil palm plantation as at 30 September 2022 56,331,034

Less: Deferred tax liabilities (at 22.0%) 10,586,173

Net revaluation surplus 37,532,793

The Acquisition of PT SPS was completed on 20 December 2023 and PT SPS became a wholly-
owned subsidiary of our Company. Further, pursuant to Paragraph 5 of Article 7 of the
Indonesian Company Law, PT SPS is required to have a minimum of 2 shareholders within 6
months upon completion of the Acquisition of PT SPS, where its number of shareholders
reduces below 2. As such, upon completion of the Acquisition of PT SPS and before the
implementation of the IPO, MKHOP has transferred 1 ordinary share it owns in PT SPS to Hala
Maju. Hala Maju remains as the shareholder of the 1 ordinary share in PT SPS to comply with
Paragraph 1 of Article 7 of the Indonesian Company Law.

Capitalisation
We have undertaken the Capitalisation whereby:

(@) PT MKH novated an amount owing to Metro Kajang (Oversea) of RM54,966,141 to our
Company ("PT MKH Debt Novation”);

(b)  PT SPS novated an amount owing to MKH Plantation of RM55,487,000 to our Company
("PT SPS Debt Novation”);

(c)  Our Company capitalised the entire amount owing by our Company to Metro Kajang
(Oversea) of RM8,514,471 as at 30 September 2022;

(d) Our Company capitalised the entire amount owing by our Company to Metro Kajang

(Oversea) pursuant to PT MKH Debt Novation, being RM54,966,141 as at 30 September
2022; and
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(e)  Our Company capitalised RM25,487,000, being part of the entire amount owing by our
Company to MKH Plantation pursuant to PT SPS Debt Novation, i.e. RM55,487,000 as

at 30 September 2022.

Details of the number of MKHOP Shares issued to Metro Kajang (Oversea) and MKH
Plantation, based on the issue price of RM1.21 per MKHOP Share, pursuant to the

Capitalisation are set out below:

Amount

owing as at No. of
30 MKHOP Balance
September Amount Shares amount
2022 capitalised issued owing
RM RM RM
Metro Kajang (Oversea) 63,480,612 63,480,612 52,463,315 -
MKH Plantation 55,487,000 25,487,000 21,063,636 30,000,000
118,967,612 88,967,612 73,526,951 30,000,000

The balance amount owing by our Company to MKH Plantation after the Capitalisation of
RM30.0 million will be repaid by our Company from the proceeds to be raised from our Public

Issue as disclosed in Section 4.9.1(g).

The rest of this page is intentionally left blank
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Registration No.: 200401023680 (662186-D)

6.

INFORMATION ON OUR GROUP (Cont’d)

6.5

MATERIAL CONTRACTS

Save as disclosed below, there were no contracts which are or may be material (not being
contracts in the ordinary course of business) entered into by our Group for FYE 2020 to 2023
and up to LPD:

(a)

Land/Building Lease Agreement

This agreement was entered into on 8 January 2021 between PT MKH and PT Profesional
Telekomunikasi Indonesia ("Protelindo”), under which PT MKH leases a part of a plot
of land under a HGU measuring approximately 270 sq m located at Jalan Seguntung
Estate, Puan Cepak Village, Muara Kaman District, Kutai Kartanegara Regency, East
Kalimantan Province and access right to such part of the plot of land (“Leased
Premise”) to Protelindo. The Leased Premise will be used by Protelindo to build and
operate telecommunication towers, supporting foundations including facilities and other
related equipment for use by telecommunication companies (“Tower User”), and
Protelindo is granted with an exclusive right over the Leased Premise and is fully entitled
to utilize and control the Leased Premise to carry out its business activities. The
telecommunication tower enables mobiles telecommunication coverage in our plantation
estate.

This agreement is valid for an initial period of 10 years, but valid retroactively from 27
May 2014 until 26 May 2024 (“Initial Term”) and will be automatically renewed for 10
years (“First Renewal Term"), each based on Protelindo’s discretion.

The lease fee for the Initial Term is IDR79,444,444 (“Initial Term Lease Fee”) for any
number of the Tower Users installed or to be installed at the Leased Premise. For the
First Renewal Term, the lease fee would be adjusted with a 15%-increment, i.e.,
IDR91,361,111 (“First Renewal Lease Fee”) for any number of the Tower Users
installed or to be installed at the Leased Premise.

Issues pertaining to this agreement such as non-inclusion of land leasing as one of the
objectives and purposes of PT MKH under its articles of association, and unavailability of
land leasing-related licences for PT MKH (due to size of the land leased to Protelindo
being insignificant, and leasing is not the main business activity of PT MKH nor is PT MKH
generating any material income from the said lease), have been addressed by PT MKH
through a statement letter confirming that the Initial Term Lease Fee was charged only
as necessary to reimburse costs incurred by PT MKH to enable the use of the Leased
Premise by Protelindo (i.e., for supply of electricity to the Leased Premise to energise the
telecommunication towers erected thereon during the Initial Term). PT MKH will not bear
any profit from the Initial Term Lease Fee pursuant to the Agreement during the Initial
Term.

122



Registration No.: 200401023680 (662186-D)

6.

INFORMATION ON OUR GROUP (Cont’d)

(b)

Plasma Agreements

The Plasma Programme obligation essentially refers to the facilitation of construction of
community plantation for a certain percentage of the total area of land (total area granted
to the respective companies in their plantation business licences).

As part of the legal obligations under the law, under the Plasma Programme, our Group
is required to develop a total of 2,226.0 Ha of plantation land for plantation development
and management for the local cooperatives. In this respect, PT MKH and PT SPS have
fulfilled the requirement and entered into plasma agreements, among others, with local
cooperatives as follows:

Plasma Programme requirement Agreement
Land no. (as
Fulfilled size Plantation listed
by (Ha) Location cooperative involved below)
PT MKH (11,200 Desa Sedulang Sawit Sendowan 0]
1406 Desa Puan Cepak  Sawit Sendowan (1()-
PT SPS (1300 Desa Sedulang Sawit Sendowan 0]
320 Desa Puan Cepak  Sawit Seguntung Jaya (iii)
2,226
Notes:

(1)

Pursuant to the Regulation of the Indonesian Minister of Agriculture No.
98/Permentan/0T.140/9/2013 on Guidelines on Plantation Business Licence of
Cultivation as amended lastly by the Regulation of the Indonesian Minister of
Agriculture No. 21/Permentan/KB.410/6/2017, any oil palm plantation company
which obtained its IUP prior to 28 February 2007 and has implemented Perusahaan
Inti Rakyat (PIR) Plantation Scheme, PIR with transmigration scheme or PIR with
Credit Facility for Cooperation (Kredit Koperasi Primer untuk Anggota) or any other
core-plasma cooperation is not required to develop and manage
community/plasma plantations with a plantation area of at least 20.0% of the total
planted area. In view that PT MKH obtained its IUP on 15 November 2005, PT MKH
was not required to comply with the aforementioned obligations as it was not
stated in the Plantation Business Licence of Cultivation (IUP) of PT MKH.
Nevertheless, PT MKH and PT SPS have collaborated with Sawit Sendowan
Plantation Cooperative pursuant to the Decree of Kutai Kartanegara dated 21 July
2009 on determination of plasma participants in the partnership program in the
following manner:

(a) a total of 1,200.0 Ha of land for Sawit Sendowan Plantation Cooperative
located at Desa Sedulang has been assigned to PT MKH to develop and
manage;

(b) a total of 300.0 Ha of land for Sawit Sendowan Plantation Cooperative

located at Desa Sedulang has been assigned to PT SPS to develop and
manage; and
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(c) a total of 406.0 Ha of land for Sawit Sendowan Plantation Cooperative
located at Desa Puan Cepak has been assigned to PT MKH to develop and
manage. There was no agreement entered into with Sawit Sendowan
Plantation Cooperative in this respect as Sawit Sendowan Plantation
Cooperative was unable to identify sufficient land for plasma plantation
under Desa Puan Cepak. Thereafter, on 24 December 2012, PT MKH had
entered into the Cooperation Agreement for Plasma Plantation Development
with Sawit Seguntung Jaya Plantation Cooperative, as detailed in Section
6.5(b)(iv), to continue with the development and management of
community/plasma plantations after discussion and agreement between PT
MKH and the local farmers. For clarity, the entry into the Cooperation
Agreement for Plasma Plantation Development with Sawit Seguntung Jaya
Plantation Cooperative is in accordance with the Decree of Kutai
Kartanegara dated 21 July 2009 on determination of plasma participants in
the partnership program.

@ In view that PT SPS obtained its IUP on 19 October 2009, PT SPS was required to
develop and manage community/plasma plantations with a plantation area of at
least 20.0% of the total planted area. Based on the principal agreement entered
into with Sawit Seguntung Jaya Plantation Cooperative in September 2016, PT SPS
was required to develop and manage approximately 320 Ha plantation area based
on the planted area of 1,567 Ha at that point in time.

Following the rehabilitation and planting activities by PT SPS, the total planted area
of PT SPS’ plantation estate has increased to 1,996.4 Ha as at LPD. Pursuant
thereto, the relevant supplemental agreement or addendum to the principal
agreement in respect of the abovementioned Plasma Programme obligations shall
be entered into between PT SPS and Sawit Seguntung Jaya Plantation Cooperative
upon the issuance of IUP, which is expected to be obtained by 3™ quarter of 2023,
for Sawit Seguntung Jaya Plantation Cooperative, whereby PT SPS shall be
required to develop and manage a total of approximately 400 Ha of land (i.e. 320
Ha (already assigned to PT SPS) and 80 Ha (to be assigned to PT SPS)) being the
plantation area to be assigned based on the Plasma Programme requirement of at
least 20% of total planted area of approximately 1,996.4 Ha by Sawit Seguntung
Jaya Plantation Cooperative.

PT MKH and PT SPS have entered into the following plasma agreements to set out the
cooperation terms with the respective partnering plantation cooperatives as listed above.
For avoidance of doubt, a total of 406.0 Ha of land for Sawit Sendowan Plantation
Cooperative located at Desa Puan Cepak has been assigned to PT MKH to develop
pursuant to the Decree of Kutai Kartanegara dated 21 July 2009 on determination of
plasma participants in the partnership program. However, 182.8 Ha of the said land was
deemed unsuitable for planting. As such, 182.8 Ha of land owned by PT SPS has been
earmarked for transfer to the cooperative for fulfilment of PT MKH’s obligation pursuant
to the agreement (v) below. For clarity, the plasma obligations in relation to the
remaining land area not addressed by the transfer of the 182.8 Ha plantation land is
addressed pursuant to the Cooperation Agreement for Plasma Plantation Development
dated 24 December 2012, which was entered into between PT MKH and Sawit Seguntung
Jaya Plantation Cooperative, as detailed in Section 6.5(b)(iv), to continue with the
development and management of community/plasma plantations after discussion
between PT MKH and the local farmers.
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(i)

Tripartite Agreement with Sawit Sendowan Plantation Cooperative and PT
Anugerah Urea Sakti on 27 September 2010.

Under this agreement, Sawit Sendowan Plantation Cooperative is referred to as
the “First Party”, PT MKH and PT SPS are collectively referred to as the "Second
Party”, and PT Anugerah Urea Sakti is referred to as the "Third Party”.

The scope of the agreement is a cooperation between the First Party and the
Second Party with a partnership pattern in development and management of oil
palm plantation at plasma plantation owned by the First Party, located at Sedulang
Village, Muara Kaman District, Kutai Kartanegara Regency, East Kalimantan
Province, in the area of 1,500 Ha ("First Party’s Plasma Plantation”), with the
division of obligations between PT MKH and PT SPS based on land area and
number of patriarchs. The Third Party was also appointed under the agreement to
carry out development and management of plantation with a partnership pattern
at the First Party’s Plasma Plantation pursuant to the Decree of Kutai Kartanegara
dated 21 July 2009 on determination of plasma participants in the partnership
program for joint development under the Plasma Programme for Sawit Sendowan
Plantation Cooperative.

The obligations of the Second Party and Third Party are differentiated based on
the following:

(@) the Second Party’s obligations are (i) to conduct observation at the First
Party’s Plasma Plantation location or the Third Party’s office to obtain,
examine and make copies and summaries of notes and reports prepared
and maintain by the Third Party for monitoring purpose; and (ii) to place its
employees in the implementation of development and management of the
First Party’s Plasma Plantation for monitoring purposes; and

(b) the Third Party’s obligations are to carry out development and management
of the First Party’s Plasma Plantation, which include: (i) land clearing; (ii)
nursery; (iii) cover cropping; (iv) oil palm planting; (v) maintenance of
immature plants and mature plants; (vi) construction and maintenance of
road infrastructure, bridges, channels and guardrails; (vii) harvesting and
transportation; and (viii) land certification for oil palm plantation with
partnership pattern in the form of right of ownership in the name of the First
Party. The Third Party advances the development and management costs
(including the cost for the palm oil FFB processing plant, if any), which will
then be repaid by the First Party from the production of the First Party’s
Plasma Plantation as stipulated under this agreement.

Net income from the proceeds of sales of FFB will be applied in accordance with
this agreement (settlement of the First Party’s obligations to the bank, deduction
by costs borne by the First Party to perform its obligations under the agreement),
with @ management fee of 5% for the Third Party, and the balance thereof will be
distributed to its members (the First Party is a cooperative with members).

This agreement is valid until 1 December 2038 and may be extended by the
parties. For avoidance of doubt, the appointment of Third Party under this
agreement was terminated in December 2012 as the Third Party did not carry out
the management and maintenance of the First Party’s Plasma Plantation in a
proper manner. The First Party and Second Party were not obliged to compensate
the Third Party in any form as such termination was due to the Third Party’s non-
performance of its obligations in accordance with the terms and conditions of this
agreement.

125



Registration No.: 200401023680 (662186-D)

6.

INFORMATION ON OUR GROUP (Cont’d)

(it)

Thereafter, the Second Party continued to undertake the development and
management of the First Party’s Plasma Plantation as the terms of this agreement
was still binding for the First Party and Second Party where the Second Party
assumed the obligations and rights of the Third Party as stipulated in the
agreement. The Second Party is entitled to a management fee of 5% (charged
against the estate maintenance cost). Other than the management fee of 5%, the
Second Party does not earn any revenue from the Plasma Programme.

Cooperation Agreement for Plasma Plantation Development between Sedulang
Village Unit of Sawit Sendowan Plantation Cooperative with PT MKH and PT SPS
with Plasma Core Partnership Pattern on 22 May 2017.

Under this agreement, Sedulang Village Unit of Sawit Sendowan Plantation
Cooperative is referred to as the “First Party”, PT MKH and PT SPS are collectively
referred to as the "Second Party”.

The scope of this agreement is the development and management of oil palm
plantation by the Second Party over the land owned by farmers who are members
of the First Party at Sedulang Village, Muara Kaman District, Kutai Kartanegara
Regency, East Kalimantan Province in the area of 1,500 Ha. Further, this
agreement re-confirms the Second Party’s status as a Pioneer, Financier, and
Guarantor of the First Party’s plasma plantation.

The obligations of the Second Party are differentiated based on the periods
(immature plants or mature plants). Additional obligations of the Second Party
include, amongst others: (i) during immature plants period: prioritising members
of the First Party for work opportunities if workers are required to develop the
plantation; (ii) during mature plants period where credit facilities from the credit
facility provider have not been repaid: purchasing all production of the First Party
which standards are based on the ripe fruit standards determined by the Second
Party and which price is based on the terms determined by the government; and
(iii) during mature plants period where credit facilities from the credit facility
provider has been repaid: delivering the sales proceeds of the FFB to the First
Party upon deduction of relevant costs such as maintenance cost, replanting cost,
harvesting and transportation costs, land clearing cost, nursery and planting costs.
The aforementioned costs relating to the Plasma Programme which are borne by
the Group shall be repaid through deduction of proceeds from sale of FFB pursuant
to the Plasma Programme.

The costs for management and maintenance of oil palm plantation shall be in
accordance with the plafond of the plasma plantation development costs stipulated
by the Directorate General of Plantation on the maximum unit cost for oil palm
plantation development, or agreed between the parties. If the plafond of plantation
development costs from the bank is not sufficient, the Second Party is authorised
to seek for credit facility providers to cover the shortfall. The proceeds of the sale
of palm oil from the First Party’s plasma plantation including bailout fund/credit
facility from other party are kept in a joint account between the parties.

For clarity, the abovementioned credit facility refers to the financing (which is used
as working capital) granted to Sedulang Village Unit of Sawit Sendowan Plantation
Cooperative by the credit facility provider.

This agreement is valid insofar the Second Party’s core land still exists.
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(iii)

Cooperation Agreement for Development of Plasma Plantation between Sawit
Seguntung Jaya Plantation Cooperative and PT SPS with the Plasma Core
Partnership Pattern dated 20 September 2016 as amended by first addendum to
Plasma Plantation Cooperation Agreement between Sawit Seguntung Jaya
Plantation Cooperative and PT SPS with the Plasma Core Partnership Pattern dated
9 July 2018 on 20 September 2016 (for the initial agreement) and on 9 July 2018
(for the first addendum).

Under this agreement, Sawit Seguntung Jaya Plantation Cooperative is referred to
as the “First Party”, PT SPS is referred to as the “Second Party”. PT MKH is not
a party to this agreement.

The scope of this agreement is the establishment of a partnership between the
parties to build/develop and manage a plot of land for an oil palm plasma
plantation with a partnership pattern of 320 Ha, which is located at Puan Cepak
Village, Muara Kaman District, Kutai Kartanegara Regency, East Kalimantan
Province (“Cooperative Land”). The forms of work in this agreement include: (i)
oil palm plantation development; (ii) plantation maintenance during immature new
crops and mature crops period; (iii) harvesting of FFB; and (iv) marketing of FFB.

Under this agreement, the First Party delivers the rights of development and
management of the Cooperative Land, entirely to the Second Party. The
development and management activities include: (i) land clearing, nursery and
planting; (ii) plant care/ maintenance during immature crops period and mature
crops period; (iii) harvest and transport; and (iv) funding, payment of credit
instalments and loan interests. In addition to developing and managing the
Cooperative Land, the Second Party is also obliged to purchase all FFB production
of the First Party which price is guided by the provisions contained in the
Regulation of the Minister of Agriculture regarding the Guidelines for Determining
the Purchase Price for FFB for Plantation Production issued by the Plantation Office
of East Kalimantan Province. The remaining net income from the production of FFB
shall be delivered by the Second Party to the First Party on a monthly basis.

Additional obligations of the Second Party include, amongst others: (i) providing
palm oil FFB processing plant; and (ii) arranging and planning for replanting fund
reserves.

The First Party bears the development and management costs (including the cost
for the palm oil FFB processing plant, if any) as stipulated under this agreement,
as well as the relevant taxes related to the Cooperative Land. The Second Party is
entitled to a management fee of 5% (charged against the estate maintenance
cost). Other than the management fee of 5%, the Second Party does not earn any
revenue from the Plasma Programme.

This agreement is valid for 1 cycle in accordance with technical standards for oil
palm cultivation as of the execution of the agreement by the parties, and may be
extended for 1 cycle in accordance with technical standards for oil palm cultivation,
unless there is cancellation by the Second Party, which will be conveyed to the
First Party within 2 years prior to the expiration of the agreement. PT SPS has
clarified in writing that 1 cycle herein shall mean 30 years, and the commencement
date is 20 September 2016.

127



Registration No.: 200401023680 (662186-D)

6.

INFORMATION ON OUR GROUP (Cont’d)

(iv)

Cooperation Agreement for Development of Plasma Plantation between Sawit
Seguntung Jaya Plantation Cooperative and PT MKH with the Plasma Core
Partnership Pattern dated 24 December 2012.

Under this agreement, Sawit Seguntung Jaya Plantation Cooperative is referred to
as the “First Party”, PT MKH is referred to as the “"Second Party”.

The scope of this agreement is the establishment of a partnership between the
parties to build/develop and manage a plot of land for an oil palm plasma
plantation with a partnership pattern for a total of £197 family heads with 2 Ha of
land for each family head or a total of £394 Ha, in the area of Puan Cepak Village,
Muara Kaman District, Kutai Kartanegara Regency, East Kalimantan Province.
Notwithstanding that £394 Ha has been determined based on the family heads
under this agreement, PT MKH has agreed to continue with the development and
management of land area (i.e. 406.0 Ha) which was assigned to PT MKH pursuant
to the Decree of Kutai Kartanegara dated 21 July 2009 on determination of plasma
participants in the partnership program.

The forms of work in this agreement include: (i) oil palm plantation development;
(ii) plantation maintenance during immature new crops and mature crops period;
(ii) harvesting of FFB; (iv) creation and maintenance of facilities and
infrastructure; and (v) land certification for oil palm plantation with partnership
pattern in the form of right of ownership in the name of the First Party.

Under this agreement, the First Party delivers the rights of development and
management of the plasma plantation land, entirely to the Second Party. The
development and management activities include: (i) land clearing, nursery and
planting; (ii) plant care / maintenance during immature crops period and mature
crops period; (iii) harvest and transport; and (iv) funding, payment of credit
instalments and loan interests. In addition to developing and managing the plasma
plantation land, the Second Party is also obliged to purchase all FFB production of
the First Party which price is guided by the provisions contained in the Regulation
of the Minister of Agriculture regarding the Guidelines for Determining the
Purchase Price for FFB for Plantation Production issued by the Plantation Office of
East Kalimantan Province. The remaining net income from the production of FFB
shall be delivered by the Second Party to the First Party on a monthly basis.

Additional obligations of the Second Party include, amongst others: (i) providing
palm oil FFB processing plant; and (ii) arranging and planning for replanting fund
reserves.

The First Party bears the development and management costs (including the cost
for the palm oil FFB processing plant, if any) as stipulated under this agreement,
as well as the relevant taxes related to the plasma plantation land. The Second
Party is entitled to a management fee of 5% (charged against the estate
maintenance cost) during immature and mature plants period.

This agreement is valid for 1 planting cycle (30 years) and can be extended for 1

planting cycle by the parties. Either party shall notify the other party of the
intention to extend this agreement 2 years before the expiration of the agreement.
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(v)

Cooperation Agreement for the Development and Management of Plasma
Plantation between Sawit Seguntung Jaya Plantation Cooperative and PT MKH on
a grant land with an area of 182.8 Ha with Plasma Core Partnership Pattern on 18
January 2022.

Under this agreement, Sawit Seguntung Jaya Plantation Cooperative is referred to
as the “First Party”, PT MKH is referred to as the “Second Party”. PT SPS is not
a party to this agreement.

The scope of this agreement is a cooperation between the parties in the
development and management of a plot of land of palm oil plantation with
partnership pattern in the area of £182.8 Ha on a grant land. Works under this
agreement include: (i) management of mature plants; (ii) development and
management of plantation during immature plants period; (iii) harvest of FFB; (iv)
sales of FFB to the Second Party; and (v) return of plant investment costs on grant
area from palm acid oil sales proceeds and FFB sales.

Under this agreement, the First Party grants the Second Party with full authority
to develop and manage mature and immature plants on the cooperative’s land and
to carry out the following activities: (i) relinquishment of land, nursery, and
planting; (ii) maintenance of plants during immature and mature periods; and (iii)
harvest and transportation. In addition to developing and managing the
cooperative’s land during the period of this agreement, the Second Party is also
obliged to purchase FFB of the First Party, which price is based on the guidelines
under the Ministry of Agriculture regulation on Guidelines on Stipulation of
Purchase Price of FFB Produced by Planters. The remaining net income from the
production of FFB shall be delivered by the Second Party to the First Party on a
monthly basis.

Additional obligations of the Second Party include, amongst others: (i) providing
palm oil FFB processing plant; and (ii) arranging and planning for replanting fund
reserves.

The First Party bears the development and management costs (including the cost
for the palm oil FFB processing plant, if any) as stipulated under the agreement,
as well as the relevant taxes related to the cooperative’s land. The Second Party
is entitled to a management fee of 5% (charged against the estate maintenance
cost). Other than the management fee of 5%, the Second Party does not earn any
revenue from the Plasma Programme.

This agreement is valid for 1 crop cycle (£30 years) and may subsequently be
extended and renewed for 1 cycle (£ 30 years) insofar the HGU of the Second
Party exists, unless there is cancellation from the Second Party, which will be
notified to the First Party at the latest within 1 year prior to the expiration of the
agreement.

For FYE 2020 to 2023, our Group received a total of management fees of RM0.2 million,
RMO0.3 million, RM0.3 million and RMO0.4 million respectively under the Plasma
Programme.
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(c) PT MKH SSA, which was completed on 20 December 2023;

(d) PT SPS SSA, which was completed on 20 December 2023;

(e) Novation agreement dated 9 January 2024 between our Company, PT MKH and Metro
Kajang (Oversea) pursuant to the PT MKH Debt Novation, which was completed on 9
January 2024;

()  Novation agreement dated 9 January 2024 between our Company, PT SPS and MKH
Plantation pursuant to the PT SPS Debt Novation, which was completed on 9 January
2024; and

(9) Underwriting Agreement dated 21 February 2024 between our Company and Joint
Underwriters for the underwriting of 51,209,800 Issue Shares for an underwriting
commission of 2.5% of the IPO Price multiplied by the number of Issue Shares
underwritten.

6.6 PUBLIC TAKE-OVERS
During the last financial year and the current financial year up to LPD, there were:

(@) No public take-over offers by third parties in respect of our Shares; and

(b)  No public take-over offers by our Company in respect of other companies’ shares.
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Registration No.: 200401023680 (662186-D)

6. INFORMATION ON OUR GROUP (Cont’d)

6.9.5 Material capital expenditures and divestitures

(a) Material capital expenditures

Save for the expenditures disclosed below, there were no other capital expenditures
made by us for FYE 2020 to 2023 and up to LPD:

At cost
1 October
2023 up to
FYE 2020 FYE 2021 FYE 2022 FYE 2023 LPD
Capital expenditures RM’'000 RM’'000 RM’'000 RM’'000 RM’'000
Buildings - - 3 - -
Motor vehicles - 127 1,599 23,731 144
Plant and machinery® 4,220 3,546 8,702 7,350 2,828
Furniture, fittings and 333 499 1,865 914 216

office equipment

Bearer plants - - - - -
Plantation infrastructure - 39 - - -
Under construction® 4,853 5,871 3,943 16,515 10,506
9,406 10,082 16,112 28,510 13,694

Notes:

(&)

e

3

4

(5

Relates to purchase of 25 units of motor vehicles for usage in our plantation
estates, of which 10 units of motor vehicles were for replacement purpose and
15 units of motorcycles were purchased for our estate workers.

Relates to purchase of 14 units of dump truck and 5 units of CPO truck for usage
in our plantations estates and 2 units of passenger vehicle for usage at our
headquarter in Kajang, Malaysia.

Relates mainly to the purchase of the following plant and machinery:

(i)  farm ATVs, powered wheelbarrows, backhoe loader, hydraulic lifting arms,
forklift, compactor, trucks, excavators, trailers for our oil palm cultivation
and harvesting activities;

(i)  FFB cages, EFB press, conveyors, decanter, generation set, super heater
for our palm oil milling activities; and

(iii)  hydraulic pump for our jetty operations.

We increased investment in plant and machinery for FYE 2022 as we needed
more mechanical assistance to enhance productivity especially during periods of
heavy weather, which impedes the productivity of our workers. For FYE 2023,
the investment in plant and machinery was related to the continuous
enhancement of its productivity.

Relates to purchase of computer and office equipment and renovation cost
incurred for setting up the new office units currently being used as our
headquarters in Kajang, Malaysia.

Relates to mainly bearer plants planting costs and capital work-in-progress. Our
capital work-in-progress comprised expenditures on building, plant and
machinery and facilities which are under construction, of which will be
reclassified to the respective asset categories when the said assets are ready for
use. In FYE 2023, it mainly comprised work-in progress for PK crushing plant,
staff housing quarter and boiler.
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Registration No.: 200401023680 (662186-D)

6.

INFORMATION ON OUR GROUP (Cont’d)

6.9.6

6.10

The above capital expenditures were primarily financed by a combination of bank
borrowings and internally generated funds. Our capital expenditures are mainly driven
by our business growth as well as for replacement purposes.

(b) Material capital divestitures
We do not have any material capital divestitures for FYE 2020 to 2023 and up to LPD.

As at LPD, other than the proposed utilisation of proceeds from our Public Issue for our capital
expenditure as disclosed in Section 4.9.1 and the material capital commitment as set out in
Section 12.7, we do not have any material capital expenditures and divestitures currently in
progress, within or outside Malaysia.

Material plans to construct, expand or improve our facilities

Save for the proposed utilisation of proceeds from our IPO to finance the capital expenditure
as set out in Section 4.9.1, our Group does not have any other immediate plans to construct,
expand and improve our facilities as at LPD.

RELEVANT LAWS, REGULATIONS, RULES OR REQUIREMENTS

Our oil palm plantation business in Indonesia is governed by various number of prevailing
laws, regulations, and decree, which the following are material to our operations. They relate
essentially to: requisite licenses, land titles, certificates, approvals and confirmations to be
obtained (items (a) to (g), (i), (k), (n), (o) and (r)), as well as the requisite compliance of
laws and regulations on manpower, health, social responsibility, intellectual property, and
taxation (items (h), (j), (1), (m), (p) and (q). In this respect, our Group does not have any
non-compliances with regards to such laws and regulations.

(a) Law No. 39 of 2014 on Plantation as amended by Law No. 6 of 2023 on the
Ratification of Government Regulation in lieu of Law No. 2 of 2022 on Job
Creation as a Law ("Plantation Law")

The Plantation Law aims to improve and strengthen the national plantation industry
and, at the same time, protect the customary societies, empower local farmers, and
realise the environment-friendly plantation businesses. The Plantation Law provides
that a plantation business can be conducted in Indonesia either by farmers (pekebun)
(an Indonesian citizen farmer that operates a plantation business within a specific scale
set by the Minister of Agriculture), or companies (a plantation company that is owned
by Indonesian citizen or legal entity established under Indonesian laws and domiciled
in Indonesia that operates plantation businesses within a specific scale set by the
Minister of Agriculture). In addition, the Plantation Law also regulates other important
issues such as plantation industry’s master plan, types of plantation business, land use,
licensing, investment in the plantation industry, protection and development of seeds,
protection and empowerment of customary societies and local farmers, environmental
protection, and commodity prices.
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Registration No.: 200401023680 (662186-D)

6.

INFORMATION ON OUR GROUP (Cont’d)

(b)

(c)

The Plantation Law stipulates that any person who unauthorizedly (i) cultivates, uses,
occupies, and/or possesses any plantation area, (ii) cultivates, uses, occupies, and/or
possesses land of the communities or Hak Ulayat of the indigenous people with the aim
for plantation business, (iii) cuts plants within the plantation area, and/or (iv) harvest
and/or collects plantation product, is subject to imprisonment of at most 4 years or a
fine of at most Rp4,000,000,000. Also, any plantation business undertakings who clear
and/or cultivates the plantation by using fire, is subject to imprisonment of at most 10
years or a fine of at most Rp10,000,000,000. Where the above criminal offenses are
perpetrated by an official upon instruction or a person that is authorized to be in charge
of the plantation area ex officio, such an official shall be sentenced to the sentence
under the Plantation Law increased by V5.

PT MKH and PT SPS have obtained the required plantation business licence as the basis
to carry out their business activities in palm oil plantation.

Law No. 5 of 1960 ("Agrarian Law")

Under the Agrarian Law, Republic of Indonesia holds the ultimate title for land in
Indonesia, and the highest title for land ownership right (Hak Milik ("HM")) made
available only for Indonesian citizens. In order to establish a plantation business, a
company must obtain the relevant rights over a land. The land titles that are most
relevant, in the case of a plantation business, are HGU, HGB and Land Use Right (Hak
Pakai or “HP"). However, if the land is part of the development of an Indonesian
company’s plantation (this includes a Foreign Investment Company (perusahaan
penanaman modal asing), only the HGU title may be used for such purpose.

Subject to the fulfillment of relevant obligations and operations of a plantation in
accordance with the prevailing regulations, the HGU is usually granted for a maximum
period of 35 years and can be extended for an additional maximum period of 25 years.
A holder of the HGU can also renew the HGU title for a subsequent period of 35 years
after the term of the extension expires.

The basic provisions concerning land in Indonesia are regulated under the Agrarian
Law. However, the land rights in Indonesia are further regulated under Government
Regulation No. 18 of 2021 concerning Management Rights, Land Rights, Flat Units and
Land Registration, along with a number of new provisions governing various land rights
and land registration procedures.

In addition, land rights are also stipulated under the Ministry of Agrarian Affairs and
Spatial Planning / Head of National Land Agency No. 18 of 2021 on Procedures for
Determining Right to Manage and Land Rights ("MOA Regulation No. 18/2021").
MOA Regulation No. 18/2021 was issued on 29 April 2021. It generally provides the
procedures for applying and granting land rights (hak atas tanah), including Rights to
Cultivate (Hak Guna Usaha). Rights to cultivate are granted for agricultural (including
plantation), animal husbandry and fishery/fishpond business activities.

PT MKH and PT SPS have obtained the relevant land titles in the form of HGU and HGB.

Law No. 3 of 2014 on Industrial Affairs as amended by Law No. 6 of 2023 on
the Ratification of Government Regulation in lieu of Law No. 2 of 2022 on
Job Creation as a Law (“Industrial Law")

Industrial sector in Indonesia is generally stipulated under the Industrial Law. As an
implementing regulation, the Government has issued Government Regulation No. 28
of 2021 on the Industrial Sector as amended by Government Regulation No. 46 of 2023
("GR 28/2021"). Overall, the following key areas are addressed by GR 28/2021: (a)
supervision of industrial undertakings and industrial estate operators; (b) access to and
utilisation of raw materials; (c) application of the Indonesian National Standards (SNI),
technical specifications and procedural guidelines; and (d) strategic industries.
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(d)

Failure to comply with the requirement for industrial business undertakings under GR
28/2021 may lead to administrative sanction in the form of (i) written warning, (ii)
administrative fines, (iii) temporary closing of business, (iv) suspension of business
licence, and/or (v) revocation of business licence.

In relation to the licence in the industrial sector, PT MKH is currently in the process of
obtaining the verified standard certificate as required under the current licensing
regime. As a part of the process, the mandatory technical verification, a requirement
under the OSS-RBA which came into effect on 2 February 2021, has been carried out
on 5 January 2023, following the Company’s application for the verification of the
standard certificate for KBLI 10431 (Crude Oil Palm Industry) since 2022. Based on the
assessment by the verification team from the Directorate General of Agro-Industry of
the Ministry of Industry, PT MKH has fulfilled all of the requirements in the industrial
sector and is ready to commence the production activities. As a follow-up, PT MKH has
uploaded these documents to the OSS-RBA to obtain a verified standard certificate for
KBLI 10431 (Crude Oil Palm Industry) and it is expected to be obtained by 3™ quarter
of 2024. The technical verification for KBLI 10432 (Crude Oil Palm Kernel Industry) has
yet to be verified and/or assessed by the Directorate General of Agro-Industry of the
Ministry of Industry as at LPD, and such assessment and technical verification on PT
MKH'’s PK crushing facility are expected to be conducted in 2" quarter of 2024. Upon
completion of such assessment and technical verification, an application for the
verification of the standard certificate for KBLI 10432 (Crude Oil Palm Kernel Industry)
will be submitted to the Directorate General of Agro-Industry of the Ministry of Industry.

PT MKH was informed by the Ministry of Industry that SIINas system (Ministry of
Industry’s online system) that should be used for the application of technical verification
of the Standard Certificate is still under integration process with the OSS-RBA and thus,
it still cannot be used at this point of time. There is no penalty or sanction stipulated
under GR 28/2021 pertaining to the aforementioned issue. To date, PT MKH has never
received any notice of non-compliance, warning letters or sanctions in relation to this
issue.

Law No. 32 of 2009 on Environmental Protection and Management as
amended by Law No. 6 of 2023 on the Ratification of Government Regulation
in lieu of Law No. 2 of 2022 on Job Creation as a Law ("Environmental Law")

Environmental protection in Indonesia is governed by various laws, regulations, and
decrees, including the Environmental Law and its implementing regulations, which,
among others, are GR No. 22/2021 and Minister of Environment and Forestry
Regulation No. 4 of 2021 ("Regulation No. 4/2021"). In conjunction with GR No.
22/2021, the Environmental Law stipulates that all business sectors that are required
to obtain an AMDAL or UKL/UPL as a pre-requisite for companies to obtain their
business licensing (perizinan berusaha). These regulations introduce the term
Environment Approval (Persetujuan Lingkungan) to distinguish it from the previous
environmental licensing regime. The Environment Approval is integrated with the
business licensing so business undertakings are now no longer required to obtain a
standalone Environment Licence. As consequence to the integration of Environment
Approval with business licensing, administrative sanction under GR No. 22/2021 will be
imposed directly on the company’s business licensing, leading to suspension or
cessation of the company’s business activities as a whole and fines.
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Under Regulation No. 4/2021, crude oil palm industry (KBLI 10431) and crude oil palm
kernel industry (KBLI 10432) with an aggregate land area 10.0 Ha or more require an
AMDAL, and if the aggregate land area is between 1.0 Ha to 10.0 Ha, UKL/UPL will be
needed. If such company owns crude palm oil processing that is integrated with the
crude oil palm industry (KBLI 10431) and crude oil palm kernel industry (KBLI 10432),
an AMDAL will be required as well. The same goes for oil palm plantation activity (KBLI
01262) which requires an AMDAL.

PT MKH and PT SPS are in the midst of applying for the Environmental Approval. For
further details on this matter, please refer to our notes in Section 6.7.

Minister of Environment and Forestry Regulation No. 5 of 2021 on Procedure
for Issuing Technical Approval and Operational Feasibility Letter in the Field
of Environmental Pollution Control (“Regulation No. 5/2021")

In order to carry out the mandate regulated in GR No. 22/2021, the Minister of
Environment and Forestry has issued Regulation No. 5/2021, which outlines the various
requirements and procedures for the issuance of technical approvals and operational
feasibility letter ("SLO") for the following activities:

(i)  Wastewater disposal and/or utilisation, which encompass the following:

(aa) disposal of wastewater into surface water bodies, certain formations or
seas; and

(bb) utilisation of wastewater within certain formations or for applications to
soil; and

(i)  Releases of emissions

The securing of technical approvals and SLO are mandatory in relation to the
implementation of the abovementioned activities by any businesses and/or
through activities for which the following documents are required:

(aa) Environmental Impact Analyses (Analisis Mengenai Dampak Lingkungan —
“AMDAL"); or

(bb) Environmental Management Efforts and Environmental Monitoring Efforts
(Upaya Pengelolaan Lingkungan Hidup dan Upaya Pemantauan
Lingkungan Hidup — “"UKL-UPL").

It is important to note that based on Environmental Law, any person who intentionally
commits a violation (wrongdoing) that causes the excess of the ambient limit of the
standard of air quality, water quality, seawater quality, or the standard criteria of
environmental damage, shall be punished with imprisonment of minimum 3 years and
maximum 10 years and a fine of at least Rp3,000,000,000 at most Rp10,000,000,000.
In case the violation as cited above (i) causes injury and/or hazard to human health,
the person shall be punished with imprisonment for a minimum of 4 years and a
maximum of 12 years and a fine of at least Rp4,000,000,000 and at most
Rp12,000,000,000, or (ii) causes serious injury and/or death, the person shall be
punished with imprisonment for a minimum of 5 years and a maximum of 15 years and
a fine of at least Rp5,000,000,000 and at most Rp15,000,000,000.

PT MKH and PT SPS are in the midst of applying for the Environmental Approval. For
further details on this matter, please refer to our notes in Section 6.7.
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Minister of Agrarian/Head of National Land Agency Regulation No. 13 of
2021 on the Implementation of the Accordance of Space Utilisation Activities
and the Synchronization of Space Utilisation Programs ("Regulation No.
13/2021")

This regulation aims to implement the provisions of Article 146 paragraph (1)
Government Regulation Number 21 of 2021 concerning Spatial Planning ("GR No. 21
of 2021"). Basically, Regulation No. 13/2021 stipulates the details of the processes
involved in the issuance of Accordance of Space Utilisation Activities (Konfirmasi
Kesesuaian Kegiatan Pemanfaatan Ruang or “"KKPR") for business activities, KKPR for
non-business activities, and KKPR for national strategic activities, as well as the
implementation of the Synchronization of Space Utilisation Programs (Sinkronisasi
Program Pemanfaatan Ruang or "SPPR"). KKPR will be conducted through OSS-RBA.

Failure to obtain the relevant KKPR, the business undertakings may not be able obtain
the required business licensing allowing it to engage in its business activities.

PT MKH and PT SPS have obtained this KKPR and complied with the requirements.

Law No. 25 of 2007 on Investment, as amended by Law No. 6 of 2023 on the
Ratification of Government Regulation in lieu of Law No. 2 of 2022 on Job
Creation as a Law ("Investment Law")

The Investment Law is aimed to promote domestic and foreign investment in Indonesia
by granting several incentives to the investors, including but not limited to provisions
of tax and financial incentives, immigration facilities for foreign workers and assistance
in the licensing for imports. Furthermore, the Investment Law provides that all business
sectors are open for foreign investment, except for the business sector that is
determined as closed for foreign investors, or the business sector that is reserved to
the Government of Republic Indonesia.

In this regard, the President of the Republic of Indonesia has issued the Government
Regulation No. 5 of 2021 regarding The Organization of Risk-Based Business Licensing,
as partially revoked by Government Regulation No. 11 of 2023 on Measured Fishing
("GR No. 5/2021") and Presidential Regulation No. 10 of 2021 on Investment
Business Fields, as amended by Presidential Regulation No. 49 of 2021 (*PR No.
10/2021"). PR No. 10/2021 is issued with the objective to further enhance investment
activities in Indonesia and enhance the competitiveness of the national economy in the
face of the ASEAN Economic Community and the dynamics of economic globalisation,
while enhancing the protection of various strategic sectors of the national companies
and the micro, small and medium enterprises, and cooperatives ("UMKMK"), as well
as enhancing the collaboration between foreign investors and UMKMK.

PR No. 10/2021 stipulates that generally, every business field is open for foreign
investment, except for the business field that is determined as closed for foreign
investment, or the business field that is reserved for the government of Republic
Indonesia. Since the agricultural business is not included under GR No. 5/2021 and PR
No. 10/2021 does and their annexes, under the new regime, palm oil plantation sector
is 100% open for foreign investment, provided that the foreign investor fulfils all the
obligations set out under GR No. 5/2021 and PR No. 10/2021.
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After the enactment of GR No. 5/2021, every business in Indonesia will be carried out
based on their risks through the OSS-RBA, a system operated by OSS under the
Indonesian Investment Coordinating Board/Ministry of Investment (Badan Koordinasi
Penanaman Modal/Kementerian Investasi or “BKPM").

PT MKH and PT SPS have obtained the licences issued by the OSS-RBA, save for the
verified standard certificate which is expected to be obtained by the 3™ quarter of 2024.
For further details on this matter, please refer to Section 6.7.

Law No. 13 of 2003 on Manpower as amended by Law No. 6 of 2023 on the
Ratification of Government Regulation in lieu of Law No. 2 of 2022 on Job
Creation as a Law ("Manpower Law")

Generally, Indonesian employment law is governed by Manpower Law. The government
has issued government regulations to implement the Manpower Law, namely:

o Government Regulation No. 35 of 2021, dated 2 February 2021, regarding Fixed-
Term Employment Contracts, Outsourcing, Work and Rest Time, and Termination
of the Work Relationship; and

. Government Regulation No. 36 of 2021, dated 2 February 2021, regarding Salary,
as amended by Government Regulation No. 51 of 2023.

The two other main laws and regulations are:

. Law No. 2/2004, dated 14 January 2004, regarding industrial relations dispute
settlement; and

. Law No. 21/2000, dated 4 August 2000, regarding labor unions.

In addition to the above laws, employers and employees are also subject to company
regulations (or work rules) or a collective labor agreement (CLA), if applicable, as well
as the express provisions of the employment agreement between the employer and
the employee. There is also prohibition to perform child labor (child means every person
who is under the age of 18). Any employer who performs child labor is subject to a
criminal sanction in for of imprisonment for a minimum of 2 years and a maximum of
5 years and/or a fine of a minimum of Rp200,000,000 and a maximum of
Rp500,000,000.

PT MKH and PT SPS have complied with the Manpower Law provisions, including but
not limited to the minimum wage requirements, social security requirements, and
reporting requirements.

Minister of Agriculture Regulation No. 98/PERMENTAN/OT.140/ 9/2013 as
amended by Minister of Agriculture Regulations No.
29/PERMENTAN/KB.410/5/2016 Tahun 2016 and No.
21/Permentan/KB.410/6/2017 on Guidelines for Plantation Permits
("Regulation No. 98/2013")

Regulation No. 98/2013 aims to improve the regulatory framework for plantation
business licensing governed by the previous Minister of Agriculture Regulation No.
26/Permentan/0T.140/2007. Regulation No. 98/2013 contains the guidelines for the
licensing of plantation business, plasma programme, and limitation of an overall cap of
100,000 Ha on the aggregate area of palm plantation concessions within Indonesia that
may be vested in a single company or in a group.
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Under Regulation No. 98/2013, there are 3 types of plantation businesses; i.e.
cultivation business, crops/product processing business and plantation services
business. A plantation company which has obtained a plantation business permit must
submit an annual report regarding its business development, at least, once a year to
the issuer of plantation business licence and the Minister of Agriculture. Failure to
comply with such reporting obligation, the Indonesian government may impose
administrative sanctions in the form of warning letters up to the revocation of the
Plantation Business Licence.

PT MKH and PT SPS have obtained the required plantation business licence. For further
details on this matter, please refer to Section 6.7.

Minister of Agriculture Regulation No. 18 Year 2021 on Plantation
Development Facilitation for Surrounding Community ("MOA Regulation
18/2021")

Any plantation companies which have obtained Plantation Business Licence of
Cultivation, Plantation Business Licence of Processing and Plantation Business Licence
of Cultivation and Processing ("Integrated IUP") are subject to several obligations,
among other things:

(i) facilitating the development of community plantation along with the construction
of company’s plantation; and

(i) having a partnership with farmers, employees, and community.

The Plantation Development Facilitation for Surrounding Community ‘s obligation may
be carried out through the following schemes:

(@) credit scheme;

(b)  profit sharing scheme;

(c) other financing scheme as agreed by the parties; and/or

(d) other partnership schemes.

Failure to comply with above obligation, the Indonesian government may impose
administrative sanctions in the form of warning letters up to the revocation of the

Integrated IUP.

PT MKH and PT SPS have complied with these requirements. For further details on this
matter, please refer to Section 6.5.
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Regulation of the President of The Republic of Indonesia No. 44 of 2020 on
Indonesian Sustainable Palm-Oil Certification System (“Regulation No.
44/2020")

Pursuant to Regulation No. 44/2020, Indonesian Sustainable Palm Qil Certification
System (“ISPO Certification”) is a palm plantation business system that is
economically, socially, and environmentally feasible, based on the Indonesian
applicable laws and regulations. ISPO Certification is regulated to ensure that the palm
plantation companies and palm plantation business consistently complies with the ISPO
Certification's principles and criteria, in order to produce palm oil sustainably. The
implementation of ISPO can be mandatory or voluntary, depending on the nature of
each palm plantation company or business. ISPO Certificate is issued upon engagement
from a certification institution (lembaga sertifikasi) to conduct the certification
assessment based on ISPO Certification's principles and criteria. A certification
institution (lembaga sertifikasi) is an independent institution that has obtained the
recognition from the ISPO Commission and has been accredited by the National
Accreditation Committee (Komite Akreditasi Nasional) for quality management system
and environmental management system. In the event of an absence of an ISPO
Certificate, the Indonesian government may impose administrative sanctions in the
form of warning letters up to the revocation of Plantation Business Permit (Izin Usaha
Perkebunan).

PT MKH and PT SPS have obtained the ISPO certificate respectively.
Law No. 17 of 2023 on Health ("Health Law")

The Health Law stipulates that every individual is entitled to a healthy environment for
good health. The Indonesian government is responsible to plan, regulate, perform,
develop, and supervise the implementation of distributed and affordable health
measures through public services. The Indonesian government and the public are also
required to guarantee the availability of healthy environment, which includes housing,
working place, recreational area and public facilities. The Health Law stipulates that
healthy environment shall be free from, among others, liquid wastes, dangerous
chemical substances, and polluted water. Business entities are required to guarantee
the health of their employees by way of prevention, improvement, medication, recovery
measures as well as bearing their employees' health care costs in accordance with the
laws and regulations.

PT MKH and PT SPS have complied with the Health Law requirements and have applied
a healthy environment within PT MKH and PT SPS’ area.

Government Regulation No. 47 of 2012 on Corporate Social and
Environmental Responsibility ("GR No. 47/2012")

GR No. 47/2012 was enforced in order to impose a mandatory CSR regime for "natural
resource-based" and "natural resource-related" companies as mandated by Article 74
of the Company Law. Under GR No. 47/2012, a company's director is responsible to
implement the company's CSR activities and required to prepare an annual CSR
operation plan, including an annual CSR budget plan. Such annual operation and
budget plans must be prepared based on the "appropriateness and reasonableness"
described as the financial capacity of the company having regard to the risks that give
rise to the social and environmental responsibilities that must be borne by the company,
subject to the obligations of the company as set out in the legislation governing the
company's business operations. Therefore, the higher the company's profit and the
greater the impact of its operation to the environment, the more resources the
company must allocate for its CSR activities.
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PT MKH and PT SPS are in compliance with the requirements under GR No. 47/2012.
Please refer to Section 6.11 for the CSR activities carried out by PT MKH and PT SPS.

Government Regulation No. 20 of 2021 on The Control over Abandoned
Areas and Lands ("GR No. 20/2021")

Pursuant to GR No. 20/2021, a person or legal entity which owns or possesses any kind
of land rights (HM, HGU, HGB, HP or Right to Manage (Hak Pengelolaan)) must use
their land according to their respective purposes in accordance with the social function
of the land. The landowner must also report the utilisation of their land from time to
time. The Head of Agency (the government or local authority that issued the
licence/concession/business licensing) will conduct evaluation of abandoned area to
ensure that the landowner utilise their land. In the event that the evaluation result
shows that the land is abandoned or not utilized, the Head of Agency convey a written
warning to the landowner. If after the third warning letter the land is still not utilised,
the Head of the Agency stipulate such land as an abandoned land, followed by the
revocation of the landowner’s business licensing and/or the land will become an area
that is controlled directly by the state (dikuasai langsung oleh negara).

PT MKH and PT SPS has respectively obtained the relevant land titles in the form of
HGB and HGU, and thus, PT MKH and PT SPS have controlled over abandoned areas.

Regulation of the Minister for Agrarian and Spatial Affairs/Head of National
Land Agency No. 21 of 2020 on The Handling and Settlement of Land Dispute
("Regulation No. 21/2020")

Regulation No. 21/2020 provides provisions regarding all land-related cases, conflict,
dispute settlements, supervision and management and legal aid and protection. In
general, in order to handle and resolve land disputes and conflicts, as well as cases
related to land, the Minister of Agrarian Affairs and Spatial Planning/Head of the
National Land Agency will receive any complaints originating from the following parties:
(i) Individuals or community members; (ii) Community groups; (iii) Legal entity; (iv)
Government agencies; and (v) Ministry technical units, regional offices of the National
Land Agency and land offices. The settlement of the dispute can also be conducted
through mediation and through traditional institution (lembaga adat) based on local
culture (kearifan lokal).

PT MKH and PT SPS has respectively obtained the relevant land titles in the form of
HGB and HGU and does not have any dispute related to the land.

Intellectual Property Rights Laws and Regulations

The types and regulation of Intellectual Property Rights in Indonesia are Copyright by
Law No. 28 of 2014, Patent by Law No. 13 of 2016 as amended by Law No. 6 of 2023
on the Ratification of Government Regulation in lieu of Law No. 2 of 2022 on Job
Creation as a Law, Trademarks and Geographical Indications by Law No. 20 of 2016 as
amended by Law No. 6 of 2023 on the Ratification of Government Regulation in lieu of
Law No. 2 of 2022 on Job Creation as a Law, Industrial Design by Law No. 31 of 2000,
Integrated Circuit Layout Design by Law No. 32 of 2000, Trade Secrets by Law No. 30
of 2000, and Plant Variety Protection by Law No. 29 of 2000 as amended by Law No.
6 of 2023 on the Ratification of Government Regulation in lieu of Law No. 2 of 2022 on
Job Creation as a Law.

PT MKH and PT SPS have entered into licence agreement on the trademarks with our

Company and have complied with the Intellectual Property Rights Laws and
Regulations.
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Taxation Laws and Regulations

According to Law No. 6 of 1983 concerning General Provisions and Tax Procedures as
lastly amended by Law No. 6 of 2023 on the Ratification of Government Regulation in
lieu of Law No. 2 of 2022 on Job Creation as a Law and DGT Regulation No. PER-
04/P1/2020 Technical Instructions for Implementation of Administration of Taxpayer
Identification Number, Electronic Certificate, and Confirmation of Taxable
Entrepreneur, every taxpayer which has fulfilled the subjective and objective
requirements according to taxation laws and regulation, shall register to the relevant
Tax Service Office whose working area covers the domicile and project location of the
taxpayer.

Whoever deliberately fails to apply to be given a taxpayer registration number which
may cause losses to the state’s revenue shall be punished by imprisonment for a
minimum of 6 months and maximum of 6 years and by fine for a minimum of 2 times
the amount of unpaid or underpaid tax and maximum of 4 times the amount of unpaid
or underpaid tax.

PT MKH and PT SPS have respectively obtained a taxpayer registration number and
comply with the taxation laws and regulations.

Own Interest Terminal Laws and Regulations

Own Interest Terminal (Terminal Untuk Kepentingan Sendiri, “TUKS") is regulated
under Regulation of the Minister of Transportation No. PM 52 of 2021 on Special
Terminals and Private (Own Interest) Terminals. Business entities may construct and
operate own interest terminals in order to support certain activities within the relevant
ports’ work authority areas (daerah lingkungan kerja —“DLKr") and interest authority
areas (daerah lingkungan kepentingan — “DLKp").

In terms of the management of TUKS, Regulation 20/2017 required said management
to be carried out based on cooperation with port operators and upon the securing of
approvals from the Director-General or from the relevant governors or regents/mayors,
depending on the locations of terminals. Said approvals were granted for ten-year
periods and could be extended upon the fulfilment of certain requirements.

PT MKH currently operates a TUKS to support its main business activity and has
obtained the required license to operate a TUKS.

As at LPD, PT MKH and PT SPS are in the midst of applying for the Environmental Approval
which covers the B3 licence under the new regulatory regime in the form of Technical Details
for B3 (as stated in items (d) and (e) above) and PT MKH is in the midst of obtaining the
verified standard certificate (as stated in item (c) above). Please refer to Section 6.7 for further
details on the Environmental Approval and verified standard certificate including the status
and processes of application. As at LPD, our Group is in compliance with the governing laws,

regulations, rules or requirements relating to our business.
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ENVIRONMENT, SOCIAL AND GOVERNANCE PRACTICES

Our Group is committed to act responsibly in its business operations, including to its business
stakeholders, its employees and the local community around its plantation estates. As an oil
palm plantation group, our Group is exposed to risks related to environmental, health and
safety issues in the oil palm industry in Indonesia, hence our Group implements sustainability
practices across all facets of its businesses. With this in place, our environment, social and
governance practices strives to be in-line with the Sustainability Reporting Guide issued by
Bursa Securities, which seeks to help Main Market and ACE Market listed companies to embed
sustainability in their operations. Moving forward, our Group shall endeavour towards
ensuring that our environment, social and governance practices are disclosed to our various
stakeholders in a detailed manner (including disclosures on our Group’s management of
material sustainability matters) via the preparation of Sustainability Statements in line with
Bursa Securities’ Sustainability Reporting Guide, of which our Group has appointed
PricewaterhouseCoopers Risk Services Sdn Bhd in August 2023. Our Group is in the midst of
adopting the sustainability practices as recommended to our Board based on the developed
framework on environment, social and governance. Our Group’s operations are guided by the
following practices, principles, policies and processes to ensure the sustainability of its
business:

Environmental practices

Our Group is committed to preserve a healthy ecosystem at its plantation estates via good
estate management/plantation practices, including:

(@) adoption of zero-burning policy during land clearing and putting up various signboards
on environment preservation and wildlife protection as a constant reminder to our
Group's plantation workers as they carry out their daily duties;

(b) installation of an integrated drainage system across our Group’s plantation estates as
part of its water management practices as well as to maintain the moisture level of soil
to promote growth of oil palm trees;

(c)  reduction of the application of agrochemicals through the use of natural alternatives
such as planting of beneficial plants to combat pests, as well as introduction of barn
owls for pest control in our Group’s plantation estates;

(d) treatment of POME which are accumulated from palm oil milling process and used for
land application in our Group's plantation estates;

(e) generation of electricity for domestic consumption in certain parts of our Group’s
plantation estates by using by-products produced during palm oil milling, i.e. PK shell
and mesocarp fibre as fuel for the boiler to generate steam for the electricity turbine;

(f)  reuse of by-products from our Group’s palm oil milling process, i.e. EFB and decanter
cake, as fertilisers for its plantation estates;

(9) reduce the usage of plastic and shrink wrap, as well as recycle of dry waste such as
plastic, shrink wrap and cartons by selling them to recycling companies for alternative
uses; and

(h)  adoption of no child labour and no discrimination policies where our Group commits to
protect children’s and workers’ welfare.

As at LPD, our Group has not experienced any environmental issues at our plantation estates.
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6.11.2 Health, safety and social

Our Group places strong emphasis on ensuring the well-being of its workers. Our Group has
established a Safety and Health Committee to develop in-house occupational health and
safety rules, review the policies and ensure that all employees are in a safe working
environment. Initiatives undertaken by our Group to ensure the health, safety and well-being
of its employees include:

(@) building and provision of infrastructure and facilities such as ATMs, mini market, staff
quarters, recreational facilities and prayer facilities to improve the livelihood and living
convenience of our Group’s workers and the local community;

(b) availability of a 24-hour clinic with medical personnel on duty and essential medical
equipment to address the medical needs of the community;

(c) implementation of health programme and regular fogging to prevent dengue;

(d) equipping our Group'’s workers with the necessary safety and protection equipment for
work, such as face masks, rubber boots and gloves;

(e) regular cleaning activities to ensure the cleanliness and hygiene of workplace and living
quarters; and

(f)  imposition of infection control measures during the COVID-19 pandemic, to protect our
Group’s employees against potential COVID-19 infection.

Further, our Group has also received several appreciations/awards in recognition of its
emphasis on the health, safety and well-being of its employees, as follows:

Year Appreciation / award Awarding body

2020 Appreciation on the implementation of Governor of East Kalimantan
prevention and control programme on HIV and
AIDs at workplace (Gold standard)

2021 Appreciation on the implementation of Governor of East Kalimantan
prevention and control programme on HIV and
AIDs at workplace (Platinum standard)

2021 Appreciation on the prevention of COVID-19 at Governor of East Kalimantan
workplace (Gold standard)

2022 Appreciation on the prevention of COVID-19 at Ministry of Manpower of the
workplace (Platinum standard) Republic of Indonesia

As an oil palm group in Indonesia, our Group is obligated to participate in the Plasma
Programme initiated by the Government of Indonesia to facilitate the development of
community plantation and to establish cooperation between plantation companies and
community members in the village to improve the wellbeing of underprivileged communities
and reduce socio-economic disparities.
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As part of our Group’s CSR initiatives, our Group has also established a pre-school, a primary
school and junior secondary school (from Grade 7 to Grade 9) to provide education to the
children of our estate workers. Further, as our Group is concerned with community needs and
the front-liners since the COVID-19 pandemic outbreak, our Group donated more than
100,000 pieces of face masks to the Provincial Government of Kutai Kartanegara and
communities near our plantation estates. Our Group also donated oxygen regulators to Kutai
Kartanegara Health Office (Dinas Kesehatan Kutai Kartanegara) for the welfare of the
patients.

Additionally, our Group organised blood donation drives to encourage blood donation and
conducted fogging activities at the surrounding community and staff quarters to prevent
dengue.

Governance

Our Group recognises the importance of promoting good corporate governance to ensure
long term sustainability, growth and delivering value. As such, our Group is committed to
uphold the highest standards of corporate governance and ethical conduct in accordance with
the principles and practices of corporate governance as set out in the MCCG.

PT MKH obtained its ISPO certification since 4 April 2017 while PT SPS obtained the ISPO
certification (with a 5-year certification) from PT Global Inspeksi Sertifikasi, an accredited
certification body of ISPO on 27 July 2022. Our Group has met the criteria under the ISPO
certification including but not limited to environmental management and monitoring, s ocial
and community responsibility, sustainable business development as well as the technical
guidelines for oil palm cultivation and processing where our Group conform to good
agricultural practices.

EMPLOYEES

The breakdown of our employees as at 30 September 2023 and LPD are as follows:

Permanent Contractual

Department/

Business function LocalV  Foreign® Local®V Foreign®  Total
As at 30 September 2023
Director - 2 - - 2
Key senior - 4 - - 4

management
Administrative, finance 90 13 6 - 109

and information

technology
Field audit/R&D 29 - 5 - 34
General workers® 1,934 2 331 - 2,267
Harvesters 1,033 - 364 - 1,397
Support® 321 1 30 - 352
Palm oil milling 171 1 10 - 182
Jetty 30 - - - 30
Purchasing 12 1 1 - 14
Logistics 14 - - - 14
Total 3,634 24 747 - 4,405
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Department/

Business function Local® Foreign® Local® Foreign®  Total
As at LPD
Director - 2 - - 2
Key senior - 4 - - 4

management
Administrative and IT 58 10 6 - 74
Audit and finance 33 4 5 - 42
Field audit/R&D 32 - 1 - 33
General workers® 2,029 2 295 - 2,326
Harvesters 1,183 - 292 - 1,475
Support® 330 2 16 - 348
Palm oil milling 178 1 3 - 182
Jetty 30 - - - 30
Purchasing 13 1 1 - 15
Logistics 13 - 1 - 14
Total 3,899 26 620 - 4,545
Notes:
O Refers to Indonesian employees.

@ Refers to non-Indonesian employees i.e. Malaysian employees.

©) Comprises general workers that carry out planting, chemical spraying, application of
fertilisers, general maintenance and other labour works.

* Comprises support personnel in human resources and general affairs; health, safety
and environment; ISPO compliance; geographic information system; land business
development and quality management system.

As at LPD, our Group has a total workforce of 4,545 employees of which 3,925 are permanent
employees and 620 are contractual employees. None of our employees are member of any
union nor have there been any major industrial disputes in the past.

For information purposes, our Group had on 31 March 2023 terminated the management
services agreement entered into with MKH Resources for the provision of internal audit,
human resources and administration and IT to our Group.

In this respect, Chen Wei Chyong, our Executive Director, was appointed to oversee our
Group’s IT, human resource and administration functions, which were set up in April 2023,
where she is supported by 42 personnel, of which 5 are local employees and 37 are Indonesian
employees, with respective functional expertise. Our Group has set up an internal audit
function to plan and execute the annual audit plans, subject to review and evaluation of our
Audit and Risk Management Committee, as well as to provide assurance that our business
and operations are carried out in accordance with our Group’s relevant policies and
procedures. In October 2023, we have recruited an internal audit manager which possess
knowledge in internal audit and established our internal audit system.

All foreign employees (i.e. Malaysian employees) employed by us have valid working permits
and are not in breach of any immigration laws.
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7.1

HISTORY OF OUR GROUP

The history of our Group can be traced back to 19 November 2004 when our parent company,
MKH acquired the entire equity interest in our Company as a shelf company. Between 2006
and 2019, there were 3 allotments of shares of our Company to MKH, and MKH remained as
the sole shareholder of our Company. Apart from these allotments, in 2011 and 2013, there
was an allotment of RCPS each year to Metro Kajang (Oversea), which were all redeemed
and converted to ordinary shares in 2021 and resulted in Metro Kajang (Oversea) owning
43.27% equity interest and MKH owning the remaining 56.73% equity interest in our
Company.

The acquisition of our subsidiaries and changes in shareholdings, as well as the history and
development of our Group and business operations since 2008 are as follows:

Incorporation/acquisition of our subsidiaries and changes in shareholdings

As part of MKH’s plan to venture into oil palm plantation business, on 18 January 2008, our
Company acquired the entire equity interest in SJL Utama Pte Ltd ("SJL”), a company
incorporated in Labuan, Malaysia which had a 94.998%-owned subsidiary named PT MKH,
with the remaining equity interests held by PT Khaleda Anugerah Utama ("PT Khaleda”)
(4.998%), Ong Khek Gee (0.002%) and Juhni Mirza (0.002%). PT MKH owned approximately
15,942.6 Ha of plantation land located in East Kalimantan, Indonesia. Before the acquisition
of the entire equity interest in SJL, our Company had remained dormant since the acquisition
by MKH.

On 1 July 2009, our Company acquired 94.998% equity interest in PT MKH from SJL, resulting
in PT MKH becoming our directly-owned subsidiary. This was in preparation of the cessation
of SJL's business to streamline the corporate structure of MKH, whereby SJL was subsequently
struck off from the register of Labuan Financial Services Authority with effect from 15
November 2011. On the same date, another subsidiary under MKH, namely Metro Kajang
(Oversea), acquired 0.002% equity interest in PT MKH from Ong Khek Gee.

Between 2015 and 2018, PT MKH undertook 3 allotments of shares to its shareholders, namely
PT Khaleda, Juhni Mirza and Metro Kajang (Oversea); and on 7 February 2018, Juhni Mirza
disposed his entire equity interest to PT Khaleda; which resulted in Metro Kajang (Oversea)
owning 0.67% equity interest, PT Khaleda owning 5.00% equity interest, and our Company
owning the remaining 94.33% equity interest in PT MKH.

On 27 March 2017, as part of our expansion plans, MKH Plantation, a wholly-owned subsidiary
of MKH, acquired 75.00% equity interest in PT SPS, with the remaining equity interest held
by Ivakijaya (20.00%) and PT Khaleda (5.00%). PT SPS owned approximately 2,445.5 Ha of
plantation land located adjacent to the plantation land owned by PT MKH.

In 2021 and 2022, PT Khaleda transferred all of its equity interest in PT MKH (5.00%) to PT
Hikmat, resulting in PT Hikmat owning 5.00% equity interest, Metro Kajang (Oversea) owning
0.67% equity interest, and our Company owning the remaining 94.33% equity interest in PT
MKH. Over the same period, PT Khaleda transferred all of its equity interest in PT SPS (5.00%)
to PT Hikmat, resulting in PT Hikmat owning 5.00% equity interest, Ivakijaya owning 20.00%
equity interest, and MKH Plantation owning the remaining 75.00% equity interest in PT SPS.

As part of the Pre-IPO Reorganisation and in preparation for our Listing, our Company has
undertaken the Acquisition of PT MKH and Acquisition of PT SPS to acquire the remaining
5.67% equity interest in PT MKH that are owned by PT Hikmat (5.00%) and Metro Kajang
(Oversea) (0.67%); as well as the entire equity interest in PT SPS that are owned by PT
Hikmat (5.00%), Ivakijaya (20.00%), and MKH Plantation (75.00%). The Acquisition of PT
MKH and the Acquisition of PT SPS were completed on 20 December 2023, and PT MKH and
PT SPS became our wholly-owned subsidiaries.
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7.1.1

History and development of our Group and business operations

Upon the acquisition of SJL in 2008, we purchased oil palm seedlings from third party suppliers
and commenced the cultivation of seedlings by setting up a nursery on the plantation land.
By end of 2008, we had planted oil palms on approximately 20.0% of the total plantation
land; and by end of 2009, we had planted oil palms on approximately 55.0% of the total
plantation land. By end of 2010, approximately 90.0% of the plantation land was planted with
oil palms.

In January 2011, we began to harvest FFB and commenced sale of FFB to third party palm
oil mills. In October 2011, we completed the construction of a palm oil mill with a processing
capacity of 60 MT FFB per hour, on the plantation estate owned by PT MKH, to commence
the processing of FFB harvested from our plantation estate to produce CPO and extract PK.
With this, we ceased selling FFB to third party palm oil mills as we began processing all FFB
harvested from our plantation estate in our palm oil mill, except during periods where our
palm oil mill undergoes annual major maintenance.

With the aim to increase the operational capacity of our palm oil mill as part of our expansion
plan and to meet our rising FFB production, in July 2014, we upgraded our palm oil mill to a
capacity of 90 MT FFB per hour.

Upon the acquisition of PT SPS in 2017, the total area of our oil palm plantation land increased
to 18,388.1 Ha. At the point of acquisition, approximately 70.0% of the plantation land of PT
SPS was already planted with oil palms.

On 4 April 2017, PT MKH obtained the ISPO certification from PT SGS Indonesia, an
accredited certification body of ISPO as a testament to the sustainability of our plantation
practices and in recognition of our compliance with the relevant laws and regulations in
Indonesia. On 27 July 2022, PT SPS obtained the ISPO certification from PT Global Inspeksi
Sertifikasi, an accredited certification body of ISPO. Please refer to Section 7.1.1 for further
details of the certifications and awards obtained by our Group.

As our oil palms began entering the prime mature stage with peak FFB harvest, we recognised
the importance of enhancing the productivity in our plantation estates. In 2018, we purchased
and commissioned over 100 units of powered wheelbarrows to replace some of our
conventional wheelbarrows for the collection of FFB, thus increasing our in-field mobility and
operational efficiency in FFB collection. Further, we began implementing more mechanisation
processes and adopted more technology to enhance the productivity and efficiency of FFB
collection in our plantation estates. Please refer to Section 7.7 for further details of the
technology adopted by our Group.

In October 2018, our Group began to undertake the building materials trading business in
Malaysia, together with another subsidiary under MKH, namely MKH Building Materials Sdn
Bhd. Subsequently in 2021, our Group had ceased the building materials trading business
since 1 January 2021 for the preparation of our Listing.

Certification and awards

Our Group adopts plantation practices that focus on the efficiency of our plantation
management and quality of our crop. Among the areas of our plantation practices include
field upkeep and weed control, soil fertility and conservation, pest management,
mechanisation, water management, harvesting and crop quality, as well as safety, health and
environment management. The adoption of these plantation practices has improved FFB
yields in our plantation estates as well as OER and KER in our palm oil mill. It helps to ensure
the quality of our products. Please refer to Section 7.4.1 for further details of the plantation
practices adopted by our Group.
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As a testament to the quality of our products and the efficiency of our plantation practices,
our Group was awarded with the following certifications and awards:
Certifications
Certification
body/ Current
awarding Date first validity
Certification Processing facility / scope body awarded period
ISPO Compliance with the ISPO PT SGS 4 April 11 August
certification system of the Indonesia 2017 2025
plantation estate and palm oil
mill owned and operated by PT
MKH
ISPO Compliance with the ISPO PT Global 27 July 26 July
certification system of the Inspeksi 2022 2027
plantation estate owned and Sertifikasi
operated by PT SPS
Company performance Conformance to the Governor of 5 June ON/A
rating assessment requirements in efforts carried East 2015
programme in out to control pollution and/or Kalimantan
environmental damage to the environment

management (PROPER) carried out by PT MKH
— Blue (2015 to 2020)
and Green (2021 to

2023)

Note:

a This is a yearly assessment conducted by the Governor of East Kalimantan on our level
of conformance to the requirements in controlling pollution and/or damage to the
environment. These certificates are usually issued to our Group in the middle of every
calendar year upon the completion of assessments.

This assessment comprises 5 ranks, i.e. from black being the lowest rank, to red, blue,
green and gold being the highest rank. Our Group received a Blue rank from 2015 to
2020, and a Green rank from 2021 to 2023. This demonstrates our continuous and
enhanced efforts in preserving the environment as part of our business operations.

As mandated by the Indonesian Government, ISPO certification is a mandatory certification
scheme for all oil palm growers in Indonesia, with the aim to improve sustainable practices
and reduce greenhouse gas emissions in the Indonesian oil palm industry. The scheme is
based on relevant prevailing Indonesian laws and regulations which aims to facilitate
compliance by palm oil producers as detailed in Section 6.10. To obtain the ISPO certification,
we are evaluated and audited by accredited certification bodies of ISPO, from all aspects of
the abovementioned plantation practices. Further, we are reviewed regularly by our
customers (i.e. downstream refineries and PK crushing mills) based on the scope of ISPO
assessment criteria as part of their audit process. In the event that our Group does not meet
the ISPO assessment criteria during our customers’ audit process, the customers may not
purchase CPO and/or PK from us until we meet their ISPO assessment criteria, or may request
for higher discount when they purchase CPO and/or PK from us.
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Awards
Year Award Awarding body
2019 Zero Work Accident Award Ministry of Manpower of the
Republic of Indonesia
2019 Zero Accident Award Governor of East Kalimantan
2020 Gold Award for Best Foreign Owned Plantation Provincial Government of
Company Kutai Kartanegara,
Indonesia
2020 Zero Accident Award Governor of East Kalimantan
2021 Zero Accident Award Governor of East Kalimantan
2022 First Class Plantation (Excellence) Plantation office of Kutai
Kartanegara, Indonesia
2022 Zero Accident Award Governor of East Kalimantan
7.2 DESCRIPTION OF OUR BUSINESS
We are an upstream oil palm plantation group and our operations are based in East
Kalimantan, Indonesia. Through our subsidiaries, we are principally involved in:
(@) cultivation of oil palm; and
(b) production and sale of CPO and PK.
As at LPD, our Group owns 2 oil palm plantation estates, 1 palm oil mill and 1 jetty located in
East Kalimantan, Indonesia. The harvested FFB in our plantation estates are sent to our palm
oil mill for the production of CPO and extraction of PK for onward sales to our customers.
Our principal activities, business model and products are further detailed in the ensuing
sections.
7.2.1 Cultivation of oil palm

Through our subsidiaries, we cultivate oil palm and harvest FFB on 2 plantation estates owned
by our Group located in East Kalimantan, Indonesia. These 2 plantation estates have a total
plantation land area of 18,205.3 Ha, comprising 17,008.8 Ha of planted area and 1,196.5 Ha
of unplanted area as at LPD, with details as follows:

PT MKH PT SPS Total
Ha
Total planted area 15,012.4 1,996.4 17,008.8
Unplanted area for other purposes (e.g. palm 930.2 266.3 1,196.5
oil mill, management office, housing,
nursery, roads, drains, canals)
Total land area 15,942.6 (1)2,262.7 18,205.3
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Note:

M 182.8 Ha of the plantation land area owned by PT SPS has been earmarked for transfer
in the form of HGU to Sawit Seguntung Jaya Plantation Cooperative, Puan Cepak
Village. The transfer of the plantation land area was to fulfill the obligation of PT MKH
under the Plasma Programme whereby PT MKH is obligated to amongst others, provide
the plantation facilities and assist in the management of the plantation land. Please
refer to Section 6.5(b)(v) for further details of the transfer of plantation land area
measuring 182.8 Ha.

Under Plantation Law and MOA Regulation No. 18/2021 (as respectively defined in Section
6.10), the Indonesian Government requires oil palm plantation companies to develop and
manage new plantations under the Plasma Programme for local cooperatives which comprise
local farmers. Under the Plasma Programme, our Group is required to provide a total of
2,226.0 Ha of plantation land (1,606.0 Ha under PT MKH and 620.0 Ha of plantation land
under PT SPS) for plantation development and management for the local cooperatives. To
fulfil this requirement, PT MKH and PT SPS have entered into several agreements, among
others, Cooperation Agreement for Development of Plasma Plantation between Sawit
Seguntung Jaya Plantation Cooperative and PT SPS with the Plasma Core Partnership Pattern
dated 20 September 2016 as amended by the first addendum dated 9 July 2018. As at LPD,
our Group has fully fulfilled the Plasma Programme requirement, where 1,906.0 Ha of
plantation land provided to the local cooperatives have been planted with oil palm, and the
remaining 320.0 Ha of plantation land provided to the local cooperatives are yet to be planted
as they are pending the issuance of IUP to commence planting. The following table illustrates
the Plasma Programme requirement as fulfilled by PT MKH and PT SPS respectively:

Plasma Programme requirement

Land size Plantation
Fulfilled (Ha) Location cooperative involved
PT MKH 1,200 Desa Sedulang Sawit Sendowan
1406 Desa Puan Cepak Sawit Sendowan
PT SPS M300 Desa Sedulang Sawit Sendowan
0320 Desa Puan Cepak Sawit Seguntung Jaya
2,226
Notes:
M Pursuant to the Regulation of the Indonesian Minister of Agriculture No.

98/Permentan/0T.140/9/2013 on Guidelines on Plantation Business Licence of
Cultivation as amended lastly by the Regulation of the Indonesian Minister of
Agriculture No. 21/Permentan/KB.410/6/2017, any oil palm plantation company which
obtained its IUP prior to 28 February 2007 and has implemented Perusahaan Inti
Rakyat (PIR) Plantation Scheme, PIR with transmigration scheme or PIR with Credit
Facility for Cooperation (Kredit Koperasi Primer untuk Anggota) or any other core-
plasma cooperation is not required to develop and manage community/plasma
plantations with a plantation area of at least 20.0% of the total planted area. In view
that PT MKH obtained its IUP on 15 November 2005, PT MKH was not required to
comply with the aforementioned obligations as it was not stated in the Plantation
Business Licence of Cultivation (IUP) of PT MKH. Nevertheless, PT MKH and PT SPS
have collaborated with Sawit Sendowan Plantation Cooperative pursuant to the Decree
of Kutai Kartanegara dated 21 July 2009 on determination of plasma participants in the
partnership program in the following manner:

(a) a total of 1,200.0 Ha of land for Sawit Sendowan Plantation Cooperative

located at Desa Sedulang has been assigned to PT MKH to develop and
manage;
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@

(b) a total of 300.0 Ha of land for Sawit Sendowan Plantation Cooperative located
at Desa Sedulang has been assigned to PT SPS to develop and manage; and

(0 a total of 406.0 Ha of land for Sawit Sendowan Plantation Cooperative located
at Desa Puan Cepak has been assigned to PT MKH to develop and manage.
There was no agreement entered into with Sawit Sendowan Plantation
Cooperative in this respect. However, on 24 December 2012, PT MKH had
entered into the Cooperation Agreement for Plasma Plantation Development
with Sawit Seguntung Jaya Plantation Cooperative, as detailed in Section
6.5(b)(iv), to continue with the development and management of
community/plasma plantations after discussion and agreement between PT
MKH and the local farmers. For clarity, the entry into the Cooperation
Agreement for Plasma Plantation Development with Sawit Seguntung Jaya
Plantation Cooperative is in accordance with the Decree of Kutai Kartanegara
dated 21 July 2009 on determination of plasma participants in the partnership
program.

In view that PT SPS obtained its IUP on 19 October 2009, PT SPS was required to
develop and manage community/plasma plantations with a plantation area of at least
20.0% of the total planted area. Based on the principal agreement entered into with
Sawit Seguntung Jaya Plantation Cooperative in September 2016, PT SPS was required
to develop and manage approximately 320 Ha plantation area based on the planted
area of 1,567 Ha at that point in time.

Following the rehabilitation and planting activities by PT SPS, the total planted area of
PT SPS’ plantation estate has increased to 1,996.4 Ha as at LPD. Pursuant thereto, the
relevant supplemental agreement or addendum to the principal agreement in respect
of the abovementioned Plasma Programme obligations shall be entered into between
PT SPS and Sawit Seguntung Jaya Plantation Cooperative upon the issuance of IUP,
which is expected to be obtained by 2" quarter of 2024, for Sawit Seguntung Jaya
Plantation Cooperative, whereby PT SPS shall be required to develop and manage a
total of approximately 400 Ha of land (i.e. 320 Ha (already assigned to PT SPS) and 80
Ha (to be assigned to PT SPS)) being the plantation area to be assigned based on the
Plasma Programme requirement of at least 20% of total planted area of approximately
1,996.4 Ha by Sawit Seguntung Jaya Plantation Cooperative.

Please refer to Section 6.5(b) for the further details on the agreements entered into with the
plantation cooperatives.

The rest of this page is intentionally left blank

175



Registration No.: 200401023680 (662186-D)

7.

BUSINESS OVERVIEW (Cont'd)

Location and land profile of our oil palm plantation estates

Our oil palm plantation estates owned and managed by PT MKH and PT SPS are adjacent to
each other and are located in East Kalimantan, Indonesia as shown in the map below:

PT MKH and PT SPS

Mahakam River

Main cities in East
Kalimantan
Balikpapan .
Samarinda

: Indicates districts
where the national
capital of Indonesia
will be relocated to

Our palm oil mill is located within the central region of our plantation estate managed by PT
MKH. Our plantation estates and palm oil mill are located at approximately 90km from
Samarinda, the capital of East Kalimantan; and 200km from Balikpapan, the financial centre
of Kalimantan. Further, our plantation estates and palm oil mill are located within Kutai
Kartanegara and 270km from North Penajam Paser, which are the 2 districts where the
national capital of Indonesia will be relocated to.

Geographically, our plantation estates are situated along the equator, which are areas with
adequate levels of rainfall and direct sunshine, making them ideal for oil palm growth. All the
terrain of our oil palm planted areas are generally flat to gently undulating with the whole of
the land below 50 metre AMSL, whereby most of the elevations are between 15 metre and
30 metre AMSL and higher, and up to 40 metre AMSL near the eastern boundary. This eases
our operations, including planting, upkeep and maintenance as well as harvesting and
evacuation of FFB, as it does not require our workers to ascend steep slopes, or to operate
our machinery and vehicles such as powered wheelbarrows, farm ATVs and UTVs, and trucks
across steep slopes, to carry out these activities which are more time- and energy- consuming;
thus, contributing to our productivity.

Our plantation estates are equipped with an integrated drainage system which comprises a
network of canals and drains spanning across our estates as well as water control equipment
such as pumps, stoppers and water gates, for water management purposes. It helps to divert
excess rainwater to a lake nearby to minimise the risks of flood; as well as to maintain the
moisture level of soil. We have a private jetty owned and operated by our Group, which is
located approximately 48km away from our plantation estates. The private jetty is a river jetty
along the Mahakam River which eases the logistics management as we are able to transport
our CPO and PK via the jetty to other river ports along the Mahakam River for onward delivery
to our customers, through third party providers appointed by our customers.
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The layout of our plantation estates as well as the location of our palm oil mill and jetty are
shown in the map below:

—* PT MKH

palm oil mill
equator

PT SPS

jetty
e

perd

The illustrations of our plantation estates, palm oil mill and jetty are shown below:

Plantation estates
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Palm oil mill

Jetty

In terms of soil profile, our plantation estates are located on both mineral soil land and peat
soil land, with breakdown as follows:

PT MKH PT SPS Total
Total Total Total
Soil type planted area % planted area % planted area %
Ha Ha Ha
Mineral 8,433.8 56.2 235.7 11.8 8,669.5 51.0
Peat 6,578.6 43.8 1,760.7 88.2 8,339.3 49.0
15,012.4 100.0 1,996.4 100.0 17,008.8 100.0
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As at LPD, 51.0% of our oil palms planted area are on mineral soil land, and the remaining
49.0% of our oil palms planted area are on peat soil land. The different types of soil land do
not affect our plantation activities, growing conditions of our oil palms, nor our FFB yield.

Age profile of our oil palm

Oil palms start to mature from around the 4t year after planting and typically reach their
peak production period from around the 10™ year until approximately the 20t year. We
classify our young mature oil palms as those aged between the 4™ year and 9% year, and our
prime mature oil palms as those that aged between the 10" year and 20™ year. In general,
young mature oil palms can produce approximately 16MT of FFB per Ha per year; and prime
mature oil palms can produce over 25MT of FFB per Ha per year.

The age profile of our oil palm as at LPD is depicted as follows:

PT MKH PT SPS Total
Age Profile Ha % Ha % Ha %
Immature - - - - - -
(0 to 3 years) - - - - - -
Young mature - - 865.3 43.3 865.3 5.1
(4 to 6 years) - - 589.0 29.5 589.0 3.5
(7 to 9 years) - - 276.3 13.8 276.3 1.6
Prime mature 15,012.4 100.0 1,131.1 56.7 16,143.5 94.9
(10 to 12 years) - - 824.3 41.3 824.3 4.8
(13 to 16 years) 15,012.4 100.0 306.8 15.4  15,319.2 90.1
(17 to 20 years) - - - - - -
Oid - - - - - -
(21 to 25 years) - - - - - -
Replanting - - - - - -
(>25 years) - - - - - -
Total 15,012.4 100.0 1,996.4 100.0 17,008.8 100.0

As at LPD, a majority of our oil palms (i.e. 16,143.5 Ha, or 94.9% of our total planted area)
were prime mature oil palms that are in their peak production years, while the remaining were
young mature oil palms (i.e. 865.3 Ha, or 5.1% of our total planted area) which will soon be
entering peak production. As at LPD, none of our oil palms are immature oil palms aged 3
years and below, old oil palms aged between 21 and 25 years, or older than 25 years which
are due for replanting. When our oil palms reach old stage at the age of around 22 years, we
will commence replanting on a staggered basis, which includes cultivation of oil palm seedlings
for about 9 to 12 months and field planting. Please refer to Section 7.4.1 for further details
on our planting process of oil palms.

Nevertheless, our replanting efforts may not only involve oil palms that are older than 25
years, as replanting, or known as infilling, may be carried out as and when required to replace
unhealthy oil palms, in order to maintain the number of oil palms per Ha (i.e. 136 to 145 oil
palms per Ha) and our FFB yield.

In preparation for the infilling which may be required from time to time and supply of oil palm
seedlings to local cooperatives under our Plasma Programme, we are continuously involved
in the cultivation of oil palm seedlings. As at LPD, we have an oil palm nursery measuring
10.4 Ha in our plantation estate owned by PT MKH. Our seedlings mature at age between 9
and 12 months and will be transplanted to our plantation estates. The matured seedlings in
our oil palm nursery will be prioritised for field planting in our plantation estates, however the
seedlings may be sold to local cooperatives under our Plasma Programme.
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FFB yields

In our plantation estates, harvested FFB are transported to our palm oil mill where processing
takes place for the production of CPO and extraction of PK. As FFB from oil palm crops are
perishable and need to be processed as soon as possible to achieve maximum oil yield, we
transport the harvested FFB to our palm oil mill within 24 hours for processing. Please refer
to Section 7.2.2 for further details on the production of CPO and PK.

With all oil palms at its prime mature stage, plantation estates managed by PT MKH recorded
average FFB yields at 29.9MT per Ha, 27.9MT per Ha, 24.2MT per Ha and 25.8MT per Ha in
FYE 2020 to 2023 respectively. On the other hand, our FFB yields in the plantation estate
managed by PT SPS stood at 22.7MT per Ha, 14.7MT per Ha, 13.5MT per Ha and 11.1MT per
Ha in FYE 2020 to 2023, respectively.

A summary of our FFB yield profile is shown below:

Average FFB yield per Ha(")

FYE 2020 FYE 2021 FYE 2022 FYE 2023
MT
PT MKH 29.9 27.9 24.2 25.8
PT SPS 22.7 14.7 13.5 11.1
Overall Group 29.3 (226.7 (2)23.2 (224.1

Notes:

@ Represents the FFB yield in our plantation estates owned and managed by PT MKH and
PT SPS. This does not include FFB yield for the plantations of the local cooperatives
under the Plasma Programme.

@ Lower FFB yield in FYE 2021 and FYE 2022 was due to lower FFB harvested from our
plantation estates as a result of heavy rainfall from La Nina phenomenon in FYE 2021
and 2022. The average monthly rainfall recorded in our plantation estates increased
from 140mm in FYE 2020 to 198mm in FYE 2021, and to 240mm in FYE 2022.
Notwithstanding that our plantation estates are equipped with an integrated drainage
system to divert excess rainwater to a lake nearby to minimise the risk of flooding, the
La Nina phenomenon in FYE 2021 and FYE 2022 resulted in higher-than-expected
rainfall which caused flooding to some area in our plantation estates and also affected
pollination, which eventually led to lower FFB yield. In FYE 2023, the La Nina
phenomenon continued in the first half of FYE 2023 until March 2023 which continued
to result in heavy rainfall, before the rainfall began to reduce in April 2023. In overall,
the average monthly rainfall recorded in our plantation estates in FYE 2023 was
161mm. Despite the overall improved rainfall situation in FYE 2023, our FFB yield in
FYE 2023 remained relatively low as compared to FYE 2020 and 2021, due to continued
heavy rainfall in the first half of FYE 2023.

PT SPS experienced a more significant decline in FFB yield in FYE 2021 and FYE 2022
as compared to the decline in FFB yield in PT MKH over the same period. This was due
to a less established drainage system compared to PT MKH, as PT SPS was a relatively
newly acquired estate. As such, PT SPS experienced prolonged floods in its oil palm
field, and its FFB harvesting activities were therefore disrupted. Our Group has since
continuously strengthened our rehabilitation efforts in PT SPS to better mitigate future
adverse weather conditions. Rehabilitation in both of our plantation estates in PT MKH
and PT SPS is an on-going effort to maintain the efficiency of, and/or to enhance, our
drainage system through amongst others, deepening and widening the canals and
drains as well as the outlets diverting excess rainwater from our estates; and
constructing additional canals and drains within our estates if needed. As at LPD, our
Group has deepened and widened the outlets in both PT MKH and PT SPS to allow
quicker diversion of rainwater during heavy rain to minimise the risk of flooding, and is
constantly desilting and upkeeping the canals and drains.
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7.2.2

Apart from using the harvested FFB for the production of CPO and PK in house, we sell
harvested FFB to neighbouring palm oil mills located within 2 to 3 hours of delivery distance,
during the period where our palm oil mill undergoes annual major maintenance. These FFB
are delivered to our neighbouring palm oil mills through transporters appointed by our Group.

Production and sale of CPO and PK

We have a palm oil mill with a processing capacity of 90MT FFB per hour located within the
plantation estate managed by PT MKH. Save for the period where our palm oil mill undergoes
maintenance, all FFB harvested in our plantation estates are transported to this palm oil mill
for the production of CPO and extraction of PK. As our palm oil mill is located within our
plantation estates, it enables us to deliver our harvested FFB to the palm oil mill to be
processed in the shortest time possible. This is essential as FFB from oil palm crops are
perishable and need to be processed as soon as possible to achieve maximum oil yield. We
purchase FFB from local cooperatives under our Plasma Programme for processing at our
palm oil mill.

A summary of our FFB produced, purchased and processed; as well as our CPO produced and
PK extracted together with the OER and KER is shown as follows:

FYE FYE FYE FYE
2020 2021 2022 2023
MT

Input for our palm oil mill (i.e. FFB) for the production of CPO and extraction of
PK
FFB harvested in our plantation

estates
- PT MKH 433,413 417,780 362,904 388,006
- PT SPS 28,772 21,941 19,848 22,224
FFB purchased under Plasma 20,599 20,175 22,210 23,051
Programme
Total FFB processed 482,889 459,940 404,901V 433,011
Output from our palm oil mill (i.e. CPO and PK)
CPO produced 100,010 89,438 74,942 89,017
OER (%) 20.7 19.4@ 18.5@ 20.6®
PK extracted 20,331 17,963 16,245 16,886
KER (%) 4.2 3.9@ 4.02 3.9
Notes:

a Lower FFB processed in FYE 2021 and FYE 2022 was due to lower FFB harvested from
our plantation estates as a result of heavy rainfall from La Nina weather phenomenon
in FYE 2021 and 2022.

@ Lower OER and KER in FYE 2021 and FYE 2022 were due to higher moisture content

in FFB harvested as a result of heavy rainfall from La Nina weather phenomenon in FYE
2021 and 2022.
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® Higher OER in FYE 2023 was due to lower moisture content in FFB harvested as a result
of decreased rainfall in the second half of year 2023, whereas lower KER in FYE 2023
was due to shrinking of FFB fruitlet size caused by the earlier La Nina weather
phenomenon. For avoidance of doubt, FFB fruitlet size is generally affected by weather
condition, whereby prolonged La Nina weather phenomenon generally leads to
shrinking of FFB fruitlet size. However, as the La Nina weather phenomenon improved
with decreased rainfall in FYE 2023, the moisture content in FFB fruitlets decreased,
hence leading to greater amount of oil extracted from FFB harvested and recording
higher OER in FYE 2023 despite the shrinking of FFB fruitlet size. On the contrary, in
FYE 2023, the size of the kernels remained relatively unchanged as the development
of FFB fruitlets generally takes place approximately 9 to 10 months before harvesting.

Our Group's OER, from FFB processed to CPO produced, stood at 20.7%, 19.4%, 18.5% and
20.6% in FYE 2020 to 2023. On the other hand, our KER, from FFB processed to PK extracted,
stood at 4.2%, 3.9%, 4.0% and 3.9%, respectively over the same period.

We sell our CPO to downstream refineries in Indonesia for further processing into palm-based
edible oils and other oleochemical products. Further, PK extracted from FFB in our palm oil
mill are sold to PK crushing mills and downstream refineries in Indonesia to produce PK
products.

According to the Indonesian National Standard’s quality guidelines published by the National
Standardisation Agency of Indonesia, the content of FFA in CPO produced by palm oil mills in
Indonesia should not be more than 5.0% at the point of loading for delivery to customers.

Over the years, the FFA content in CPO produced by our Group is generally lower than 5.0%,
at averages of 3.4%, 4.0%, 4.6% and 4.3%, respectively in FYE 2020 to 2023. We purchase
CPO with FFA content of above or close to 5.0% from neighbouring palm oil mills to mix with
our CPO in order to achieve CPO with higher FFA content but still below 5.0% for sale to
customers. This enables us to increase the production of our CPO at lower cost as CPO with
higher FFA content is generally purchased at a discounted rate from our neighbouring palm
oil mills, thereby increasing our sales revenue and profitability at a cost-effective manner. In
FYE 2020, 2021 and 2023, we purchased 1,503MT, 2,709MT and 144MT of CPO, respectively
from neighbouring palm oil mills. We did not purchase CPO from neighbouring palm oil mills
for mixing with our CPO in the FYE 2022 due to relatively high FFA content (at an average of
approximately 6.5%) in the CPO offered for sale to our Group by our neighbouring palm oil
mills.

To maintain a low FFA content in CPO produced by our Group and to ensure delivery of CPO
with FFA content lower than 5.0% to our customers, we undertake the following quality
control processes:

(@) We practise a FFB harvesting interval of 10 to 12 days and collect loose fruits on the
ground within 2 days of FFB harvesting to avoid overripe FFB which may increase the
FFA content.

(b)  We transport the FFB and loose fruits collected to our palm oil mill within 24 hours for
processing to achieve maximum oil yield and to avoid overripe FFB which may increase
the FFA content.

(c)  While the CPO produced by our Group is stored in our storage tanks, we perform
regular testing on the FFA content, and perform mixing when required to produce CPO
with optimised level of FFA content (below 5.0%) for sale to customers.

Despite having these quality control processes in place, in FYE 2020 to 2023, there were some

sales of CPO with FFA content more than 5.0% to our customers. Please refer to Sections
9.1.2 for further details on the claims received from our customers.
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7.2.3

Apart from CPO and PK, our palm oil mill yields other by-products during the processing such
as EFB, decanter cake, mesocarp fibre, PK shells and POME. EFB and decanter cake are used
as fertiliser at our oil palm plantations, mesocarp fibre and PK shells are used as fuel for the
boilers at our palm oil mill (which are used for steam and electricity generation), and POME
are treated prior to be discharged for land application in our plantation estates. During the
POME treatment process, sludge oil, which is the residue, will be collected and sold to external
customers to be used in the production of biodiesel and soaps.

Infrastructure and facilities in our plantation estates

As at LPD, there are approximately 4,500 workers, who reside in our plantation estates
together with their family members. To improve the livelihood and living convenience of our
workers and the local community, we are committed to continuously building and upgrading
the infrastructure and facilities in our plantation estates. Among the infrastructure and
facilities in our plantation estates that we have built are as follows:

(@) A pre-school, a primary school and a junior secondary school (from Grade 7 to Grade
9), to provide education to the children of our estate workers;

(b) A dlinic that operates 24-hours a day with medical personnel on duty and essential
medical equipment to address the medical needs of the community;

(c) Self-service banking stations with ATM to enable the community to perform
transactions including withdrawals, bill payments and fund transfers;

(d) A mobile telecommunications tower, constructed by a local telecommunications
company, to provide the community with access to telecommunication services;

(e) A mini mart that sells daily necessities and groceries;

(f)  Recreational facilities such as a football field, badminton courts, sepak takraw courts
and basketball courts; and

(g) Prayer facilities comprising mosques and chapels.

The illustrations of our infrastructure and facilities are shown below:
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E

School

Self-service banking station Mobile telecommunications tower

Clinic and ambulance

Mosque S Chapel

Under the Plasma Programme, our Group is involved in assisting local cooperatives in the
development and preparation of plantation land, supplying oil palm seedlings to local
cooperatives as well as training and educating the farmers under the local cooperatives in oil
palm cultivation and management.
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7.2.4 Business model

Subsidiaries
involved

Principal business

activities Cultivation of oil palm

- PT MKH
- PTSPS

FFB ™

- PT MKH

Our products >

Our customers >
Principal market >

Production of CPO and PK

|

}

- EFB
- Decanter cake
- CPO - Mesocarp fibre
PK - PK shell
- POME
- Sludge oil

l

- Downstream

refineries

- PK crushing mills

Indonesia

Notes:

) Harvested FFB in our plantation estates are sent to our palm oil mill for the production
of CPO and extraction of PK. In addition, we sell harvested FFB to neighbouring palm
oil mills located within 2 to 3 hours of delivery distance, during the period where our

palm oil mill undergoes annual major maintenance.

@ EFB and decanter cake are used as fertiliser at our oil palm plantations, mesocarp fibre
and PK shells are used as fuel for the boilers at our palm oil mill (which are used for
steam and electricity generation), and POME are treated prior to be discharged for land
application in our plantation estates. During the POME treatment process, sludge oil,
which is the residue, will be collected and sold to external customers which can be used

in the production of biodiesel and soaps.

The rest of this page is intentionally left blank
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7.2.5 Our products

The diagram below depicts the principal products and by-products that can be produced from
the processing of FFB. Please refer to Section 7.4.2 for further details on the processing of
FFB.

Principal product

Oil palm fruitlets Flesh » CPO*

| 7 (mesocarp layer) 1 By-products

» Mesocarp fibre
» Sludge oil

FFB

» Decanter cake
Palm nut __ Principal product
(endospermic layer) > PK*
E PAR— Palm nut _, By-product
mpty frult bunc (endocarp layer) > Palm kernel shell
Note:
* Indicates principal products produced and sold by our Group to our customers.

Our principal products are CPO and PK which are mainly sold locally to customers in Indonesia.
The details of our products and the type of customers are as follows:

Type of
Products Description customers
CPO A deep reddish-orange oil extracted from the mesocarp layer Downstream

of oil palm fruit via the pressing process carried out in our  refineries
palm oil mill. CPO has a balanced composition of fatty acids

in which the level of saturated fatty acids is almost equal to

that of unsaturated fatty acids.

CPO has to undergo further processing in refineries, which
comprises the refining process and fractional distillation, to
refine and separate the oils into its specific use for different
industries. The refining process results in RBD palm oil. RBD
palm oil then undergoes fractional distillation to produce
RBD palm olein, RBD palm stearin and oleochemicals which
are used in the manufacturing of food and non-food
products.

186



Registration No.: 200401023680 (662186-D)

7. BUSINESS OVERVIEW (Contd)
Type of
Products Description customers
PK PK is the seed or the endospermic layer of oil palm fruit. The PK  crushing

extraction of CPO from oil palm fruit results in the leftover  mills,

of palm nuts. PK is recovered from the residual palm nut  downstream

through the removal of the PK shell. refineries and

traders of

The recovered PK has to undergo further crushing and palm

pressing activities to extract oil from the recovered PK by  products

PK crushing mills. The oil extracted from PK is sent for

further clarification process to produce clear CPKO. CPKO

has to undergo further processing in refineries that results

in RBD palm kernel oil. RBD palm kernel oil then undergoes

fractional distillation to produce RBD palm kernel olein, RBD

palm kernel stearin and oleochemicals which are used in

the manufacturing of food and non-food products.

We produce other by-products namely EFB, decanter cake, mesocarp fibre, PK shells, POME
and sludge oil, whereby the usage of these by-products are detailed in Sections 7.2.2 and
7.2.4.

The rest of this page is intentionally left blank
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7.4

7.4.1

BUSINESS PROCESS

We harvest FFB in our plantation estates, and the harvested FFB will be collected and
delivered to our palm oil mill for the production of CPO and extraction of PK to be sold to our
customers. The process flow of planting of oil palms and harvesting of FFB as well as
production of CPO and extraction of PK are detailed as follow:

Planting of oil palms and harvesting of FFB

The process of planting of oil palms and harvesting of FFB is depicted as follows:

Seedlings cultivation

A4

Field planting

A
Crop upkeep and maintenance

A
FFB harvesting and collection

h 4
Transportation of FFB to palm oil mill

Seedlings cultivation

Our planting of oil palms begins in our nursery located in one of our plantation estates, where
we purchase seedlings from seedling suppliers, and cultivate these seedlings in our nursery
for about 9 to 12 months before they are ready to be planted in the fields.

Field planting

The matured seedlings from our nursery are generally planted in the field approximately 9
metres apart, as well as in lines and in a pattern of equilateral triangles. This planting
methodology generally results in approximately 136 to 145 oil palms per Ha. QOil palms
generally begin to produce fruits 2.5 years after planting in the fields, and begin to produce
commercial harvests when they reach the stage of young mature (i.e. approximately 4 years
after planting in the fields).

Crop upkeep and maintenance

In our oil palm field, it is important to continuously upkeep and maintain the crops to ensure
the harvest and quality of our FFB yields. We implement a set of plantation practices for crop
upkeep and maintenance, including:

(a) Fertilise our oil palms regularly using inorganic fertilisers such as urea, rock phosphate
and potash to replenish the nutrients absorbed by our oil palms. We use organic
fertilisers, which are by-products from our palm oil mill such as EFB and decanter cake.
By re-using these by-products produced from our palm oil mill, we save on the cost of
inorganic fertilisers, while maintaining environmental balance;

(b)  Ensure that the area surrounding each oil palm is free from other vegetation and crops
which may compete with the oil palms for soil nutrients, water and sunlight;
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7.4.2

(c) Ensure that leguminous cover crop is established to discourage the growth of
competing vegetation and crops; and

(d) Ensure that our oil palms are protected from pests and disease by using approved
pesticides and through an organic way by planting beneficial plants such as Antigonon
Leptopus, Cassia Cobanensis and Turnera Subulata.

FFB harvesting and collection

Oil palms generally begin to produce commercial harvests approximately 4 years after planting
in the fields. We only harvest the FFB when they reach its peak ripeness to maximise the
quality and quantity of palm oil extraction. We collect and transport the FFB harvested to the
main pathways using a series of mechanical-enhanced equipment including powered
wheelbarrows and farm ATV which are incorporated with hydraulic lifting arms to ease the
transfer of FFB to collection bins. Please refer to Section 7.7 for further information on the
technology adopted for the collection of FFB.

Transportation of FFB to palm oil mill

At the main pathways of our plantation estates where FFB collected from the fields are
gathered at, empty collection bins are placed and FFB collected from the fields are transferred
to the collection bins with the assistance of hydraulic lifting arms incorporated in our powered
wheelbarrows as well as farm ATVs and UTVs. Thereafter, our trucks which are incorporated
with high-lift trailers will hook on the filled collection bin and transport it to our palm oil mill
for processing to produce CPO and extract PK. Please refer to Section 7.7 for further
information on the technology adopted for the collection of FFB. As FFB from oil palm crops
are perishable and need to be processed as soon as possible to achieve maximum oil yield,
we transport the FFB collected to our palm oil mill within 24 hours for processing.

Production of CPO and extraction of PK

| FFB reception |

l

| FFB sterilisation |

l

| FFB threshing |

Ol palm fruitlets [ EFB
v v
Pressing and oil EFB pressing
extraction

Oil, waste water and dirt ‘ Pressed fibre

Qil clarification
—— S SN S — N 2
CPO i Decanter 11 POME ! PK i PKshell ' Mesocarp i i Pressed i
i_cake i ] : o pi__fibre i _EFB__ |

| POME treatment | | Steam and power generation |

|:| :  Palm oil milling process

Main products

! i+ o By-products, whereby decanter cake and pressed EFB are used as fertilisers; PK shell
and mesocarp fibre are used as burning materials for boilers for steam and power
generation; and POME are treated prior to be discharged for land application in our
estates.
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FFB reception

Upon arrival of the trucks carrying the FFB collected from our plantation estates, the trucks
will be weighed at our weighbridge before they unload the FFB into the hoppers at our loading
ramps. Visual inspection will be conducted on each load of FFB for sorting purpose based on
the ripeness and size of the FFB. The FFB will then be conveyed from the loading ramp and
fed into the sterilisers for sterilisation to take place. The trucks will be weighed again before
leaving our premises to ensure all FFB have been unloaded.

FFB sterilisation

Horizontal sterilisers are used in our palm oil mill for FFB sterilisation. Sterilisation prepares
the FFB for downstream processing whereby the heat generated from the steam inside the
sterilisers will weaken the stalk of the FFB which eases the separation of fruitlet from the
bunch. At the same time, the structure of the fruitlet is weakened by breaking the oil cells in
the mesocarp, thus eases the extraction of oil and detaching the fibrous material in the
pressing and oil extraction process.

FFB threshing

Post sterilisation, the sterilised FFB are discharged from the sterilisers and conveyed into
threshing machines to separate the sterilised fruitlets from the bunches. Separated fruitlets
will then be conveyed to digesters before being conveyed to pressing machines to undergo
pressing process, while the EFB will be sent to EFB pressing machine for oil recovery.

Pressing and oil extraction

Fruitlets conveyed from the threshing machines into the digesters and steam is injected to
complete the breaking of oil cells in the mesocarp. The stirring action in the digesters mashes
the fruitlets and prepares it for the pressing process. The mashed fruitlets are released from
the digesters into the pressing machines where oil and waste water will be pressed out from
the mashed fruitlets, leaving the fibrous materials consisting mesocarp fibre and palm nuts in
a form of pressed fibre.

The oil, waste water and dirt will then be conveyed for oil clarification process while the
pressed fibre will be conveyed to cake breaker conveyor and ripple mill for PK recovery.

Oil clarification

Oil, waste water and dirt from the pressing process will pass through a vibrating screen to
filter residual fibrous materials and subsequently pumped into a vertical clarification tank
where oil can be skimmed off from top of the tank while sludge will settle at bottom of the
tank. The skimmed oil will be channelled into the decanter for further clarification to separate
CPO and decanter cake from the skimmed oil. The layers of CPO and decanter cake will be
individually extracted and conveyed to the vacuum dryer or cake dryer drum to reduce their
moisture content.

The CPO is then stored in our bulk storage tanks before being transported to our private jetty

for delivery to our customers. The decanter cake will be used as fertilisers in our plantation
estates.
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PK recovery

Pressed fibre from the pressing process will pass through fibre breaker conveyor where
mesocarp fibre is loosened and separated from palm nuts. The mesocarp fibre will be used
as fuel for the boilers at our palm oil mill for steam and electricity generation.

The palm nuts will be channelled into polishing drums to remove dirt, stones and fibrous
materials. The polished palm nuts are stored in kernel silo to be dried with heated air to
remove moisture content before being fed into ripple mill. In the ripple mill, palm nuts will be
cracked to recover PK. The cracked mixture which consists of PK and PK shell is subsequently
separated.

The PK recovered are sold to third party PK crushing mills and downstream refineries, whereas
the PK shells are used as fuel for the boilers at our palm oil mill (which are used for steam
and electricity generation).

EFB pressing and oil recovery

EFB received from the threshing machine is first shredded to ensure all fruitlets are removed
from the bunches. The shredded EFB is sent to the pressing machine to extract EFB liquor
that mainly consists of oil and water. Thereafter, the EFB liquor will undergo recovery process
to recover oil which will then be mixed into our CPO. The pressed EFB is then returned to our
plantation estates and to be used as fertiliser.

Steam and electricity generation

Solid waste fuel in the form of PK shells and mesocarp fibre, which are by-products of our
milling process, are used as fuel for the boilers at our palm oil mill to produce steam. Steam
produced from boilers can be used in sterilisation process as well as in the digesters during
the pressing and oil extraction process.

Further, steam produced can be channelled into turbines to generate electricity. The electricity
generated are used to power our palm oil mill, as well as for domestic consumption in the
central region of our plantation estates which includes staff quarters, offices, school, clinic
and street lightings.

POME treatment

POME is a brownish liquid containing mainly water and some suspended solids which are
accumulated from milling process. In order to comply with the wastewater discharge quality
standards outlined by the local authorities, we treat all of our POME using the two-phase
ponding system, namely anaerobic and aerobic digestion, prior to be discharged for land
application in our plantation estates. During the POME treatment process, sludge oil, which is
the residue, will be collected and sold to external customers to be used in the production of
biodiesel and soaps.

193



Registration No.: 200401023680 (662186-D)

7. BUSINESS OVERVIEW (Contd)
7.5 OPERATING CAPACITIES AND OUTPUT

Our Group’s FFB processing utilisation rate in our palm oil mill was 89.4%, 85.2%, 75.0% and

80.2%, respectively over FYE 2020 to 2023. The following sets out our annual FFB processing

capacity, actual FFB processed and utilisation rates for FYE 2020 to 2023:

FYE 2020 FYE 2021 FYE 2022 FYE 2023
MT

Annual FFB processing capacity™® 540,000 540,000 540,000 540,000

Actual FFB processed 482,889 459,940 404,901 433,011

Utilisation rate (%) 89.4 (285.2 75.0 80.2

Notes:

@ Our palm oil mill has a processing capacity of 90MT FFB per hour. Our annual FFB
processing capacity is calculated based on 2 working shifts per day with 10 operating
hours per shift, over 300 available processing days in a year.

@ Lower utilisation rate in FYE 2021 and 2022 was a result of lower FFB processed due
to lower FFB harvested from our plantation estates as a result of heavy rainfall from La
Nina phenomenon in FYE 2021 and 2022.

With an annual FFB processing capacity of 540,000MT, our existing palm oil mill is capable of

handling the processing of FFB harvested from our plantation estates and FFB purchased from

local cooperatives under our Plasma Programme. As such, our Group does not plan to expand

the processing capacity of our existing palm oil mill.

7.6 SALES AND MARKETING STRATEGIES

Our Group’s sales and marketing activities are carried out by a team of Tender Committee
which is headed by Tang Hee Teik (our General Manager of Industrial and Agricultural
Development), and comprises Dato’ Lee Khee Meng and Chen Wei Chyong (our Executive
Directors), Tan Soo Hoon (our Group Financial Controller) and several other employees. The
Tender Committee is responsible for attending enquiries from potential customers, serving
existing customers, managing and coordinating tenders, as well as planning and executing
the following sales and marketing strategies:

(a)

Direct approach and referrals

We secure new customers through direct contact with potential customers and/or
through referral from our business associates. Our Tender Committee are responsible
in collecting marketing information in order to identify potential customers.

Further, as the prices of CPO and PK generally fluctuate based on the supply and
demand conditions, the sales and marketing of our products require a certain level of
understanding of the industry. As such, our Tender Committee are responsible in
keeping abreast on industry updates to ensure their ability to deliver the required
information on our products accurately to our customers.

Our Tender Committee constantly involved in building and maintaining relationships
with our existing customers as our Group believes that such relationship building is
crucial in maintaining our reputation and customer-base that we have built over the
years. By maintaining good business relationship with our customers, we are able to
capture new sales opportunities and broaden our exposure to industry players within
the oil palm industry value chain.
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(b) Corporate website

We have established our corporate website, www.mkhoilpalm.com, which provides
information on our Group, including our Company profile, as well as our product
offerings to customers. Enquiries through our corporate website are channelled back
to our Tender Committee. The current widespread use of internet as a source of
information and a platform for customers, enables us to cross geographical
boundaries and facilitates access from any part of the world, thus enhancing our
potential market reach and exposure.

Our CPO and PK are primarily sold to customers who have entered into sale and purchase
agreements with our Group. As at LPD, we have entered into sale and purchase agreements
with agreement terms ranging from 10 months to 1 year, with 2 of our major customers
(i.e. PT Kutai Refinery Nusantara for sale of CPO, and PT Binasawit Abadipratama for sale
of PK), whereby the agreements are subject to renewal. Based on the sale and purchase
agreements, our Group is obliged to sell a pre-agreed quantity of CPO or PK to the respective
customers. The selling prices of CPO to PT Kutai Refinery Nusantara are determined based
on the auction price published by PT Perkebunan Nusantara for CPO on spot trading day;
while the selling price of PK to PT Binasawit Abadipratama is based on the average of PT
Astra Agro Lestari Tbk’s PK daily price in the preceding month. These auction and average
prices from PT Perkebunan Nusantara and PT Astra Agro Lestari Tbk are used as a basis to
determine the selling prices of our CPO and PK, together with a fixed quantum of discounts
pre-agreed with our customers to compensate for freight costs incurred by our customers
as our products are delivered on free-on-board terms. PT Perkebunan Nusantara is a state-
owned enterprise which is involved in, amongst others, plantation, management, processing
and marketing of palm oil, rubber, sugar cane, tea and coffee. Prices published by PT
Perkebunan Nusantara is commonly used by industry players in Indonesia as a price
reference of CPO. PT Astra Agro Lestari Tbk is one of the largest palm oil companies in
Indonesia involved in plantation, milling, refining and sale of palm oil. Prices published by
PT Astra Agro Lestari Tbk are therefore regarded as reliable, and are commonly used by
industry players in Indonesia as a price reference of PK.

On top of the CPO and PK produced to fulfil the sale obligations under the sale and purchase
agreements, we produce additional CPO and PK for sales. These CPO and PK can be sold to
customers whom we entered into sale and purchase agreements, as a top-up to their pre-
agreed quantity, whereby the selling prices are determined based on reference to the spot
price used by PT Perkebunan Nusantara for CPO and PT Astra Agro Lestari Tbk for PK.

Further, the additional CPO and PK produced can be sold to other customers through e-
bidding tendering process, whereby the sales are exercised at auction price from tenders
and the delivery is typically carried out within 30 days from the confirmation of tenders.
Auction prices submitted by our customers during tenders are based on the prices published
by PT Perkebunan Nusantara for CPO and PT Astra Agro Lestari Tbk for PK on spot trading
day, with a discount factored into the price to compensate for freight costs incurred by our
customers as our products are delivered on free-on-board terms. The discounts factored
into the prices by these customers are generally higher than the discounts given to our
customers for sales via sale and purchase agreements as customers whom we entered in
sale and purchase agreements are located nearer to our plantation estates and hence the
freight costs are generally lower.

Our Group subscribes to a third party tender platform which enables us to publish tenders
in relation to CPO and PK available for sale. Our customers are required to register with our
Group for participation in tenders on the third party tender platform, and these interested
customers are evaluated by our Group mainly in terms of their financial capability and ability
to fulfil payment before successful registration. Prior to the publication of tenders, we will
invite our registered customers to participate in the tenders through notifications sent via
the tender platform. Once the tenders are closed, the sale of CPO or PK will generally be
awarded to customers who offer the highest auction price, and thereafter forward contracts
will be entered between our Group and the awarded customers.
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7.7 TECHNOLOGY USED

We employ the following technologies in our oil palm plantation estates and palm oil mill to
improve our plantation workflow, milling performance, extraction rates as well as to reduce
operational cost. The technologies that we adopt as part of our operations include the
following:

Oil palm plantation

Technology Description

Monitoring facilities =~ We use the following monitoring facilities in our plantation estates:

(@) Close-circuit television (CCTV) installed at entrance and
boundaries of our plantation estates, jetty, palm oil mill and
security checkpoints for security purposes

(b) Drones that can be remotely controlled by our estate workers
to monitor the physical appearance of our oil palm trees (e.g.
the colour and shape of leaves) to ensure that our oil palm trees
are at a healthy state. Further, aerial scanning and monitoring
using drones help us to determine any occurrence of fire at the
surrounding areas of our estates, which enables our Group to
undertake proactive actions to prevent the fire to be spread to
our estates

(c) A mobile application custom made by a third party company for
our Group, namely RondaApp, which allows our estate workers
to record the growth conditions of our oil palms and update the
status of FFB collection and evacuation using their mobile
devices. In addition, it allows our estate workers to report any
issues faced such as damage to road conditions, unhealthy oil
palms or pest attack at certain areas

The information updated and reported by the estate workers
will be transmitted and recorded in our database, as well as
escalated to the relevant personnel to attend. RondaApp
enables the plantation management team to monitor and take
timely steps to mitigate or resolve matters such as to apply
pesticides or to arrange for maintenance and repair work to
roads

The usage of the above monitoring facilities provides real time
monitoring within the plantation which optimises the efficiency of
managing our plantation estates by automating the management
process and allowing us to have real time and consistent data for
quick and timely decision making

Mechanical-assisted @ We use the following mechanical-enhanced equipment for the
collection and collection and evacuation of FFB from field to our palm oil mill:

evacuation of FFB ] _ ) )
From field to collection points along the main pathways of our

plantation estates

(a) Inaddition to powered wheelbarrows which we use to transport
harvested FFB from fields to the collection points at the main
pathways of our plantation estates, we have modified our
powered wheelbarrows by replacing the wheels with continuous
tracks, which helps to distribute pressure more evenly over a
larger surface area to reduce the incidence of compaction and
rutted path especially after rainfalls
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Technology Description

Further, we use farm ATVs and UTVs for FFB collection on
mineral soil as farm ATVs and UTVs can be maneuvred faster
as compared to crawler dumpers. Crawler dumpers are capable
in transporting FFB on both mineral soil (harder soil) and peat
soil (softer soil). Using crawler dumpers to transport FFB on
peat soil enables us to reduce the incidences of compaction and
rutted path on field which peat soil are prone to especially after
rainfall

The collection of FFB using powered wheelbarrows and crawler
dumpers is carried out by a team comprising several harvesters,
while the collection of FFB using farm ATVs and UTVs are
carried out by individual harvesters

(b) We have integrated hydraulic lifting arms into our powered
wheelbarrows as well as farm ATVs and UTVs, to transfer FFB
to the collection bins at the collection points, with minimal
labour required as we eliminated the manual transfer process

At collection points

(a) Empty collection bins are placed at several designated collection
points along the main pathways of our plantation estates
whereby FFB collected from fields are transferred to the
collection bins

(b) Once the collection bins are fully loaded with FFB, we will
transport the fully-loaded collection bins to our palm oil mill with
trucks. This has increased the efficiency and maximised the
utilisation of our trucks as it has eliminated the waiting time
required for the collection bins to be fully loaded

From collection points to palm oil mill

(a) At the collection points, the trucks will hook on the fully-loaded
collection bins, and thereafter deliver them to our palm oil mill
for processing

(b) Our trucks can lift and tilt the collection bins for ease of
unloading of FFB at our palm oil mill

By adopting the above mechanisation for FFB collection and
evacuation, we have improved our labour productivity in terms of
FFB harvested per manday

Biological protection ~ We adopt the following pest management practices that emphasise
of oil palm crop on using natural/biological methods to resolve pest problems:

(@) Reducing the application of agrochemicals through the use of
natural alternatives such as planting of beneficial plant including
Antigonon Leptopus, Cassia Cobanensis and Turnera Subulata
along the main pathway of our plantation estates to combat
pests
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Technology Description

(b) Rearing barn owls for pest control in our plantation estates

The above pest control practices are more sustainable and in line
with ISPO requirements as it is less damaging to the environment

Integrated drainage  Our plantation estates are equipped with an integrated drainage
system system which comprises a network of canals and drains as well as
water control equipment such as pumps, stoppers and water gates.
Our drainage system spans across the entire plantation estates for

water management as detailed below:

(a) Pumps, stoppers and water gates installed at canals and drains
play the role in controlling the water table of our estates to
maintain the optimised moisture level of our soil

(b) During the wet seasons, the system assists in discharging
excessive rainwater to a lake nearby through canals and drains,
thus minimising the risks of flood. The lake is connected to a
river nearby through natural streams

(c) During the dry seasons, the system assists in using the
rainwater stored to maintain the moisture level of the soil our
oil palms

(d) Inaddition to our integrated drainage system, we have weather
stations installed at several locations of our plantation estates
to monitor and record rainfall

Palm oil mill

On top of the machines that we used for the production of CPO and extraction of PK as part
of our palm oil milling, we use indexer system throughout several milling processes, as
described below:

Technology and
mechanisation Description

Indexer system Indexer system is a system used in palm oil milling under the
sterilisation process to handle cages filled with FFB in the sterilisation
bay. The system comprises a hydraulic cylinder which provides a
consistent pulling or pushing force to carry the filled cages towards
the sterilisers for sterilisation process

The indexer system assists in automating the sterilisation process to
control the timing, steaming cycle and cage movement, thereby
ensuring consistent sterilisation with minimal human intervention

Conveyor system Conveyor system is used to connect multiple stations in our palm oil
mill, including loading ramp, sterilisers, threshing machines,
digesters, pressing machines, oil clarification machines and cake
breakers. The conveyor system is a rail track that continuously
handles the FFB and other semi-processed products (e.g. oil palm
fruitlets, EFB and pressed fibre) across multiple machines

Our conveyor system is an automated system which can be operated
with minimal amount of labour required, thereby improving the
overall efficiency of our milling activities
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7.8

7.8.1

INTERRUPTIONS TO BUSINESS AND OPERATIONS

Save for the temporary interruption to our business operations during the outbreak of the
COVID-19 pandemic leading to several measures being undertaken by our Group to prevent
the outbreak of the virus in our plantation estates, we had not experienced any other
interruptions to our business which had a significant effect on our operations in FYE 2020 to
2023 and up to LPD.

As a result of the outbreak of the COVID-19 pandemic in Indonesia, the Indonesian
Government declared a national State of Emergency beginning 29 February 2020 up to 29
May 2020 to curb the spread of the virus. During the State of Emergency, there was no
specific restrictions imposed by the Indonesian Government, until the Pembatasan Sosial
Berskala Besar ("PSBB") was declared by the Indonesian Government. However, during the
State of Emergency, the government may determine disaster-prone areas to be prohibited
areas for settlement, and/or revoke or reduce part or all of the ownership rights of each
person on an object in accordance with statutory regulations.

Subsequently on 2 April 2020, the Indonesian Government declared a PSBB whereby
governors of the respective provinces were required to apply with the Ministry of Health
Republic of Indonesia to implement the PSBB in their provinces. Provinces that received
approval to implement the PSBB had ordered for the closure of all private premises except
for those involved in essential services. Provincial governors, gauging the improvement on
COVID-19 containment, may subsequently announce for the relaxation of control measures
for their respective provinces.

To better control the COVID-19 pandemic situation in Indonesia, the Indonesian Government
implemented ‘Pemberlakuan Pembatasan Kegiatan Masyarakat ("PPKM")’ in several regions
and districts effective from 11 January 2021 to 8 February 2021. The PPKM was implemented
in targeted regions that meet certain criterias set out by the Indonesian Government. Unlike
the PSBB which involves large-scale social restrictions, PPKM was implemented at targeted
regions within a province to limit mobility within the region.

Subsequently, to manage the COVID-19 pandemic situation more effectively, the Indonesian
Government implemented PPKM at a micro scale ("PPKM-Mikro"”) from 9 February 2021 to
14 June 2021. PPKM-Mikro focused on improving community discipline and law enforcement
at a smaller scale, such as establishing guard posts in villages and sub-districts to handle
COVID-19 pandemic situations in the respective villages and sub-districts.

Following the implementation of PPKM-Mikro, the Indonesian Government implemented
emergency PPKM up to July 2021 to reduce the COVID-19 spread. Further, as of July 2021
up to August 2022, the Indonesian Government implemented different levels of PPKM (Level
4, 3, 2, and 1) in Java and Bali area which were differently applied based on the COVID-19
pandemic situation in Java and Bali area. As of August 2022, all Java and Bali, including East
Kalimantan areas fall under level 1 of PPKM. Further, as of 30 December 2022, the Indonesian
Government instructed all regions in Indonesia to cease the PPKM with immediate effect.

As at LPD, PPK is no longer implemented within the Indonesian area, including East
Kalimantan, in which our plantation estates are located.

The impact on our Group’s operations, financials, and business and earning prospects
pursuant to the COVID-19 pandemic are described as follows:

Impact to our operations

During the periods of State of Emergency, PSBB, PPKM and PPKM-Mikro, agricultural and
plantation activities as well as production of agricultural goods were permitted under a
guideline published by the Indonesian Government. As such, our plantation estates and palm
oil mill have been able to operate at full capacity and there have been no interruptions to our
business operations.
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7.8.2

7.8.3

Further, to prevent the occurrence of COVID-19 cases in our plantation estates, our Group
had imposed strict control at the entry points of our plantation estates to prohibit unauthorised
personnel from entering our plantation estates, whereby all the entrances to our plantation
estates were closed from 30 March 2020 to June 2023. During this period, non-employees
and non-authorised personnel were not allowed to enter our plantation estates, and our
employees were not allowed to leave our plantation estates without permission from
management. Further, third party truck drivers who enter our plantation estates for delivery
of supplies or collection of CPO and PK were not allowed to leave the trucks and mingle with
our employees. Following which, our Group has continued to impose controls as detailed in
Section 7.8.3, to continue minimising the risks of infecting COVID-19 amongst our employees.
With these measures in place, we have been able to prevent any occurrence of COVID-19
cases in our plantation estates up to LPD.

We experienced some slight delays in the supply of certain fertilisers and chemicals from our
suppliers during the pandemic due to global supply chain disruptions as a result of lockdown
measures imposed in many countries. Nevertheless, there was no material impact to our
business operations including the FFB yield of our oil palm trees, as our Group advanced our
purchase of fertilisers and chemicals with our suppliers up to 6 months ahead of the planned
usage (from our standard practice of up to 3 months of advanced purchase prior to the
pandemic) to minimise the delays in the receipt of these supplies. While our Group’s FFB yield
was declining in the past 3 FYEs from 29.3MT per Ha in FYE 2020 to 26.7MT per Ha in FYE
2021, 23.2MT per Ha in FYE 2022 and improved marginally to 24.1MT per Ha in FYE 2023,
the decline and relatively low in FFB yield was due to lower FFB harvested as a result of heavy
rainfall from the La Nina phenomenon. Further, we experienced some delays in product
collection by our customers, but such delays did not lead to any material impact to our
business operations as the delays were minor and did not result in constraints in our storage
capacity nor disrupt our milling activities. These products have subsequently been collected
by our customers and there was no dispute arising from these delays in product collection by
our customers.

Save for the abovementioned events, there have been no other interruptions to our business
operations arising from the COVID-19 pandemic.

Impact to our sales, business cash flows, liquidity, financial position and financial
performance

Our sales and financial performance were not impacted by the COVID-19 pandemic as there
was nho cancellation of contracts or deferment of contracts. Further, we have been able to sell
our CPO and PK as there have been continuous demand for our products from our customers.
Additionally, there was no material impact or difficulties in the collectability of our trade
receivables within our credit terms. There was also no material impact to our cash flows,
liquidity, financial position and financial performance.

Strategy and steps taken to address the impact of the COVID-19 pandemic

In addition to the strict control at the entry points of our plantation estates, our Group has
established a standard safety protocol in accordance to the guidelines and SOPs on COVID-
19 prevention to protect our employees against potential COVID-19 infection.

As at LPD, our Group continues to implement several infection control measures to minimise
the risks of infecting COVID-19 amongst our employees, which include amongst others:

(@) COVID-19 rapid test kit antigen (RTK-Ag) test for employees who left and enter our
plantation estates; and

(b) prohibition of non-employees (e.g. third party truck drivers) from mingling with our

employees, if not necessary, while entering our plantation estates for delivery of
supplies or collection of CPO and PK.
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We have conducted an anti-COVID-19 program which includes educating our workers on
COVID-19 prevention, enforcing social distancing among workers, ensuring cleanliness in our
plantation estates and carrying out sanitisation regularly.

As of to-date, we have achieved zero COVID-19 case in our plantation estates and we were
awarded a ‘Gold’ standard from the Ministry of Manpower Indonesia as a recognition of our
Group's effort in prevention and control of COVID-19 in workplace. We have also received
‘Gold’ and *Platinum’ standard appreciation on the prevention of COVID-19 at workplace from
the Governor of East Kalimantan and Ministry of Manpower of the Republic of Indonesia,
respectively.

To comply with the SOPs imposed until LPD, our Group has incurred costs related to COVID-
19 testing, disinfection, purchase of masks, hand sanitisers and self-test kits, amongst others,
which amounted to approximately RM3.4 million. As at LPD, we are not in breach of any laws
relating to COVID-19 restrictions which may lead to penalties by the relevant authorities.

SEASONALITY

Our operations are not subject to seasonal or cyclical effect as our CPO and PK are sold to
downstream refineries and PK crushing mills, and these customers generally operate
throughout the year. Nevertheless, the harvest of FFB at our plantation estates are dependent
on weather conditions that may affect the flowering of our oil palm trees and fruiting of FFB.
Please refer to Section 9.2.1(a) for further details on the impact of adverse weather conditions
to our business operations.

The rest of this page is intentionally left blank
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Registration No.: 200401023680 (662186-D)

7. BUSINESS OVERVIEW (Contd)

7.12 MAJOR SUPPLIERS

Our top 5 major suppliers by total purchases for FYE 2020 to 2023 are as follows:

FYE 2020
Value of
purchases ()Length of
Principal Type of products business
Major suppliers market®) RM'000 (9% purchased relationship
years
PT Wilmar Chemical Indonesia  Indonesia 17,687 20.1 Fertiliser 5
Sawit Sendowan Plantation Indonesia 8,976 10.2 FFB 7
Cooperative, Sedulang Jaya
M.K. Chaw Enterprise Sdn Bhd Malaysia 7,498 8.5 Building materials 2
PT Indotrans Sejahtera Indonesia 7,219 8.2 Diesel 2
Buildcon Concrete Sdn Bhd Malaysia 4,862 5.5 Building materials Less than 1
year
46,242 52.6
FYE 2021
Value of
purchases (3)Length of
Principal Type of products business
Major suppliers market®) RM’000 (294 purchased relationship
years
PT Wilmar Chemical Indonesia  Indonesia 18,775 24.2 Fertiliser 6
Sawit Sendowan Plantation Indonesia 11,819 15.2 FFB 8
Cooperative, Sedulang Jaya
PT Indotrans Sejahtera Indonesia 9,371 12.1 Diesel 3
PT Karya Tehnik Plantation Indonesia 7,969 10.3 CPO and PK 7
Setiamix Sdn Bhd Malaysia 1,608 2.1 Building materials 2
49,542 63.9
FYE 2022
Value of
purchases Type of ()Length of
Principal products business
Major suppliers market(V) RM’'000 (29 purchased relationship
years
PT Indotrans Sejahtera Indonesia 18,181 21.3 Diesel 4
Sawit Sendowan Plantation Indonesia 17,863 20.9 FFB 9
Cooperative, Sedulang Jaya
PT Sasco Indonesia Indonesia 6,693 7.8 Fertiliser 5
PT Agrochem Mega Globalindo Indonesia 5,773 6.8 Fertiliser 5
PT Gerrindo Surya Makmur Indonesia 5,127 6.0 Fertiliser 7
53,637 62.9
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FYE 2023
Value of
purchases Type of ()Length of
Principal products business
Major suppliers market(!) RM'000 (9% purchased relationship
years
PT Indotrans Sejahtera Indonesia 25,654 23.6 Diesel 5
PT Goautama Sinarbatuah Indonesia 22,073  20.3 Fertiliser and 12
chemical
Sawit Sendowan Plantation Indonesia 15,062 13.8 FFB 10
Cooperative, Sedulang Jaya

PT Gerrindo Surya Makmur Indonesia 6,458 5.9 Fertiliser 8
PT Wilmar Chemical Indonesia Indonesia 5,980 5.5 Fertiliser 8

75,227 69.1

Notes:
) Represents the country in which the major suppliers operate.

@ Calculated as the value of purchases divided by total purchases for the respective
financial years.

G Length of business relationship with our major suppliers is calculated based on the
commencement date of our first business transaction with these suppliers up to the
end of each respective financial year.

In FYE 2020 to 2023, our Group has a supplier base of 301 suppliers, 257 suppliers, 230
suppliers and 236 suppliers respectively, for our plantation business. In FYE 2020 to 2023,
purchases from our top 5 major suppliers accounted for 52.6%, 63.9%, 62.9% and 69.1% of
our total purchases, respectively. During the same period, products purchased from our top
5 major suppliers for our plantation business were fertiliser, diesel, CPO, FFB and chemical.

In FYE 2020 and 2021, there were purchases of building materials from suppliers for our
trading business in Malaysia. However, in FYE 2021, our Group had ceased the building
materials trading business since 1 January 2021 for the preparation of our Listing.

We are not dependent on these major suppliers as the products provided by them can be
easily sourced from the Indonesia market, notwithstanding that our Group has specific
requirements on the specifications of certain supplies (e.g. fertilisers) depending on the
growing conditions of our oil palms. All purchases with our suppliers are on purchase order
basis as we do not have any long term agreements/contracts with our suppliers, except Sawit
Sendowan Plantation Cooperative, Sedulang Jaya and Sawit Seguntung Jaya Plantation
Cooperative, Puan Cepak upon harvesting of FFB, which we are obliged to purchase all FFB
harvested by them under our Plasma Programme.

There has been no dispute with any of our major suppliers for FYE 2020 to 2023.
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7.13 R&D
Our Group recognises the importance of continuous R&D to improve the efficiency of our
plantation activities and enhance our FFB yields. As such, our R&D efforts focus on enhancing
our mechanisation process adopted in our plantation activities; as well as studies related to
soil fertility and pollination to ensure healthy crop and maximised FFB yields. These R&D
activities are carried out by our in-house field audit / R&D team.
(a) Enhancement of mechanisation process
Our Group emphasises on the continuous enhancement of FFB collection and
evacuation process from field to our palm oil mill to improve the overall efficiency of
our plantation activities. As such, we adopt mechanical-assisted equipment for the
collection of FFB and transportation of FFB from field to our palm oil mill. We modify
these equipment according to our needs in order to improve the efficiency in FFB
collection and evacuation process whilst reducing manual labour needed.
(b) Studies related to soil fertility, foliage analysis and pollination
Our Group carries out regular and/or ad-hoc studies related to soil fertility of our
planted land, as well as foliage analysis and pollination of our oil palms. By carrying out
these studies, we are able to outline and implement the suitable strategies and plans
to maintain soil fertility and health of oil palm trees through the usage of fertilisers,
and to encourage pollination through hatch and carry technique to increase the
population of oil palm pollinating weevil. This is to ensure healthy crop and maximised
FFB yields by ensuring that the soil remain nutritious and are suitable for the growth
of oil palms; as well as to ensure efficient pollination for the flowering of oil palms.
There is no record of R&D expenses as the expenses incurred for the above R&D activities
are not material and they are expensed off as part of our maintenance and direct costs.
7.14 COMPETITIVE STRENGTHS
7.14.1 We have oil palm plantations with a maturity and topographical profile that result

in high FFB yields

Oil palms reach their prime maturity and experience peak production period from around 10
to 20 years. Prime mature oil palms can generally produce over 25MT of FFB per Ha per year.
As at LPD, our prime mature oil palms which are aged between 10 and 16 years, made up
approximately 94.9% of our total planted area, whereby 4.8% aged between 10 and 12 years
and 90.1% aged between 13 and 16 years. The remaining 5.1% of our oil palms are young
mature oil palms between the ages of 4 and 9 years, and will begin to reach peak maturity
starting from 2025 onwards. As at LPD, none of our oil palms are categorised as old oil palms
(aged between 21 and 25 years) or due for replanting (aged above 25 years). Please refer to
Section 7.2.1 for further details on the age profile of our oil palm.
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7.14.2

Further, all of our oil palm planted areas are generally flat to gently undulating with the whole
of the land below 50 metre AMSL, whereby most of the elevations are between 15 metre and
30 metre AMSL and higher, and up to 40 metre AMSL near the eastern boundary. This eases
our operations, including planting, upkeep and maintenance as well as harvesting and
evacuation of FFB, thus contributing to our FFB yields.

As a result of the ideal age profile of our oil palms whereby majority of them are in the early
or mid-years of prime mature stage, as well as the topographical profile of our plantation
estates, we achieved average FFB yields of 29.3MT per Ha, 26.7MT per Ha, 23.2MT per Ha
and 24.1MT per Ha for FYE 2020 to 2023 respectively. In comparison, according to the latest
available information published by the Plantation Office of East Kalimantan, the average FFB
yield in East Kalimantan was 17.4MT per Ha in 2020. Our Group's FFB yield is relatively high
in comparison to the average FFB yield in East Kalimantan.

As a substantial majority of our oil palms are in their peak-production years or will soon enter
their peak-production years, we believe that the age profile of our oil palms will continue to
result in high FFB yields for our Group. As the age maturity and topographical profile of our
plantation estates are favourable for oil palm cultivation, we believe these are some of the
important factors for the sustained growth and success of our Group.

We adopt efficient plantation practices in our plantation estates, leading to our
success in improving FFB yields and production of CPO and PK

Our Group adopts plantation practices that focus on the efficiency of our plantation
management and quality of our crop. These plantation practices include field upkeep and
weed control, soil fertility and conservation, pest management, mechanisation, water
management, harvesting and crop quality, as well as safety, health and environment
management.

Further, we utilise technology and enhanced mechanisation to achieve efficient plantation and
quality crop. These include the usage of drones and a software application called RondaApp
to remotely monitor the conditions of our plantation estates including roads and machinery,
usage of powered wheelbarrows as well as farm ATVs and UTVs to improve the efficiency of
FFB collection and minimise the delivery time to our palm oil mill, usage of drainage systems
to control the water levels, and planting of beneficial plant to combat pest. Please refer to
Section 7.7 for further details on the technology adopted by our Group. In addition, our
Group’s palm oil mill is located within the central region of our plantation estates which allows
the delivery of harvested FFB for processing in the shortest time possible to achieve maximum
oil yield.

The adoption of the above plantation practices has improved our labour productivity in terms
of FFB harvested per manday as well as the management and operational efficiency of our
plantation activities. It is our Group’s core values and beliefs to continuously endeavour for
enhancement of our plantation practices along with technological advancement. These
plantation practices, as well as our effort to enhance these practices, will continue to serve
as strong foundations for the growth and sustainability of our business.
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7.14.4

We are well positioned to benefit from the optimal conditions for oil palm
plantation and infrastructural development in East Kalimantan, Indonesia

Our oil palm plantation estates are located in East Kalimantan, Indonesia which is within the
tropical belt along the equator that has an optimum climate for the cultivation of oil palm.
Given the tropical climate of East Kalimantan, it receives adequate rainfall which is one of the
conditions ideal for the growth of oil palm and to achieve high FFB yields. While there may
be excessive rainfall in certain months, our plantation estates are equipped with an integrated
drainage system to divert excessive water as well as to maintain the moisture level of soil, as
set out in Section 7.7.

Our plantation estates and palm oil mill are located close to the provincial capital of East
Kalimantan, namely Samarinda; and the financial centre of Kalimantan, nhamely Balikpapan.
Balikpapan is a seaport city which will be the main gateway to the new national capital of
Indonesia. Further, we have a private jetty located 48km away from our plantation estates
and is along the Mahakam River, thus easing the logistics management as we are able to
transport our CPO and PK via the jetty to other river ports along the Mahakam River for
onward delivery to our customers, through third party providers appointed by our customers.

In addition, Joko Widodo, the President of Indonesia, announced that the national capital of
Indonesia will be relocated from Jakarta to East Kalimantan. The new national capital will be
named ‘Nusantara’, and will be located across 2 districts in East Kalimantan, namely North
Penajam Paser and Kutai Kartanegara (which our plantations estates are located in). With this
relocation, it is expected to boost the local population and thus further accelerating
infrastructural and economic development in East Kalimantan. Moreover, being located close
to the national capital will enhance the visibility and exposure of our Group to investors and
traders as national capitals generally attract more business travellers, thereby contributing to
the prospects of our business.

Our subsidiaries, PT MKH and PT SPS, are ISPO-certified which allows our Group
to expand the market acceptance of our products in local market

In our effort to produce sustainable palm oil, we are committed to the preservation of a
healthy ecosystem at our plantation estates via good estate management practices such as
zero-burning during land clearing and putting up various signboards on environment
preservation and wildlife protection as a constant reminder to our plantation workers as they
carry out their daily duties. Our approach to sustainable plantation practices ensures that all
aspects of environmental health, economic profitability and social responsibility are taken into
consideration, in achieving the objective of providing a strong foundation for our ISPO
certification and wider market acceptance.

As a result, our subsidiaries, namely PT MKH and PT SPS received the ISPO certification in
2017 and 2022, respectively, as a testament to our sustainable plantation practices and ability
to produce sustainable palm oil. Please refer to Section 7.1.1 for further details of the
certifications received by our Group. By having an ISPO certification, it has expanded the
market acceptance of our products in local market due to the demand for sustainable palm
oil. Our ISPO certification increases the exposure of our Group as well as strengthens our
reputation in the industry, and is thereby beneficial for our future growth and expansion.
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7.14.6

We have an experienced key senior management team with strong industry
expertise

Historically, Tan Sri Alex Chen spearheaded the development of our plantation from greenfield
to brownfield as Executive Chairman until his re-designation as our Non-Independent Non-
Executive Chairman in March 2023, where he continues to provide strategic advice to the
current key senior management team. Our key senior management team is presently headed
by our Executive Director, Dato’ Lee Khee Meng. Dato’ Lee Khee Meng is supported by the
following key senior management:

Years of relevant
Name Designation working experience

Chen Wei Chyong Executive Director 22

Tang Hee Teik General Manager of Industrial and 26
Agricultural Development
Tan Soo Hoon Group Financial Controller 23

Keng Ching Tong Group Company Secretary 20
Lee Kong Seng Project Manager 27

Our key senior management team possesses substantial knowledge and exposure in the oil
palm plantation business. The team has played a vital role in promoting our growth and
business expansion, and will continue to contribute to our growth in the future. Please refer
to Sections 5.2.3 and 5.3.3 for the profiles of our Executive Directors and key senior
management, respectively.

We are well positioned to benefit from growth in the global edible oils market and
the oil palm industry in Indonesia

The potential for our future revenue growth is promising in line with the increasing demand
for edible oils and fats globally. According to the IMR Report, from 2020 to 2023, the total
global consumption of major edible oils increased from 239.27 million MT to 247.72 million
MT at a CAGR of 1.16%. Palm oil is the highest consumed edible oils, outstripping the
consumption of other major edible oils and fats. In 2023, palm oil accounted for 31.24% of
total global consumption of major edible oils and fats. On the other hand, palm kernel oil was
the eighth most consumed edible oil globally, accounting for 3.25% of total global edible oils
and fats consumption in 2023. Global demand for major edible oils is expected to grow in line
with the growing demand for food as a result of increasing world population.

Global demand for palm oil as the most consumed edible oil and fat benefits the oil palm
industry in Indonesia. According to the IMR Report, Indonesia is the world’s largest consumer
market for CPO; and in 2023, CPO consumption in Indonesia amounted to 19.72 million MT,
accounting for 25.48% of global CPO consumption of 77.38 million MT. From 2020 to 2023,
consumption of CPO in Indonesia increased from 16.71 million MT to 19.72 million MT at a
CAGR of 5.68%.

As an upstream oil palm plantation group which produces and sells CPO and PK to
downstream refineries and PK crushing plants for the production of palm-based edible oils
and oleochemical products, our growth will remain in tandem with the oil palm industry in
Indonesia as well as the increasing consumption of CPO in Indonesia. Further, with the ever-
increasing global population, we believe that we are well-positioned to benefit from this
growth and the relatively recession-proof demand for food products.
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7.15 BUSINESS STRATEGIES AND PROSPECTS
7.15.1 We plan to expand our oil palm plantation business through the expansion of

plantation estates

As at LPD, we own 2 plantation estates, 1 palm oil mill and 1 jetty in East Kalimantan,
Indonesia. We intend to grow our oil palm plantation business by expanding our oil palm
plantation estates. As such, we plan to acquire additional land located in close proximity to
our current oil palm plantation estates in Kutai Kartanegara, East Kalimantan for better
coordination of operational and logistics management.

As at LPD, we have identified company(ies) with potential land banks for oil palm plantation
in the sub-district of Muara Kaman, Kutai Kartanegara, East Kalimantan. The estimated land
area is approximately 5,000.0 Ha with an estimated area for planting of approximately 4,000.0
to 4,500.0 Ha. Subject to successful negotiation and feasibility study to the satisfaction of our
Group, the expected time to finalise such acquisition is by second quarter of 2024. As at LPD,
we are in the midst of finalising the negotiation to appoint an independent expert to conduct
the said feasibility study such as climate, humidity and soil condition on the potential land
banks for oil palm plantation. For clarity, the potential land banks comprise mainly unplanted
lands where approximately 3.0% of the land area are planted with oil palms (average age of
2 years) by the local farmers, of which we will take over in the event that the above proposed
acquisition materialises. Upon completion of the acquisition, we will commence planting of oil
palms on the entire area for planting immediately, and we expect to harvest FFB after 2.5
years from the date of field planting. We also plan to set up a new palm oil mill within the
new plantation estates to process the FFB harvested from the new plantation estates. As at
LPD, the details on the setup of the new palm oil mill are not available as it is subject to the
location and the actual planted area of the plantation land to be acquired.

We intend to utilise a total of RM42.0 million from the proceeds to be raised from our Public
Issue to fully fund the acquisition of the land or the company that owns the land, as well as
planting and upkeeping of oil palms. Should the cost of the above be greater than RM42.0
million, the outstanding cost will be funded through bank borrowings and/or internally
generated funds. In the event that the above proposed acquisition materialises, we may
recruit approximately 400 additional general workers with an estimated monthly salary
totalling approximately RM0.4 million (to be funded internally) to carry out the planting
activities at the plantation land. For avoidance of doubt, the plantation land to be acquired
will be either part of the Plasma Programme where at least 20.0% of the total area will be
developed for the local cooperative under the Plasma Programme for our Group to manage
or in any other form or arrangement (such as profit sharing scheme) as stipulated under the
regulatory framework for plantation business licensing governed by the President of Indonesia
Decree. The profit sharing scheme is based on an agreed sharing ratio of income or profit
between our Group and the local farmers after taking into account the product selling price,
production cost and the needs of the farm household. As at LPD, our Group has not
participated in the Plasma Programme or established any profit sharing scheme arrangement
with the local farmers relating to the aforementioned plantation land. Please refer to Section
4.9.1(a) for further details on the utilisation of proceeds.

With the new plantation estate, we will be able to increase our FFB harvest to increase our
production of CPO and PK, which is expected to improve our financial performance. This is
will then enhance our position in the industry and strengthen our foundation for future
business growth and expansion.
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7.15.2 We intend to enhance our operational efficiency by acquiring new machinery and

equipment to be used in FFB harvesting and palm oil milling

We intend to purchase additional machinery and equipment to enhance the efficiency of our
FFB harvesting activities and palm oil milling activities. The key machinery and equipment we

intend to purchase are as follows:

Total
Machinery and Number estimated
equipment Function of units cost
RM'000
FFB harvesting
Spare parts Replacement parts for our harvesting
machinery and equipment
- Undercarriage 8 1,486
- Main pump Replacement parts for excavators®) 8 686
- Engine 8 1,828
Crawler dumpers For heavy duty FFB transportation from field 50 3,900
to collection points
Farm ATVs To collect FFB from fields to collection points 65 1,300
Trailers (attached to To collect FFB from collection points to palm 30 800

trucks) oil mill

Palm oil milling
FFB cages To carry FFB for sterilisation process
Fuel storage and To store and transport fuel (i.e. mesocarp

conveyor system fibre and PK shells) for burning in boilers
Kernel silo To store polished palm nuts for drying to
remove moisture content
EFB shredders To shred EFB
Others® Spare parts for the machinery and equipment

for palm oil milling activities

Notes:

10,000
2,000
1,500
1,400

1,120
5,980

12,000

O As at LPD, our harvesting machinery and equipment that require replacement are 8

units of excavators.

@) Comprises 10 units of machinery and equipment such as EFB pressing machines and
hydrocyclone, all of which are below RMO0.3 million per unit, as well as 50 units of
various spare parts such as vacuum dryer pump, oil transfer pump, purifier, nut

polishing drum, column system, and decanter.

The machinery and equipment that we intend to purchase for FFB harvesting will be used to
enhance the efficiency and mechanisation of our FFB harvesting activities, as we will be able
to reduce manual transportation of FFB from the field to collection points, and increase the
frequency of FFB transportation from collection points to our existing palm oil mill, while using

less human resources.
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7.15.3

On the other hand, the machinery and equipment that we intend to purchase for palm oil
milling will be used to replace and upgrade some of the existing machinery and equipment in
our existing palm oil mill, and the spare parts that we intend to purchase will be used in the
maintenance of our existing machinery and equipment for palm oil milling activities to upkeep
the efficiency of our palm oil milling activities. This is expected to improve our OER, which
will eventually improve the financial performance of our Group.

The total cost of purchasing these new machinery and equipment is estimated to be
approximately RM22.0 million, which will be fully funded from the proceeds to be raised from
our Public Issue. Please refer to Sections 4.9.1(b) and (d) for further details on the machinery
and equipment to be purchased and utilisation of proceeds. We expect to purchase these
machinery within 24 months upon our Listing.

We plan to expand our processing capabilities and product offerings by producing
and selling CPKO

As at LPD, we are principally involved in the production and sale of CPO and PK. Customers
who purchase PK from our Group are PK crushing mills and downstream refineries, whereby
these customers are involved in extracting oil from PK for further processing into CPKO which
are used in the manufacturing of food and non-food products. CPKO is more saturated than
CPO, and is used to produce cooking oil for high-temperature cooking as it remains stable in
high temperature. Further, CPKO is used to produce non-food products such as cosmetics
and personal care products. In line with our business strategy to increase our revenue
streams, we plan to expand our processing capabilities and product offerings to produce CPKO
and PKE (a by-product of CPKO from the crushing of PK), for sale to external customers, using
PK extracted from our FFB which is currently sold to external customers and/or PK purchased
from third parties.

To facilitate this plan, our Group intends to set up a PK crushing facility adjacent to our
existing palm oil mill, with a processing capacity of 90MT PK per day, to crush and press PK
for extraction and processing into CPKO, which includes PKE which is a by-product of CPKO
from PK crushing. The setup of the PK crushing facility will mainly involve the construction of
the facility as well as purchase and installation of machinery, with estimated costs as follows:

Estimated

Setup of the PK crushing facility total cost
RM’'000

Construction of the PK crushing facility 3,000
Purchase and installation of machinery and equipment 8,300
Purchase and installation of 2 CPKO storage tanks with a total capacity of 2,700

2,500MT

14,000

The total setup cost is estimated to be approximately RM14.0 million, of which RM9.0 million
will be funded from the proceeds to be raised from our Public Issue, with RM3.0 million
allocated for the construction of the PK crushing facility and RM6.0 million allocated for the
purchase and installation of machinery and equipment and CPKO storage tanks. The
remaining RM5.0 million will be funded through bank borrowings and/or internally generated
funds. The setup of the PK crushing facility requires the Building Approval (Persetujuan
Bangunan Gedung), a permit granted by the local authority or central government to building
owners to build, change, expand, reduce, and/or maintain buildings in accordance with
applicable building technical standards. The application for Building Approval, which was
submitted via Building Management Information System on 26 May 2023, has been verified
by the said system on 29 May 2023. Our Group has subsequently in early June 2023 had a
consultation with the officer of Ministry of Public Works and Housing (Kementerian Pekerjaan
Umum dan Perumahan Rakyat) and we obtained the Building Approval from local authority
on 4 August 2023. In addition, upon completion of the setup of the PK crushing facility, we
are required to obtain the Feasibility Certificate (Sertifikat Laik Fungsi) from the Investment
Office of One-Door Integrated Services Kutai Kartanegara Regency, a certificate for buildings
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that have been completed and have met the technical feasibility requirements according to
the building function. We expect to obtain the Feasibility Certificate by 2" quarter of 2024
and commence the operations of the PK crushing facility by 2" quarter of 2024. Please refer
to Section 4.9.1(c) for further details on the utilisation of proceeds from our Public Issue.
We expect to complete the setup of the PK crushing facility and commence operations by 2
quarter of 2024, with a tentative timeline as follows:
Tentative timing Key events
April 2023 e Commenced construction of the PK crushing facility
4 August 2023 e Obtained the Building Approval (Persetujuan Bangunan
Gedung) from local authority from the Investment Office of
One-Door Integrated Services Kutai Kartanegara Regency
February 2024 e Completed construction of the PK crushing facility
e Commenced and completed installation of machinery and
equipment and CPKO storage tanks
2" quarter of 2024 e To obtain the Feasibility Certificate (Sertifikat Laik Fungsi) from
the Investment Office of One-Door Integrated Services Kutai
Kartanegara Regency
e To commence operations of the PK crushing facility
Further, we are in the midst of identifying potential customers for our CPKO, which are
downstream refineries involved in the refinery and clarification of CPKO in Indonesia.
Upon commencing the production of CPKO using the PK extracted in-house, we will gradually
decrease our sale of PK to external customers. With this, we expect improved financial
performance as we will have an additional revenue stream. Further, our Group expects to
generate better margin from processing and selling CPKO as compared to selling PK as we
can leverage on existing resources for our PK crushing activities to minimise our operating
cost while selling CPKO at higher prices as CPKO is generally a higher-value product as
compared to PK.
7.15.4 We plan to construct new staff quarters and refurbish our existing staff quarters

to house additional workers and improve the living conditions of our workers and
their family members

We have existing staff quarters constructed in our plantation estates to house our workers
(including harvesters, plantation workers and support personnel) and their family members.
The existing staff quarters are houses constructed fully by wood. We intend to refurbish our
existing staff quarters to enhance the living conditions of our workers and their family
members as part of continuous accommodation upgrading initiative.

As at LPD, our existing staff quarters comprise 383 blocks (2,618 units) of wooden houses
and are fully occupied. We plan to progressively construct 59 blocks (289 units) of new houses
using a combination of bricks, concrete and wood which are safer and less exposed to
hazards.
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We intend to utilise a total of RM10.0 million from the proceeds to be raised from our Public
Issue to fund the construction of new staff quarters and refurbishment of our existing staff
quarters. Any outstanding cost will be funded through bank borrowings and/or internally
generated funds. Please refer to Section 4.9.1(e) for further details on the utilisation of
proceeds.

We plan to expand the coverage of electricity supply generated through the
turbines at our palm oil mill to other regions of our plantation estates

As at LPD, we use some of our by-products from palm oil milling, namely PK shells and
mesocarp fibre, as fuel for the boilers at our palm oil mill to produce steam for electricity
generation by turbines. The electricity generated is currently used to power our palm oil mill,
as well as for some domestic consumption in the central region of our plantation estates which
includes staff quarters, offices, school, clinic and street lightings. However, our turbines have
the capacity to generate more electricity than what is current used.

Notwithstanding our capability to generate more electricity from our turbines to other regions
of our plantation estates, all our facilities in other regions of our plantation estates are
currently powered by electricity generated through diesel generators, in which we incur diesel
fuel cost and which produces harmful emissions into the environment. As at LPD, we do not
have the required infrastructure to transmit the electricity generated by our turbines to these
regions of our plantation estates.

In an effort to reduce our diesel fuel cost as well as part of our effort for environmental
conservation, we plan to expand the coverage of the electricity generated by our turbines to
other regions of our plantation estates which are electrified through diesel generators. To
facilitate this, we intend to build the required infrastructure for transmission of electricity from
our turbines in the central region to our facilities in other regions of our plantation estates.
This will involve the construction of 8 mini electrical substations, as well as the purchase and
installation of electrical components such as power cables, step-up and step-down
transformers, and other electrical accessories. We intend to engage a third party solution
provider to carry out these works.

The total cost of this plan is estimated to be RM10.0 million, which will be fully funded from
the proceeds to be raised from our Public Issue. Please refer to Section 4.9.1(f) for further
details on the utilisation of proceeds. The electricity supply system is expected to complete
and be commissioned within 24 months from our Listing.

With our expanded electricity supply system in place, we expect to reduce the diesel fuel cost
used by the generators in other regions of our plantation estates of approximately RM3.8
million, RM4.6 million, RM8.6 million and RM11.4 million in FYE 2020 to 2023, which
represented 2.1%, 2.8%, 4.6% and 4.6% of our total cost of sales, respectively. This will
promote self-sustainability and enhance our reputation as we place emphasis on
environmental governance and responsibility.
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SMITH ZANDER INTERNATIONAL SDN BHD 201301028298 (1058128-V)
15-01, Level 15, Menara MBMR, 1 Jalan Syed Putra, 58000 Kuala Lumpur, Malaysia

T:+60327327537. W:www.smith-zander.com S M I T H ZAN D E R

Date: 1 l} MAR 2024

The Board of Directors

MKH Oil Palm (East Kalimantan) Berhad
G-02 & G-03, Ground Floor

Wisma MKH

Jalan Semenyih

43000 Kajang

Selangor

Dear Sir / Madam,

Independent Market Research Report on the Oil Palm Industry in Indonesia (“IMR Report”)

This IMR Report has been prepared by SMITH ZANDER INTERNATIONAL SDN BHD (“SMITH
ZANDER”) for inclusion in the Prospectus in conjunction with the listing of MKH Qil Palm (East Kalimantan)
Berhad on the Main Market of Bursa Malaysia Securities Berhad.

The objective of this IMR Report is to provide an independent view of the industry and market(s) in which
MKH Oil Palm (East Kalimantan) Berhad and its subsidiaries (“MKHOP Group”) operate and to offer a
clear understanding of the industry and market dynamics. MKHOP Group is an upstream oil palm
plantation group and its operations are based in East Kalimantan, Indonesia. Through its subsidiaries, it
is principally involved in the cultivation of oil palm plantation and the production and sale of crude palm oil
and palm kernel. Hence, the scope of work for this IMR Report will address the following areas:

(i) The oil palm industry in Indonesia;

(i) Industry performance, size and growth;

(iii) Key industry drivers, risk and challenges; and

(iv) Competitive overview.

The research process for this study has been undertaken through secondary or desktop research, as well
as detailed primary research when required, which involves discussing the status of the industry with
leading industry participants. Quantitative market information could be sourced from interviews by way of
primary research and therefore, the information is subject to fluctuations due to possible changes in
business, industry and economic conditions.

SMITH ZANDER has prepared this IMR Report in an independent and objective manner and has taken
adequate care to ensure the accuracy and completeness of the report. We believe that this IMR Report
presents a balanced view of the industry within the limitations of, among others, secondary statistics and
primary research, and does not purport to be exhaustive. Our research has been conducted with an
“overall industry” perspective and may not necessarily reflect the performance of individual companies in
this IMR Report. SMITH ZANDER shall not be held responsible for the decisions and/or actions of the
readers of this report. This report should also not be considered as a recommendation to buy or not to buy
the shares of any company or companies mentioned in this report or otherwise.

For and on behalf of SMITH ZANDER:

D(.

DENNIS Tg}\l TZE WEN
MANAGING PARTNER
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COPYRIGHT NOTICE

No part of this IMR Report may be given, lent, resold, or disclosed to non-customers or any other parties, in
any format, either for commercial or non-commercial reasons, without expressed consent from SMITH
ZANDER. Further, no part of this IMR Report may be extracted, reproduced, altered, abridged, adapted,
modified, stored in a retrieval system, or transmitted in any form or by any means, electronic, mechanical,
photocopying, recording, or otherwise, for purposes other than the listing of MKH Oil Palm (East Kalimantan)
Berhad on the Main Market of Bursa Malaysia Securities Berhad, without express consent from SMITH
ZANDER.

Any part of this IMR Report used in third party publications, where the publication is based on the content, in
whole or in part, of this IMR Report, or where the content of this IMR Report is combined with any other
material, must be cited and sourced to SMITH ZANDER.

The research for this IMR Report was completed on 1 March 2024.

For further information, please contact:

SMITH ZANDER INTERNATIONAL SDN BHD
15-01, Level 15, Menara MBMR

1, Jalan Syed Putra

58000 Kuala Lumpur

Malaysia

Tel: + 603 2732 7537

www.smith-zander.com

© 2024, All rights reserved, SMITH ZANDER INTERNATIONAL SDN BHD

About SMITH ZANDER INTERNATIONAL SDN BHD

SMITH ZANDER is a professional independent market research company based in Kuala Lumpur, Malaysia,
offering market research, industry intelligence and strategy consulting solutions. SMITH ZANDER is involved
in the preparation of independent market research reports for capital market exercises, including initial public
offerings, reverse takeovers, mergers and acquisitions, and other fund-raising and corporate exercises.

Profile of the signing partner, Dennis Tan Tze Wen

Dennis Tan is the Managing Partner of SMITH ZANDER. Dennis Tan has over 26 years of experience in
market research and strategy consulting, including over 21 years in independent market research and due
diligence studies for capital markets throughout the Asia Pacific region. Dennis Tan has a Bachelor of Science
(major in Computer Science and minor in Business Administration) from Memorial University of Newfoundland,
Canada.
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1 THE OIL PALM INDUSTRY IN INDONESIA

Economic and geographical overview of Indonesia

Indonesia is the largest economy in Southeast Asia with a total Gross Domestic Product (“GDP”) of IDR12.30
quadrillion (RM3.68 trillion)", and the world’s fourth most populous nation with a population size of 278.70 million,
in 2023.2 In 2023, the economy of Indonesia was mainly supported by the manufacturing sector which was the
largest contributor to the nation’s GDP at IDR2.51 quadrillion (RM750.49 billion)', followed by wholesale and
retail trade as well as repair of motor vehicles and motorcycles sector at IDR1.60 quadrillion (RM478.40 billion)®,
and agricultural, forestry and fishing sector at IDR1.45 quadrillion (RM433.55 billion)'. Within the agricultural,
forestry and fishing sector, plantation crops, which include oil palm, was the largest contributor to the sectoral

GDP at IDR439.50 trillion (RM131.41 billion)*.3

Kalimantan is a territory of Indonesia located in Borneo
Island. East Kalimantan, one of the five provinces in
Kalimantan, has its capital Samarinda, which lies on the
banks of the Mahakam River. East Kalimatan has a
seaport city named Balikpapan, which is also the
financial centre of Kalimantan and will be the main
gateway to the new national capital of Indonesia. The
economy of East Kalimantan is mainly driven by natural
resources such as oil, natural gas, coal and gold. In
2019, Joko Widodo, the President of Indonesia,
announced that the national capital of Indonesia will be
relocated from Jakarta to East Kalimantan, whereby the
new national capital will be located across 2 districts in

MKHOP Group’s oil

palm plantation and
palm oil mill

Mahakam River

Main cities in East
Kalimantan

Samarinda

: Indicates districts

where the national
capital of Indonesia
will be relocated to

.. Equator

INDONESIA

Source: SMITH ZANDER

East Kalimantan, namely North Penajam Paser and Kutai Kartanegara, both of which are located close to

Samarinda and Balikpapan.

Overview of the oil palm industry in Indonesia

The value chain of the oil palm industry can be categorised into 4 segments, comprising upstream, midstream,
downstream processing, and consumer and industrial products manufacturing as follows:

Value chain of the oil palm industry

q Consumer and industrial
o
=  Seed production = Trading Refining Blending
$ |§=" Nursery : Bulking Fractionation Packing
:‘E 1 Cultivation 1 Esterification Marketing and branding
& : = Harvesting :
< |1 Palm oil milling 1
)i Porushing ___}
'
Qil palm seedling = CPO Refined, bleached and Cooking and salad oils
= Fresh fruit bunches (‘FEB" )_ = PK deodorised (‘RBD") palm oil Margarines and spreads
'g'_ 1= Crude palm oil (“CPO") = CPKO RBD palm kernel oil Bakery shortening
] s Palm kernel (“PK") 1 Palm fatty acid distillate Emulsifiers
o =T Crudepalmkemel ol ~— RBD palm olein Confectionery fats
% (“CPKQ”") RBD palm stearin Cosmetics
8 By-products (empty fruit bunch Cocoa butter substitute Soaps
o (EFB), decanter cake, Fatty acid, alcohols, amines, Sanitisers
o mesocarp fibre, PK shell and amides Detergents
palm oil mill effluent) Glycerines
Biodiesel
Notes:

. The list is not exhaustive.

L -2 Indicates the segment that MKHOP Group is involved in and key products sold to its customers.

Source: SMITH ZANDER

" Exchange rate for IDR to RM for 2023 is converted based on the average annual exchange rate in 2023, extracted from
published information from Bank Negara Malaysia at IDR100 = RM0.0299.

2 Sources: The World Bank, Badan Pusat Statistik (‘BPS”)
3 Source: BPS

- OO0 1
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2 INDUSTRY PERFORMANCE, SIZE AND GROWTH

Supply analysis of the oil palm industry in Indonesia

From 2020 to 2023, total mature and immature oil palm planted area in Indonesia rose from 14.15 million
hectares (“Ha”) to 14.62 million Ha at a compound annual growth rate (“CAGR”) of 1.10%. Over the same
period, immature oil palm planted area in Indonesia decreased at a negative CAGR of 2.21%, while mature oil
palm planted area increased at a CAGR of 1.67%.

East Kalimantan, in which MKHOP Group’s plantation estates are located, recorded an increase in total mature
and immature oil palm planted area at a CAGR of 1.26%, from 1.31 million Ha in 2020 to 1.36 million Ha in
2023.

Oil palm planted area (Indonesia),
2020 - 2023(e)

Oil palm planted area (East Kalimantan),
2020 - 2023(e)

14.15 13.96 14.31 14.62
15.00
85 2.16 1.9
T
S = 10.00
2.8
&%g 500 4 111.99 12.05
0.00
2020 2021 2022 2023(e)
=== Mature —Immature =—@=Total

150 7 1.31
8T
s T 1.00
85
2 E 0.50
0.00
2020 2021 2022 2023(e)
== Mature C—Immature =@ Total

Note: (e) - estimate

Note: (e) - estimate

Sources: Ministry of Agriculture Indonesia, SMITH ZANDER Sources: Ministry of Agriculture Indonesia, SMITH ZANDER

Oil palm plantations in Indonesia

are mainly centred in several 2023(e)

Contribution of oil palm planted area by province (Indonesia),

provinces, namely Riau, West
Kalimantan, Central Kalimantan,
East Kalimantan and North
Sumatera, whereby total mature
and immature oil palm planted area
in these provinces accounted for
19.08%, 13.30%, 12.41%, 9.32%

Other provinces, 35.55%

North S ‘ 10 35!)/4‘ Central Kalimantan, 12.41%
o umatera, 10.35%

Riau, 19.08%

West Kalimantan, 13.30%

East Kalimantan, 9.32%

and 10.35% respectively, of the
total mature and immature oil palm
planted area in Indonesia in 2023.

Notes: (e) - estimate; Figures may not add up due to rounding difference.

Sources: Ministry of Agriculture Indonesia, SMITH ZANDER

Indonesia is the world’s largest producer of Composition of global CPO producers, 2023(e)

CPO. In 2023, Indonesia’s CPO production,
which stood at 48.24 million metric tons
(“MT”), accounted for 58.97% of global CPO
production of 81.81 million MT.

From 2020 to 2023, production of CPO in
Indonesia increased from 45.74 million MT to
48.24 million MT at a CAGR of 1.79%. In East
Kalimantan, production of CPO increased

14.11%
Thailand,/
4.25%
Malaysia,/

Other
countries, ___——

Indonesia,

/ 58.97%

22.67%

from 3.72 million MT in 2020 to 3.98 million Note: (e) - estimate

MT in 2023 at a CAGR of 2.28%.

Sources: Ministry of Agriculture Indonesia, SMITH ZANDER
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Production of CPO (East Kalimantan), 2020 - 2023(e)

Production of CPO (Indonesia), 2020 - 2023(e)

5000 ; 4574 4512 4558 4824 ‘o0
§E 4000 ce
S5 3000 %E 3.00 1
o=
£E 2000 82 200
10.00 TE .
0.00 '
2020 2021 2022 2023 0.00 -
2020 2021 2022 2023(e

Note: (e) - estimate

Sources: Ministry of Agriculture Indonesia, SMITH Note: (e) — estimate
ZANDER  Sources: Ministry of Agriculture Indonesia, SMITH ZANDER

In line with the increasing production Production of CPKO (Indonesia), 2020 - 2023(e)

of CPO in Indonesia, from 2020 to 9.85 Note:

2023, production of CPKO in | _ . 10007 >1° 902 9-36 (6)  estimate
Indonesia also increased from 9.15 Ss Sources: BPS
million MT to 9.85 milion MT ata | 3§ 500 SMITH ZNDER
CAGR of 2.49%. Production of &9 E 0.00

CPKO in East Kalimantan is not

publicly available. 2020 2021 2022 2023(e

Demand analysis of the oil palm industry in Indonesia

Indonesia is the world’s largest consumer market for CPO. In 2023, CPO consumption in Indonesia amounted
to 19.72 million MT, accounting for 25.48% of global CPO consumption of 77.38 million MT. This is followed by
India (12.06%), European Union (“EU-27") (7.75%) and China (7.69%). From 2020 to 2023, consumption of
CPO in Indonesia increased from 16.71 million MT to 19.72 million MT at a CAGR of 5.68%.

Composition of global CPO consumer markets, Consumption of CPO (Indonesia), 2020 - 2023(e)

2023(e) 202
20.00 7 1671 1695 1839
Indonesia, c
cogrtﬂrei(;s _—  25.48% % E 15.00
47.03% \ E'S 10,00
India, 0=
V‘ 12.06% SE 500
China, 7.69% — EU-27, 0.00
na, /. 0/ - 750 2020 2021 2022 2023

Note: (e) - estimate

Note: (e) - estimate

Source: SMITH ZANDER Source: SMITH ZANDER

In tandem with its position as the world’s largest producer of CPO, Indonesia is also the world’s largest exporter
of CPO, and hence it plays a significant role in supporting the global demand for palm oil. In 2023, Indonesia’s
CPO exports which stood at 27.50 million MT, accounted for 53.64% of global CPO exports of 51.27 million MT.

Composition of global CPO exports, 2023(e) Exports CPO (Indonesia), 2020 - 2023

Other countries 30.00 27.33 26.99 26.22 27.50
16.85% e
Indonesia, £ = 20.00
53.64% 25
& = 10.00
Malaysia, 29.51% k3
0.00
Note: (e) - estimate 2020 2021 2022 2023

Sources: BPS, SMITH ZANDER
3

Sources: BPS, SMITH ZANDER
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However, from 2020 to 2022, Indonesia’s exports of CPO decreased from 27.33 million MT to 26.22 million MT
at a negative CAGR of 2.05%. This was mainly due to the export ban on CPO, RBD palm oil, RBD palm olein

and used cooking oil imposed by the Government of Indonesia from 28 April 2022 to 23 May 2022 in an effort
to curb the rise in domestic cooking oil prices.

As Indonesia is the largest exporter of palm oil globally, the export ban adversely impacted global CPO supply.
Conversely, Indonesia experienced a domestic oversupply of CPO during the same period, which successfully
stabilised domestic cooking oil prices and subsequently drove the consumption of CPO in Indonesia. Following
the upliftment of the export ban, the Government of Indonesia reinstated the domestic market obligation in which
CPO exporters are required to fulfil a local CPO sales quota in order to export CPO, which also contributed to
the overall decrease in CPO exports in 2022. From 2022 to 2023, Indonesia’s exports of CPO increased year-
on-year (“YOY”) by 4.88% from 26.22 million MT to 27.50 million MT. Overall, from 2020 to 2023, Indonesia’s
exports of CPO increased at a CAGR of 0.21% from 27.33 million MT to 27.50 million MT.

In line with the increase in consumption Consumption and exports of CPKO (Indonesia), 2020 - 2023(e)

of CPO, consumption of CPKO in
Indonesia also increased from 557 | §o- 8.00 7 5.z 5.86 6.29 6.48
million MT in 2020 to 6.48 million MT in 25 600 3.64

£et : 3.19 3.13 3.27
2023 at a CAGR of 5.17%. 555 4.00
From 2020 to 2022, exports of CPKO | SBE 27 ﬂ |_| [ ] |_|
dgqreased from 3.64' million MT to 3.13 ) 2020 2021 2022 2023(e)
million MT at a negative CAGR of 7.27%, B Consumption BExports
which is in line with the decline in L L

Indonesia’s CPO exports over the same Note: (e) - estimate

period. Source: SMITH ZANDER

From 2022 to 2023, Indonesia’s CPKO exports increased YOY by 4.47% from 3.13 million MT to 3.27 million

MT. Overall, from 2020 to 2023, Indonesia’s CPKO exports decreased at a CAGR of 3.51% from 3.64 million
MT to 3.27 million MT.

Price trend analysis of CPO and palm kernel (“PK”)

Between 2020 and 2023, prices of CPO in East Kalimantan fluctuated, with the lowest price at

IDR6,657.44/kilograms (‘kg”) (RM2,010.55/MT)4 in June 2020 and the highest price at IDR15,490.11/kg
(RM4,600.56/MT)5 in April 2022.

CPO prices (East Kalimantan), 2020 — 2023

16,000.00 1 ==@=IDR/kg Apr-22, - 5,000.00
—0—RM/MT IDR15,490.11/kg
- 4,000.00 ~
= 12,000.00 1 Jun-20, =
2 RM2,010.55/MT =
@ - 3,000.00 2
a Apr-22 =
< 8,000.00 1 przzs, ®
3 Jun-20, RM4,600.56/MT L 2,000.00 ‘;-:j
o IDR6,657.44/kg
4,000.00 T T T T T T T T T T T T T T T T T T T T T T T 1,000.00
O O O O O O ™ ™ ™ ™ ™ N N AN N N N OO O O O Om
QAP PP QPP FAFPRRRFQPGEFqEqRqFYRgR
C T 2353 @ 2 S § 235 L2 S g 235 L2 S g a2 2 2o
S225328225828=28>8235=28°>82858
Sources:

Dinas Perkebunan Provinsi Kalimantan Timur (Plantation Office of East Kalimantan), SMITH ZANDER

4 Exchange rate for IDR to RM for June 2020 is converted based on the average exchange rate in June 2020, extracted
from published information from Bank Negara Malaysia at IDR100 = RMO0.0302.

5 Exchange rate for IDR to RM for April 2022 is converted based on the average exchange rate in April 2022, extracted from
published information from Bank Negara Malaysia at IDR100 = RM0.0297.

4
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Local prices of CPO in East Kalimantan mirror the global prices of CPO, which are influenced by supply and
demand conditions of CPO in the global market. The trend of global CPO prices between 2020 and 2023 is
described as follows:

Between January 2020 and June 2020, CPO prices were at a decreasing trend due to dampened demand
for CPO as a result of the COVID-19 pandemic and the imposition of movement restrictions in a bid to curb
the spread of COVID-19. Subsequently, CPO consumption had reduced due to lower import demand from
India and China, which are the two largest import countries for CPO. Coupled with dry weather conditions
and labour shortages, global prices of CPO decreased, which weighed down the local CPO prices in East
Kalimantan to its lowest during the period of 2020 to 2023, at IDR6,657.44/kg (RM2,010.55/MT) in June
2020.

Between July 2020 and April 2022, CPO prices were at an increasing trend mainly as a result of the
continuous low CPO supply due to the earlier imposition of movement restrictions which had restricted or
placed limitations on CPO production. Furthermore, shortages in foreign labour and temporary closure of
operations of oil palm plantations particularly in Malaysia had further suppressed CPO production. In
addition, heavy rainfall in early 2021 had disrupted oil palm harvesting activities as well as logistics on oil
palm plantations, which led to lower FFB yield and subsequently lower CPO supply. The increase in CPO
prices beginning 2021 was also contributed by the increasing demand for CPO due to the easing of
movement restrictions globally, particularly in Europe and North America.

In addition, the outbreak of the Russia-Ukraine conflict in February 2022 had disrupted the supply of
sunflower oil from Ukraine which subsequently drove demand for CPO as a substitute, leading to the rise in
global CPO prices. As Cost, Insurance and Freight (“CIF”) Rotterdam prices continued to rise due to the
Russia-Ukraine conflict, local CPO prices in East Kalimantan reached its highest since 2020 at
IDR15,490.11/kg (RM4,600.56/MT) in April 2022. Consequently, the Government of Indonesia had imposed
a palm oil export ban from 28 April 2022 to 23 May 2022 in a bid to lower domestic cooking oil prices,
whereby the ban on exports was intended to increase the supply of domestic palm oil, which would
subsequently lead to an increase in the supply of domestic cooking oil, resulting in a decrease in domestic
cooking oil prices. Due to its palm oil export ban, Indonesia’s exports of CPO and global CPO imports
declined, which further drove global CPO prices as well as led to the drop in global CPO consumption.

From May 2022 to July 2022, CPO prices were at a decreasing trend, which was mainly due to excessive
stock of CPO in Indonesia accumulated during the export ban and increase in CPO exports by Indonesia.

From August 2022 to April 2023, CPO prices were generally at an increasing trend due to the increase in
demand for CPO as CPO exports and consumption rose as a result of the pent-up demand for CPO by
importing countries such as India and China following the upliftment of the Indonesian palm oil export ban,
as well as the tightening of palm oil export quotas by Indonesia in January 2023 to secure domestic palm oil
supply and control domestic cooking oil prices ahead of the Islamic festivals around the end of March 2023
to end of April 2023.

From May 2023 to July 2023, CPO prices were generally at a decreasing trend due to weaker prices of
competitive oils such as soybean, sunflower and rapeseed oils which affected the demand for CPO, higher
expected CPO production and inventories as well as lower import demand from India.

From August 2023 to December 2023, CPO prices were generally moving at a consistent trend.

Between 2020 and 2023, prices of PK in East Kalimantan fluctuated, with the lowest price at IDR3,131.43/kg
(RM945.69/MT)® in June 2020 and the highest price at IDR12,605.44/kg (RM3,743.82/MT)” in April 2022.

6 Exchange rate for IDR to RM for June 2020 is converted based on the average exchange rate in June 2020, extracted
from published information from Bank Negara Malaysia at IDR100 = RMO0.0302.

7 Exchange rate for IDR to RM for April 2022 is converted based on the average exchange rate in April 2022, extracted from
published information from Bank Negara Malaysia at IDR100 = RM0.0297.
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PK prices (East Kalimantan), 2020 — 2023
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Sources: Dinas Perkebunan Provinsi Kalimantan Timur (Plantation Office of East Kalimantan), SMITH ZANDER

Generally, PK prices have similar trends with CPO prices as the production of PK is closely tied to the production
of CPO given that PK is a by-product of CPO. As such, the factors which affect the production of CPO also
applies to the production of PK. Local prices of PK in East Kalimantan mirror the global prices of PK, which are
influenced by supply and demand conditions of PK in the global market.

3 KEY INDUSTRY DRIVERS, RISKS AND CHALLENGES
Key Industry Drivers

» Growing demand for food drives the demand for edible oils and fats which subsequently drives the
growth of the oil palm industry

The demand for edible oils and fats such as palm oil is directly driven by the growing demand for food as a
result of growing global population. According to The World Bank, world population in 2023 stood at
approximately 8.02 billion and is expected to increase by 20.57% to 9.67 billion in 2050. Higher population
growth rates in developing countries pressure the agricultural industry to produce sufficient food and fibre to
feed and clothe the increasing world population.

In line with economic growth post COVID-19 pandemic, world urban population as a percentage of total
population is expected to increase from 57.32% in 2023 to 67.97% in 20508 as individuals migrate from rural to
urban areas to seek higher standards of living, which increases consumer spending power and thus drives the
demand for food.

Consumption of CPO and other major edible Comparative consumption of CPO and other major

oils and fats (Global), 2020 — 2023(e) edible oils and fats (Global), 2023(e)
230.27 24272 243.07 24772 o, Others, 9.72% Palm oil,
C 250.00 - CPO Palm kernel oil, 3.25 A)\ /_31 249
SE _
gE o —=0Others Lard, 3.56%— &
c
32 150.00 1 a—tGrand Butter, 3.589 _/;
2=
§E 10000 e Tresaa[rerre]irosa] il | | Tatowand sease./ (Ol
50.00 - 4.95%
0.00 | | | | | | Sunflower oil, 7.80%/ | S Soybean
2020 2021 2022 2023(e) Rapeseed oil, 11.02% oil, 24.89%
Notes:

e Others comprise soybean oil, rapeseed oil, sunflower oil, cotton oil, corn oil, groundnut oil, olive oil, palm kernel oil,

coconut oil, fish oil, sesame oil, castor oil, linseed oil, butter, lard and tallow and grease.
e (e) - estimate

Source: SMITH ZANDER

8 Source: The World Bank
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Edible oils and fats are primarily utilised for food applications, and largely in the manufacturing of cooking and
salad oils, margarines and spreads, food ingredients such as emulsifiers and shortenings, and substitutes for
hard butter and cocoa butter.

The total global consumption of major edible oils and fats increased from 239.27 million MT in 2020 to 247.72
million MT in 2023 at a CAGR of 1.16%. Palm oil is the highest consumed edible oil, outstripping the
consumption of other major edible oils and fats. In 2023, CPO accounted for 31.24% of total global consumption
of major edible oils and fats. Palm kernel oil was the eighth most consumed edible oil globally in 2023,
accounting for 3.25% of total global edible oils and fats consumption in 2023.

» Wide range of applications of palm oil and its derivatives drives the demand for palm oil

The versatility and fat content in palm oil which extends shelf life, shortens cooking time, and contributes to
texture as well as flavor makes it a popular base ingredient that is utilised in a wide range of food and non-food
applications. Palm oil can be used for a multitude of food applications, including the production of cooking oil,
margarine, bakery shortening and confectionery fats; as well as non-food applications including the
manufacturing of personal and hygiene care products such as soaps, cosmetics, sanitisers and detergents,
which are produced using ingredients from oleochemical products derived from palm oil. These food and non-
food products are commonly and widely used in consumers’ daily lives.

Palm oil is also used in the production of polyols, which is used to make polyurethane, a plastic material with
multiple applications in various industries such as building and construction, automotive, furniture and electrical
and electronics.

» Demand from India, EU-27 and China as three of the largest CPO import / consumer markets

The demand for CPO from India, EU-27 and China, in terms of imports and consumption, are key factors in
sustaining the oil palm industry. In 2023, India was the largest importer of CPO globally with a market share of
17.58% to global CPO imports, followed by China (10.83%) and EU-27 (10.62%). In the same year, after
Indonesia, which was the largest consumer market for CPO with a market share of 25.48% to global CPO
consumption, India was the second largest consumer market for CPO with a market share 12.06%, followed by
EU-27 (7.75%) and China (7.69%).
Imports of CPO (India, EU-27 and China),
2020 - 2023(e)

Consumption of CPO (India, EU-27 and China),
2020 - 2023(e)
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22.85

22.54

2020 2021
mmm EU-27 == China

2022
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Note: (e) - estimate

Note: (e) - estimate

Source: SMITH ZANDER Source: SMITH ZANDER

From 2020 to 2022, total imports and total consumption of CPO in India, EU-27 and China decreased at a
CAGR of 2.09% and 5.61% respectively. The overall decrease in CPO imports and consumption in these three
markets was weighed down by the decrease in EU-27 and China, which was mainly due to lower CPO supply
and the rise in CPO prices resulting from economic factors such as foreign labour shortages due to temporary
closure of operations of oil palm plantations particularly in Malaysia following the outbreak of COVID-19, as well
as geopolitical factors such as the Russia-Ukraine conflict that escalated in February 2022 which disrupted the
supply of sunflower oil from Ukraine and subsequently drove the demand for CPO as a substitute by importers,
as well as Indonesia’s export ban on palm oil from 28 April 2022 to 23 May 2022.

From 2022 to 2023, total imports and total consumption of CPO in India, EU-27 and China increased YOY by
4.55% and 4.52%, respectively due to the recovery in imports following the upliftment of Indonesia’s export ban
on palm oil. Overall, from 2020 to 2023, total imports of CPO in India, EU-27 and China increased at a CAGR
of 0.07% while total consumption of CPO in India, EU-27 and China decreased at a CAGR of 2.34%.
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» Strong government support to strengthen the oil palm industry

In 2011, the Government of Indonesia introduced the Indonesian Sustainable Palm Oil (“ISPO”) standard, which
is based on Indonesian laws and regulations, to enhance the competitiveness and sustainability of the
Indonesian palm oil industry. Palm oil producers that hold the ISPO certification are required to conform to ISPO
principles with regards to licensing and plantation management, technical guidelines for the processing and
cultivation of palm oil and environmental management, amongst others. The ISPO certification is mandatory for
all Indonesian palm oil producers, from large scale producers to independent smallholders, to strengthen
Indonesia’s position in the global palm oil market as a palm oil producer and exporter.

In 2015, the Government of Indonesia established the Badan Pengelola Dana Perkebunan Kelapa Sawit
(“BPDPKS”) which is a fund management agency under the Ministry of Finance of Indonesia to manage funds
allocated for the development of the Indonesian palm oil industry. The BPDPKS provides funding for replanting
programs for smallholders through the Peremajaan Sawit Rakyat (“PSR”) programme to improve palm oil
productivity, provide biodiesel incentive to encourage the use of biodiesel by the public and research and
development in the palm oil sector, amongst others. During the period of 2016 to August 2023, the BPDPKS
had distributed a total replanting fund of IDR8.80 trillion (RM2.62 billion)®°.'° In 2023, the BPDPKS had allocated
IDR5.40 trillion (RM1.61 billion)"" for the year to support the PSR programme which was expected to cover the
replanting of 0.18 million Ha of oil palm trees. 0

Key Industry Risks and Challenges

» Dependent on weather conditions and other factors affecting crop productivity and yield

Productivity levels may be influenced by various factors such as weather conditions, pest attacks and crop
diseases, labour availability, efficient management of plantations by sourcing and utilising quality planting
materials, ensuring sufficient land area for oil palm crops, maintaining plantations by weeding, pruning, soil
fertilisation and harvesting during optimum seasons, age profile of the oil palm trees as well as utilising efficient
production techniques in the process of oil extraction.

The annual yield of mature crops does not remain constant and varies annually arising from external factors
such as soil fertility and climate as well as biological factors such as frond production, floral abortion, sex ratio,
bunch survival and average bunch weight which, when affected, can possibly lead to tree stress, thus adversely
impacting FFB yield. Tree stress is a biological production pattern where crops experience lower yield
performance after a period of high yields. Crops that are in the latter stages of maturity are more likely to face
prolonged biological stress after a period of bumper harvest.

» Fluctuations in edible oils prices which may affect demand for palm oil

As with any other commodity, global CPO prices have been seen to fluctuate during periods of economic growth
and contractions. Global CPO prices have also been seen to be closely tied to the market price of crude oil,
due to their use as feedstock in the production of biodiesel and hence, serving as a substitute for crude oil.

Other factors that have significant impact on the price movement of CPO include supply and demand forces,
demand from food and oleochemicals industries, weather conditions and performance of other edible oils and
fats. If both supply and demand are strong but market prices remain high, consumption levels are likely to be
affected, thereby restraining the growth of the industry.

» Product substitution with other edible oils and fats

Edible oils and fats are typically versatile in terms of their purposes such as for cooking, baking and salad
dressings. Most edible oils and fats can be used for similar purposes and thus, making them substitutable with
one another. The substitutability of palm oil with other edible oils and fats, and vice versa, is mainly driven by
global CPO prices as well as prices of other edible oils and fats. Global CPO prices and prices of other edible
oils and fats correlate with factors such as weather conditions, labour availability, changes in government
policies and geopolitical conflicts, which affect the supply and demand of palm oil and other edible oils and fats.

9 Exchange rate for IDR to RM for 2016 to August 2023 is converted based on the average annual exchange rate from 1
January 2016 to 31 August 2023, extracted from published information from Bank Negara Malaysia at IDR100 = RM0.0298.
10 Source: Indonesia Palm Oil Association

1 Exchange rate for IDR to RM for 2023 is converted based on the average annual exchange rate in 2023, extracted from
published information from Bank Negara Malaysia at IDR100 = RM0.0299.
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Any changes to these factors may affect the substitutability of palm oil with other edible oils and fats and
subsequently affect the growth of the oil palm industry.

» Environmental concerns surrounding the oil palm industry

Typically, vast areas of tropical rainforests are cleared out in order to make way for oil palm plantations. This
has resulted in concerns in the rise of deforestation, biodiversity destruction and greenhouse gas emissions in
countries such as Indonesia and Malaysia which are the two largest palm oil producers globally.

On 1 July 2021, through the Renewable Energy Directive Il, the EU enforced a regulation on its member states
in which palm oil-based biofuel is no longer considered as a renewable energy in its renewable energy targets
in order to phase out the use of palm oil-based biofuel by 2030. In the long run, the EU’s phasing out of use of
palm oil-based biofuel may have adverse impact on the demand for palm oil from the EU.

Furthermore, on 29 June 2023, the EU began enforcing the Regulation on deforestation-free products (“EUDR”),
which aims to avoid commodities comprising soy, beef, palm oil, wood, cocoa, coffee, rubber and some of their
derivative products, such as leather, chocolate, tyres, or furniture, that are linked to deforestation or forest
degradation from being placed on the EU market. As such, the EUDR mandates companies that place these
commodities on the EU market to screen their suppliers through annual due diligence frameworks to attest that
the products are not derived from recently deforested land or have not contributed to forest degradation. In
addition, the EUDR also requires the due diligence to encompass details to verify that these suppliers are in
compliance with laws pertaining to land use, labour and human rights as well as the rights of local indigenous
communities of the suppliers’ countries. In the event that the suppliers of these commodities are unable to meet
the requirements as set out by the EUDR, the demand for these commodities in the EU may be negatively
impacted, which includes the demand for palm oil and its derivatives.

There is no assurance that other countries will not adopt similar policies that phase out the use of palm oil-
based biofuel as well as regulations similar to the EUDR due to environmental concerns, which may adversely
impact the global demand for palm oil and thus affect the growth of the oil palm industry.

4 COMPETITIVE OVERVIEW

The oil palm industry in Indonesia is a vibrant and thriving industry owing to its strategic geographical location
along the tropical belt of the equator. The oil palm industry in Indonesia, in particular the upstream segment of
the oil palm industry, comprises many industry players which include private estates, smallholders and
government estates, whereby private estates accounted for 55.08% of total oil palm planted area, followed by
smallholders (41.17%) and government estates (3.75%).

The barriers to entry in the oil palm industry is high as it requires high initial capital to establish a sizable
plantation estate and palm oil milling facilities, which includes acquisition of agricultural land, construction of
palm oil mill(s), purchasing of machinery and storage facility(s), as well as operating expenses and working
capital for on-going cultivation and milling activities.

Closest competitors to MKHOP Group

MKHOP Group owns two plantation estates with a total planted area of 17,008.80 Ha in East Kalimantan. The
basis for selection of the closest competitors to MKHOP Group is as follows:

e public listed companies involved in the upstream segment of the oil palm industry in Indonesia, in particular
the cultivation of oil palm and production of CPO and PK in Indonesia, including foreign listed companies
based outside Indonesia but with oil palm plantations in Indonesia; and

e companies with total planted area between 10,000 Ha and 100,000 Ha in Indonesia.

Companies with total planted area which exceed 100,000 Ha are excluded as these companies are not deemed
to be the closest competitors to MKHOP Group as their scale of operations are significantly larger. Further,
some of these companies are vertically integrated companies with both upstream (i.e. cultivation of oil palm and
production of CPO and PK/CPKO) and downstream (i.e. palm oil refineries and/or manufacturing) operations.
Some examples of these companies with total planted areas exceeding 100,000 Ha are public listed companies
such as PT Astra Agro Lestari Tbk (287,044 Ha) and PT Salim Ivomas Pratama Tbk (244,768 Ha) which are
headquartered in Indonesia; Kuala Lumpur Kepong Berhad (287,181 Ha), Sime Darby Plantation Berhad
(579,708 Ha), 10l Corporation Berhad (173,818 Ha) and Genting Plantations Berhad (159,477 Ha) which are

- OO0 9

240



Registration No.: 200401023680 (662186-D)

8. IMR REPORT (Cont’d)

SMITH ZANDER

headquartered in Malaysia and have oil palm plantations in Indonesia; as well as Wilmar International Limited
(231,697 Ha), Golden Agri-Resources Ltd (537,697 Ha) and First Resources Limited (211,409 Ha) which are
headquartered in Singapore and have oil palm plantations in Indonesia. The identified key industry players
include major industry players in Indonesia that were identified by SMITH ZANDER based on sources available,
such as the internet, published documents and industry directories. However, there may be companies that
have no online and/or published media presence, or are operating with minimal public advertisement, and hence
SMITH ZANDER is unable to state conclusively that the list of industry players is exhaustive.

Private companies are not included as key industry players as audited financial statements for private
companies in Indonesia are not publicly available.

[The rest of this page is intentionally left blank]
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Notes:

(@)

Latest available as at 1 March 2024

May include planted area under the Plasma Programme. In Indonesia, the Government of Indonesia requires oil palm
plantation companies to develop and manage new plantations under the Plasma Programme for local cooperatives
which comprise local farmers. Under the Plasma Programme, oil palm plantation companies are required to provide
certain area of plantation land for plantation development and management for the local cooperatives, as well as
assist local cooperatives in the development and preparation of plantation land, supplying oil palm seedlings to local
cooperatives as well as training and educating the farmers under the local cooperatives in oil palm cultivation and
management. Oil palm plantation companies are obliged to purchase FFB harvested by local cooperatives under their
Plasma Programme at prices determined by the Government of Indonesia which fluctuate in line with the prevailing
CPO prices.

May include revenue derived from other businesses that are not related to the cultivation of oil palm and production
of CPO and PK in Indonesia.

Extracted from Bloomberg as at 1 March 2024.

This information excludes the company’s entire operations in South Sumatra which was classified as held for sale and
discontinued operations in the consolidated statement of financial position for the financial year ended (“FYE”) 31
December 2022.

Comprises FFB yield for plantations in Indonesia only. The FFB yield that includes the plantation in Malaysia is not
available in the latest available annual report.

() Revenue from USD to RM for the FYE 31 December 2022 was converted based on the average annual exchange
rate in 2022, extracted from published information from Bank Negara Malaysia at USD1.00 = RM4.4005.

(g) N/A — Not available.

(h) Revenue from IDR to RM for the FYE 31 December 2022 was converted based on the average annual exchange rate
in 2022, extracted from published information from Bank Negara Malaysia at IDR100 = RM0.0296.

(i) This industry player recorded a negative earnings per share as at the date of extraction from Bloomberg.

(i) Includes 1,005 Ha of planted area which belongs to a subsidiary that has been disposed in February 2023.

(k) Based on MKHOP Group’s earnings per share of approximately 3.05 sen for FYE 2023, calculated based on MKHOP
Group’s profit after tax of RM31.25 million for the FYE 2023 and enlarged share capital of 1,023,590,845 shares upon
listing.

(I)  This industry player has been delisted from the Singapore Stock Exchange on 4 July 2023.

Sources: MKHOP Group, various companies’ annual reports and websites, Bloomberg, SMITH ZANDER

Market Share

The market share of MKHOP Group in the oil palm industry in Indonesia and East Kalimantan is represented
by its share of total planted area and CPO production in Indonesia and East Kalimantan respectively. MKHOP
Group captured a market share based on total planted area of 0.12% in Indonesia and 1.25% in East
Kalimantan; and a market share based on CPO production of 0.18% in Indonesia and 2.24% in East
Kalimantan.

[The rest of this page is intentionally left blank]
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RISK FACTORS

NOTWITHSTANDING THE PROSPECTS OF OUR GROUP AS OUTLINED IN THIS PROSPECTUS,
YOU SHOULD CAREFULLY CONSIDER THE FOLLOWING RISK FACTORS THAT MAY HAVE A
SIGNIFICANT IMPACT ON OUR FUTURE PERFORMANCE, IN ADDITION TO ALL OTHER
RELEVANT INFORMATION CONTAINED ELSEWHERE IN THIS PROSPECTUS, BEFORE
MAKING AN APPLICATION FOR OUR IPO SHARES.

9.1

9.1.1

9.1.2

RISKS RELATING TO OUR BUSINESS AND OUR OPERATIONS

Our business growth may be adversely affected if we fail to continuously improve
our FFB yields which could result in stagnant or lower production of CPO and PK

FFB harvested from our plantation estates is the main input to our palm oil mill for the
production of CPO and extraction of PK, which are then sold to our customers, thus generating
revenue for our Group. Therefore, it is crucial to harvest sufficient FFB for the production of
CPO and extraction of PK to generate revenue for our Group. FFB yields are generally
dependent on the land profile of our plantation estates, age profile and quality of our oil palms,
as well as adoption of efficient plantation practices to ensure high FFB yields including field
upkeep and weed control, soil fertility and conservation, pest management, mechanisation,
water management, harvesting and crop quality, as well as safety, health and environment.
Further, FFB yields are also dependent on the availability of labour to carry out the daily
operations in our plantation estates with further details set out in Section 9.2.3.

Our oil palm planted areas are generally flat to gently undulating with the whole of the
plantation land below 50 metre AMSL which eases the operations of our plantation activities,
and the majority of our oil palms (i.e. 94.9% as at LPD) are at prime mature stage which is
ideal for high FFB yields. However, there can be no assurance that we will continue to achieve
high FFB yields if we fail to continuously adopt or improve our plantation practices. Any failure
in adopting our plantation practices by our workers, such as failure in maintaining soil fertility
due to inefficient application of fertilisers as well as failure in combating pest due to
inefficiency in applying chemicals (e.g. pesticides) and in the planting of biological plant for
pest control, may result in low yield or poor quality of FFB. Further, failure in continuously
improving our plantation practices through mechanisation along with technological
advancement may also result in stagnant or lower yield of FFB. Additionally, as our oil palms
will eventually enter the old age with lower FFB yields, we may face decreasing FFB yields if
we are unable to implement replanting programmes on a timely manner and in the right
phases, which can be caused by factors such as prolonged adverse weather conditions,
shortage of suitable oil palm seedlings and fertiliser, as well as labour, at the time when our
Group plans to commence replanting activities to replace old oil palms.

Any decrease in FFB yields will result in stagnant or lower production of CPO and PK, which
may eventually negatively affect our financial performance and our future growth. Even if we
purchase FFB from third party plantation estates for the production of CPO and PK in our palm
oil mill in the event of low FFB yields in our plantation estates, we are required to incur
additional costs for the purchase of FFB and there can be no assurance on the quality of FFB
purchased. All of these may have a negative impact on our cost of sales and may consequently
impact our financial performance.

Our financial performance is subject to our ability to continuously deliver CPO and
PK based on industry guidelines

The quality of our CPO is mainly measured by the FFA content, of which they are mainly
dependent on the quality of FFB and the duration of CPO storage prior to delivery. According
to the Indonesian National Standard’s quality guidelines published by the National
Standardisation Agency of Indonesia, the content of FFA in CPO produced by palm oil mills in
Indonesia should not be more than 5.0% at the point of loading for delivery to customers.
Nevertheless, CPO with FFA content above 5.0% can still be sold to refineries for processing
into non-edible oils and edible oils but the CPO must undergo additional treatment prior to
further processing.

244



Registration No.: 200401023680 (662186-D)

9.

RISK FACTORS (Cont'd)

9.1.3

On the other hand, the quality of our PK is measured by the moisture and impurity levels as
well as FFA content, of which they are dependent on, amongst others, weather conditions
along with the transportation which may affect the moisture content, efficiency of our PK
recovery process which involves the removal of dirt, stones and moisture content, as well as
the quality of FFB and the duration of PK storage which may affect the FFA content. Based
on the pre-agreed quality range with our customers, the FFA content of our PK should not be
more than 5.0% and the moisture and impurity levels of our PK should not be more than 8.0%
at the point of product receipt by our customers. PK with high moisture and impurity levels
as well as FFA content can still be sold to customers for processing but the PK must undergo
additional treatment prior to further processing.

Notwithstanding that we have quality control procedures in place to ensure the quality of FFB
harvested in order to produce CPO with FFA content of below 5.0% to our customers, there
is no guarantee that we will be able to continue to maintain the FFA content of our CPO. If
we deliver CPO with FFA content above 5.0%, our customer can claim for a reduction in sales
price based on a pre-agreed range. As for PK, if we deliver PK with impurity and moisture
levels as well as FFA content that do not meet our customers’ requirement, or if the delivered
amount is lower than the pre-agreed amount due to adverse weather and bad road conditions
that cause PK to fall off from the trucks during transportation, our customer can claim for a
reduction in sales price based on a pre-agreed range.

During FYE 2020 to 2023, there were claims from our customers on sales of CPO and PK
amounting to approximately RM0.1 million, RM0.2 million, RM1.7 million and RM1.4 million
respectively, which accounted for approximately 0.1%, 0.1%, 0.5% and 0.4% of our Group’s
total revenue from plantation business segment respectively. Nevertheless, as the amount of
claims was not substantial, it did not result in any material adverse impact to our Group’s
financial performance. Please refer to Section 12.2.2(e) for further details on the quality claims
from our customers for FYE 2020 to 2023.

If we fail to continuously maintain the quality of our CPO and PK, our financial performance
will be negatively impacted as a result of claims from our customers. It may also negatively
impact our reputation in the industry as a reliable provider of quality CPO and PK, which may
result in a potential loss of confidence and sales of our CPO and PK from our existing and
potential customers, and may consequently negatively impact our business growth.

We are dependent on our Executive Directors and key senior management for
continued success and growth of our business

The continued success and growth of our Group is, to a significant extent, dependent on the
abilities, skills, experience, competency and continuous efforts of our Executive Directors and
key senior management. The presence of our Executive Directors and key senior management
is crucial to our business continuity as they play a pivotal role in our day-to-day operations as
well as charting, formulating and implementing strategies to drive the future growth of our
Group.

Any significant or sudden loss of the services of our Executive Directors and/or key senior
management without suitable replacement in a timely manner may have an adverse and
material impact on our Group’s business operations, and may eventually affect our ability to
maintain and/or improve our business performance. This may in turn adversely affect our
financial performance.
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9.1.5

Our business may be adversely affected if we are not able to renew or maintain
the licences, approvals and permits required to operate our business

We require various licences, approvals and permits such as IUP for oil palm cultivation and
plantation business licence for oil palm cultivation that is integrated with licence for production
of CPO and extraction of PK to operate our business. We may be required to renew these
approvals, licences, permits and certificates or to obtain new licences, approvals and permits
following the changes of any related regulatory requirements in Indonesia. Please refer to
Section 6.7 for the licences, approvals and permits required for our business operations.

Save for the respective B3 licences of PT MKH and PT SPS that are pending renewal due to
change in the regulatory regime as disclosed in Section 6.7, we have not experienced any
difficulty in renewing and maintaining our licences, approvals and permits. As at LPD, PT MKH
and PT SPS have not received any notice of non-compliance from the relevant authorities in
relation to their B3 licences.

We cannot assure that the relevant authorities will issue or renew any required licences,
approvals and/or permits in a timely manner or at all in the future. Failure by us to renew,
maintain or obtain the required licences, approvals and permits may lead to interruptions to
our on-going operations, affect the implementation of any planned capacity expansion and/or
affect the demand for our products, which may have a material adverse effect on our business,
financial performance and prospects.

In addition to the licences, approvals and permits required for our business operations, as at
LPD, we have obtained ISPO certification for the plantation estates managed by PT MKH and
PT SPS as a testament to our sustainable plantation practices and ability to produce
sustainable palm oil. With the aim to strengthen Indonesia’s position in the global palm oil
market as a palm oil producer and exporter, the Indonesian Government has implemented
the requirement for ISPO certification for all Indonesian oil palm plantation businesses that
hold the abovementioned plantation business licences. Please refer to Section 7.1.1 for further
details on our ISPO certification. In the event that our Group fails to maintain our ISPO
certifications, our Group may lose our customers which may have a material adverse effect
on our business, financial performance and prospects.

Our business and financial performance may be adversely affected if we lose
significant sales from our major customers

For FYE 2020 to 2022, sales contributed by our top 5 major customers accounted for 88.2%,
95.9% and 99.9% of our total revenue respectively. In FYE 2023, our Group only transacted
with 4 customers and sales to these 4 customers made up to 100.0% of our total revenue.
This indicates a concentration of our revenue amongst these customers, and a risk of
dependency on them. There is no assurance that we will be able to continue retaining these
customers, or that the volume of purchases from our major customers will not vary
significantly in the future. In the event that there are significant reductions in purchases from
our major customers or a complete loss of any of our major customers, our financial
performance and results of our operations may be adversely affected.

Further, amongst our top 4 major customers, our Group has entered into sale and purchase
agreements with PT Kutai Refinery Nusantara (part of Apical Group of Companies) for sale of
CPO and PK, and PT Binasawit Abadipratama (part of Golden Agri-Resources Group of
Companies) for sale of PK, as at LPD. Both Apical Group of Companies and Golden Agri-
Resources Group of Companies contributed significantly to our total revenue with a collective
contribution of 55.4%, 78.7%, 92.6% and 85.9% for FYE 2020 to 2023 respectively. Our
financial performance and results of our operations will be adversely affected if the sale and
purchase agreements with these customers are not renewed and these customers cease to
purchase from us.
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9.1.7

Notwithstanding that we can sell our products to other customers through the e-bidding
tendering process in the event of termination of these sale and purchase agreements and/or
reduction of purchases from our major customers, we may experience prolonged disruptions
to our business and financial performance if we are unable to replace the loss of sales with
alternative customers in a timely manner. Further, we may be subject to increased price
fluctuations if all sales are carried out through the e-bidding tendering process as the sales
are exercised at auction prices from tenders which are generally subject to higher discounts
requested by customers to compensate for freight costs, as opposed to the fixed quantum of
discounts pre-agreed in the sale and purchase agreements. Please refer to Section 7.10 for
further details on our Group’s major customers.

We are exposed to costs arising from compliance with environmental, health and
safety requirements in oil palm industry, and may be exposed to liabilities if we
fail to comply with these requirements

We are subject to various environmental, health and safety requirements in Indonesia,
whereby we are required to comply with certain requirements such as proper storage of diesel
and petrol, discharge of waste (i.e. POME and used engine oil) into the environment and
installation of water meter at borehole outlets. In compliance with these requirements, we
have obtained the B3 Waste Storage and Management-related Licenses for the storage of
waste in the oil palm plantation. The potential maximum penalties which may be imposed for
not possessing the B3 Waste Storage and Management-related Licences are imprisonment for
a maximum of 3 years and a maximum fine of IDR3.0 billion (equivalent to approximately
RMO0.9 million). As at LPD, our Group does not historically have any non-compliances relating
to environmental, health and safety requirements. For FYE 2020 to 2023, we incurred RMO0.7
million, RMO0.7 million, RMO0.8 million and RMO0.7 million respectively, representing
approximately 0.3% to 0.4% of our Group’s cost of sales for each of the FYE 2020 to 2023,
to comply with the environmental, health and safety requirements, which are a negligible
portion of our total costs.

Further, as these requirements may be changed from time to time and may become more
stringent, we may be required to put in additional measures such as purchase and installation
of new or additional pollution control equipment or to make necessary operational changes in
order to comply with the requirements. Any additional measures in place may result in
additional costs incurred and may consequently increase our operational cost.

In addition, any claims on our failure to comply with any present or future environmental,
health and safety requirements could result in assessment of damages and imposition of fines;
or if worsen, may result in suspension or cessation of our operations.

Our business and operations are exposed to sudden disruptions caused by serious
pandemic and epidemic outbreaks

The COVID-19 pandemic and any other possible future outbreaks/pandemics may significantly
and adversely affect our business operations and financial performance. In the event of a
spread of viruses among our workers, our workers will be subjected to quarantines. This may
delay our plantation and milling operations due to a shortage of workers and mandatory
suspension of our business operations if there is a large-scale virus spread in our plantation
estates. The quality of our FFB may also be impacted if there is insufficient inventory of
fertilisers and chemicals for application and a significant delay in the supply of these items
from our suppliers. Further, the COVID-19 pandemic or any other possible future outbreaks/
pandemics may also lead to disruptions to the logistics and transportation ecosystem in East
Kalimantan, which may consequently lead to a delay in products delivery to our customers.
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9.1.9

During the COVID-19 pandemic, we imposed strict control at the entry points of our plantation
estates to prohibit unauthorised personnel from entering our plantation estates, and there
has been no COVID-19 cases detected. Save for some delays in the supply of certain fertilisers
and chemicals from our suppliers during the pandemic due to global supply chain disruptions
as a result of lockdown measures imposed in many countries as well as some delays in product
collection by our customers, we have not experienced any other interruptions to our business
operations. Please refer to Section 7.8 for further details on the interruptions to our business
operations pursuant to the COVID-19 pandemic.

However, there is no assurance that our Group will be able to maintain zero-cases in our
plantation estates, and be able to ensure that our operations will not be affected if the COVID-
19 situation escalates with the emergence of new COVID-19 variants. Further, we cannot
assure that we will be able to manage the risks efficiently in the event of any such pandemic
outbreaks and/or epidemic outbreaks in the future that may affect a significantly large but
more localised population.

Our business and operations are exposed to unexpected interruptions or delays
caused by machinery and/or equipment failures

We rely on a series of machinery and equipment such as sterilisers, threshers and oil press
machines to produce CPO and extract PK as part of our palm oil milling process. These
machinery and equipment may, on occasion, be out of service due to unanticipated failures
caused by disruptions in the supply of electricity or water; or damages caused by fire to our
palm oil mill, including fires that may spread to our palm oil mill from the neighbouring areas
of our plantation estates, with further details set out in Section 9.2.2(c).

The occurrence of these unexpected events that are beyond our control may cause damage
or destruction to all or part of our palm oil mill and machinery, which may result in
maintenance and repair works required to our palm oil mill or the affected machinery. All of
these may consequently result in interruptions to or prolonged suspension of our production
activities. Any prolonged interruptions to our production activities will affect our ability in
fulfilling our sales orders, thus causing delivery delays to our customers. This could adversely
impact our relationships with customers, financial performance and reputation in the industry.

For FYE 2020 to 2023 and up to LPD, we have not experienced any incidents of unanticipated
machinery and equipment failures which led to major interruptions in our operations. However,
there can be no assurance that such incidences will not happen in the future. In the event
that these incidences occur, it may result in interruptions to our operations and thus adversely
affect our business operations and financial performance.

Our insurance coverage may not be adequate to cover all losses or liabilities that
may arise in connection with our operations

We maintain insurance at levels that are customary in our industry to protect against various
losses and liabilities, such as property all risk, motor vehicle and automobile liability, fidelity
guarantee and machinery breakdown. However, in the event of claims, our insurance may
not be adequate to cover all losses or liabilities that might be incurred in our operations as a
result of any unforeseen circumstances. For example, while we are insured against losses
resulting from the liabilities as mentioned above, we do not maintain insurance against losses
at our oil palm plantations as a result of natural disasters (save and except for Standard
Indonesian Earthquake insurance), wars and acts of terrorism as the premiums for these
insurances are generally not commercially viable.

Moreover, we will be subject to the risk that, in the future, we may not be able to maintain
or obtain insurance of the type and amount desired at reasonable rates. If we were to incur
a significant liability for which we were not fully insured, it could have a material adverse
effect on our business, financial condition and results of operations.
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For FYE 2020 to 2023 and up to LPD, there were insurance claims for property all risk, motor
vehicle and automobile liability, fidelity guarantee, business interruptions due to flood, staff
medical and loss of biological asset, which amounted to approximately RM0.91 million. During
the same period, we have not experienced any incidences of material losses, damages or
liabilities incurred by us due to insufficient insurance coverage.

We may not be able to successfully implement our business strategies
Our business strategies and future plans are as follows:
(@) toexpand our oil palm plantation business through the expansion of plantation estates;

(b) to enhance our operational efficiency by acquiring new machinery and equipment to
be used in FFB harvesting and palm oil milling;

(c) to expand our processing capabilities and product offerings by producing and selling
CPKO;

(d) to refurbish our staff quarters to improve the living conditions of our workers and their
family members; and

(e) toexpand the coverage of electricity supply generated through the turbines at our palm
oil mill to other regions of our plantation estates.

Please refer to Section 7.15 for further details of our business strategies and future plans.

The execution of these business strategies involves capital expenditures for amongst others,
acquisition costs for plantation land banks, machinery and equipment; as well as other
operating expenses such as depreciation charges, machinery and equipment maintenance
costs, staff costs and other working capital requirements. Some of these additional
expenditures will increase our Group’s operational cost including our overhead costs, and may
adversely affect our profit margin if we are unable to gain sufficient revenue by securing more
sales from customers.

Furthermore, the implementation of these business strategies may be influenced by factors
beyond our control, such as changes in general market conditions, economic climate,
regulatory guidelines and political environment in Indonesia; as well as availability of
companies with suitable plantation land for acquisition and ability to achieve favourable
acquisition terms, all of which may affect the commercial viability of our business strategies.
We also cannot be assured that any required additional financing, in addition to the IPO
proceeds raised, will be made available to us on terms that are satisfactory to us or at all. If
adequate funding is not available when needed, or is available only on unfavourable terms,
we may not be able to meet the capital needs, or may need to inject additional capital from
internally generated funds for the implementation of our business strategies, which may
consequently delay the target timeframe for our business strategies.

As such, there is no assurance that the execution of our business strategies will be successful,
nor will we be able to anticipate all the risks and uncertainties that may arise during the
execution of these business strategies, which may materially affect the business operations
and financial performance of our Group.

Further, we will also continue to be exposed to risks arising from operating on leased
plantation land. As at LPD, both our plantation estates under PT MKH and PT SPS are granted
by the National Land Office based on the HGU Certificate with the terms of 35 years and will
be expiring in 2042 and 2045 respectively, with options to extend for a further period of 25
years, and subsequently be renewed a further period of 35 years upon fulfilment of conditions
pursuant to the laws and regulations of the Republic of Indonesia. Likewise, when we establish
a new plantation estate on the HGU, we are required to renew the term upon expiry to ensure
continuity of our business operations. Failure to renew the terms of our existing plantation
land and the plantation land to be acquired in the future may lead to major disruptions to our
business and expose us to business continuity risk.
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9.1.12

We may be adversely affected by fluctuations in prices of supplies purchased by
our Group

Our Group’s GP margin is also susceptible to fluctuations in the prices of some supplies, such
as fertilisers, FFB from the Plasma Programme, CPO from neighbouring third-party palm oil
mills, diesel and petrol as well as chemicals. The prices of these supplies are dependent on,
amongst others, the prevailing global crude oil prices and CPO prices, and/or the demand and
supply conditions of these supplies. Please refer to Sections 7.11 and 9.2.2 for further details
on the price fluctuation of these supplies and the price volatility of CPO, respectively.

Any significant fluctuation in the prices of these supplies may significantly increase our cost
of sales, which may adversely affect our business, financial condition, results of operations
and prospects should we fail to pass the increase in cost to our customers.

In FYE 2022, there was an increase in the price of fertilisers resulting from shortage of supply
due to the Russia-Ukraine conflict; and an increase in the price of diesel for use in our
generation sets and vehicles due to the increase in global crude oil prices arising from the
increase in global demand for crude oil due to fears in the market on any disruptions in supply
as a result of the Russia-Ukraine conflict and sanctions implemented by the United States
against Russia, which subsequently led to a reduction in subsidies on diesel as announced by
the Indonesian Government in September 2022. The increase in the prices of fertilisers and
diesel led to an increase in our cost of sales of approximately RM8.6 million, which led to a
decline in our GP in FYE 2022 despite being cushioned by higher revenue contributed by
higher average selling prices of CPO and PK. Save for the aforementioned, there was no
increase in the price of our other supplies which are subject to price fluctuations and impacted
our financial performance for FYE 2020 to 2023.

Moving forward, our financial performance subsequent to FYE 2023 may be adversely affected
by an increase in prices of our supplies including fertiliser and diesel as the impact arising
from the Russia-Ukraine conflict and sanctions implemented by the United States against
Russia may continue to persist, and such impact may not be mitigated by our revenue due to
potential decline in our selling prices of CPO and PK as the domestic market obligation
implemented by the Indonesian Government persists.

We are exposed to foreign exchange transaction risks

Our Group is an oil palm plantation group principally involved in the cultivation of oil palm and
production and sale of CPO and PK in Indonesia. Our sales are all made to local customers in
Indonesia whereby the sales are denominated in IDR. Further, during the FYE 2020 to 2023,
we also purchased spare parts from overseas suppliers to support our business operations,
which were denominated in RM and/or USD. However, the purchases of spare parts from
overseas suppliers were minimal. Please refer to Section 12.13(a) for the breakdown of our
sales and purchases in local and foreign currencies.

Additionally, our Group has USD-denominated outstanding borrowings of RM2.4 million as at
30 September 2023, and RM-denominated loans from related company of RM112.6 million as
at 30 September 2023, with further details set out in Section 12.13(a). Our Group utilises IDR
to repay the USD-denominated borrowings and RM-denominated loans from related company.
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As at LPD, our Group does not hedge our exposure against fluctuations in foreign currency
exchange rates as currency positions in IDR are considered to be long-term in nature. As such,
we are subject to foreign exchange fluctuation risk for our USD-denominated borrowings and
RM-denominated loans from related company. In particular, for FYE 2020, we recorded
unrealised and realised loss on foreign exchange by RM13.9 million and RM3.4 million,
respectively, in respect of our borrowings and loans denominated in USD and RM against IDR.
Further, for FYE 2022, we recorded realised loss on foreign exchange by RM0.6 million. For
FYE 2023, we recorded unrealised and realised loss on foreign exchange by RM0.5 million
and RMO0.1 million, respectively. Please refer to Section 12.13(a) for further details on our
foreign exchange gains and losses for FYE 2020 to 2023.

Further, as our operations are based in Indonesia, save for sales to overseas countries and
some purchases from overseas suppliers which are denominated in USD, all our business
transactions are denominated in IDR. However, for the purposes of financial reporting in
Malaysia, all financials will be converted to RM for disclosure in financial statement. As such,
our financial statement reported in RM may not be reflective of our results of operations due
to the fluctuations in foreign exchange rates, mainly between IDR and RM. This has given
rise to foreign exchange translation reserve amount disclosed under ‘other comprehensive
income’ as ‘foreign exchange translation differences’.

We are exposed to credit risk and default payment by customers

For the sale of CPO and PK, our customers are required to place an upfront payment of 90.0%
of the total contract value, with the remaining 10.0% to be fulfilled upon the issuance of
necessary delivery documents such as bill of lading and manifest to our customers after the
product delivery, whereby our Group typically receives the payment within our credit terms
which range from 30 to 60 days. The dates in which our customers are required to fulfil the
upfront payment are stipulated in the contracts. In the event of delay or default in payment
by our customers, our operating cash flows or financial results of operations may be affected.

While we have not impaired for any credit loss or experienced any material delay or default
in payment by our customers for FYE 2020 to 2023 and up to LPD, there can be no guarantee
that our customers will be able to fulfil their payment obligations within our credit terms and
that we will not encounter any collection problems in the future. In the event that there is
any default or delay in the collection of payment, it will lead to impairment losses on trade
receivables or bad debts which may impact our financial performance.

The rest of this page is intentionally left blank
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9.2 RISKS RELATING TO OUR INDUSTRY
9.2.1 Our financial performance is subject to the fluctuation in the market prices of CPO

and PK

As with other commaodities, the market prices of CPO and PK fluctuate along with international
demand and supply conditions. The highest and lowest market prices for CPO and PK
published by the Plantation Office of East Kalimantan for 2020, 2021, 2022, 2023 and up to
LPD are as follows:

CPO price (IDR/kg) PK price (IDR/kg)
Year High Low High Low
2020 (January to December) 9,148.0 6,657.4 5,013.6 3,131.4
2021 (January to December) 13,641.2 9,170.4 10,075.5 5,691.3
2022 (January to December) 15,490.1 8,584.4 12,605.4 4,216.1
2023 (January to December) 11,886.6 10,223.4 5,717.1 4,434.9
2024 (January to February) 11,310.8 10,978.7 5,290.4 5,032.8

Please refer to Section 12.2.2(a) for the average selling price of our CPO and PK for FYE 2020
to 2023.

Local and international market prices for CPO and PK are affected by a number of factors,
including the following:

(@) the supply and demand levels for CPO, PK and other edible or non-edible fats and oils
(such as soybean oil, rapeseed oil, sunflower oil, non-edible vegetable oils and non-
edible animal fats);

(b) global production levels and physical stocks (i.e. the supply level) of CPO, PK and other
edible or non-edible fats and oils, which tend to be affected principally by global
weather conditions and the area of land under cultivation;

(c) global consumption levels (i.e. the demand level) of CPO, PK and other edible oils;

(d) the price of crude oil, which impacts the prices of biofuels and in turn impact the price
of CPO and PK as palm oil can be used in the production of biofuels;

(e) developments in the Indonesian, regional and global economic and political situations
which may affect the supply and demand conditions of CPO and PK in the global market;

(f)  foreign exchange rates as any major fluctuations in the currencies in which CPO and
PK are transacted may affect the favourability of CPO and PK exported from a particular
country, thereby affecting demand;

(g) import and export duties and other taxes in major CPO import/ consumption/
production/ export countries which may affect the imports and/or exports of CPO and
PK in the respective countries; and

(h) changes in government regulations such as implementation of any export bans and
domestic regulations that may limit the export of CPO and PK.

The key underlying reason that affects the local and international market prices of CPO and
PK is the supply and demand levels for CPO and PK. Any increase in demand for CPO and PK
and/or shortage in supply of CPO and PK tends to result in an increase in the market price of
CPO and PK, and vice versa.
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In the second half of FYE 2022, our Group’s financial performance was adversely affected by
the decline in our average selling prices of CPO and PK, where the decline was in tandem with
market prices of CPO and PK. The decline in market prices of CPO and PK from May 2022 was
due to excessive stock of CPO in Indonesia accumulated during the export ban on CPO, RBD
palm oil, RBD palm olein and used cooking oil implemented by the Indonesian Government
from 28 April 2022 to 23 May 2022 which subsequently led to an increase in CPO export after
the export ban was lifted. In FYE 2023, our Group’s financial performance was affected due
to the decrease in our average selling prices for CPO and PK. The decrease in our average
selling prices for CPO in FYE 2023 was in tandem with the decrease in global CPO prices,
which was attributed to lower demand for CPO from China as a result of reduced consumption
of major vegetable oils caused by ongoing lockdowns in several big cities due to COVID-19,
as well as lower demand for CPO from India and Europe resulting from higher imports of
soybeans as a substitute. On the other hand, the decrease in our average selling prices for
PK was also in tandem with the decrease in global PK prices, which generally move in tandem
with CPO prices. Please refer to Section 12.2.2(b) for further details of our revenue
performance in this respect.

Moving forward, a significant and prolonged reduction in the prices of CPO and palm oil-based
products would have a material adverse effect on our results of operations, profitability and
cash flows.

We are subject to various inherent risks in the oil palm industry

As we are involved in the cultivation of oil palm for the production and sale of CPO and PK,
we are subject to risks inherent to the oil palm industry. These include, but are not limited,
to:

(@) Adverse weather conditions

Overly dry or wet weather conditions can potentially induce tree-stress, leading to lower
supplies of FFB. Insufficient rainfall causes oil palm trees to produce fewer flowers
which develop into FFB and may delay fertilising schedules. In view of the potential
onset of El Nino beginning June 2023 which may result in dry seasons in East
Kalimantan, we do not expect major impact to our FFB yield, OER and KER as well as
earning prospects as our integrated drainage system is equipped with stoppers to retain
rainwater to help maintaining the moisture level of soil. Our plantation estates
experienced dry seasons in FYE 2018, 2019 and 2020, whereby the average monthly
rainfall was recorded at 179mm, 156mm and 140mm respectively. Nevertheless, our
FFB yield, OER and KER during this period were not materially and adversely impacted.
However, our FFB yield, OER and KER as well as earning prospects may face adverse
impact in the event of any prolonged dry weather conditions where our retained
rainwater is insufficient to maintain soil moisture.

On the other hand, heavy rainfall may cause the condition of the terrain on our
plantation estates to be slippery or soft, thereby making it difficult for our workers to
access our plantation estates and harvest our FFB. As our plantation estates generally
experience high rainfall during monsoon seasons, our plantation estates may be subject
to the risk of flooding if rainfalls during the monsoon seasons are beyond normal levels.
Notwithstanding that we have an integrated drainage and irrigation system for water
management in our plantation estates, there can be no assurance that we will not face
flooding issues and our FFB yields will not be impacted by adverse weather conditions.

In FYE 2021, FYE 2022 and FYE 2023, we recorded a lower FFB yield mainly due to
heavy rainfall from La Nina phenomenon, which resulted in lower CPO and PK produced
for sale. The average monthly rainfall recorded in our plantation estates increased from
140mm in FYE 2020 to 198mm in FYE 2021, and to 240mm in FYE 2022. The average
monthly rainfall recorded in our plantation estates reduced to 161mm in FYE 2023,
which is relatively high as compared to FYE 2020.

253



Registration No.: 200401023680 (662186-D)

9. RISK FACTORS (Cont’d)

(b)

(©)

Outbreak of diseases or crop pests

Diseases and pests can cause losses in FFB yields, and in extreme cases, these attacks
could destroy large areas of oil palm crops. Fungal diseases such as ‘fusarium’ and
bacteria-related diseases such as ‘endophytic bacteria” are examples of diseases that
typically infect oil palm crops while pests that attack oil palm crops include rats,
squirrels and ‘rhinoceros beetles’.

For FYE 2020 to 2023 and up to LPD, there has not been any major outbreaks of
diseases or crop pests that has led to negative impact to our crops.

Fires

Fires can occur naturally during drought seasons, and the situation can be worsened if
accompanied by strong wind which will spread the fire quickly. We generally do not
experience extreme drought seasons as our plantation estates are situated along the
equator. However, we are exposed to the risk of human and nature-caused fires, which
may lead to significant damage to our oil palms. Further, as part of our oil palm planted
areas are on peat soil (i.e. 49.0% as at LPD), there is a higher probability for these
planted areas to catch fire as drained peatlands caused by drought and land clearance
through logging and burning activities are relatively flammable during drought seasons.
Smoke and haze caused by fires may also set back the ripening of oil palm fruit and
disrupt our plantation activities, which may potentially reduce our FFB vyields. In the
event that the fire spreads to our palm oil mill, all or part of our palm oil mill may be
damaged and our operations will be severely affected.

While we adopt a zero-burning policy in our plantation estates and include the usage
of drones to determine any occurrence of fire at the surrounding areas of our plantation
estates, there can be no assurance that no fire will be spread to our plantation estates
and we are able to put out the fire on a timely manner to avoid any damage to our
plantation estates and mill during the occurrence of fire in our plantation estates. In
such circumstances, our business operations may be materially affected as set out in
Section 9.1.7.

For FYE 2020 to 2023 and up to LPD, there has not been any occurrence of fire in our
plantation estates that has led to material impact to our business operations.

All the external factors above may cause disruption to our plantation activities and/or
reduction in our FFB yields, which may in turn adversely affect our production and sale of
CPO and PK. Further, occurrence of fires involving our palm oil mill may cause damage to all
or part of our palm oil mill, which may lead to disruptions in our palm oil milling activities,
thereby impacting the production and sale of our CPO and PK. Any prolonged interruptions to
our FFB yields as well as plantation and palm oil milling activities will affect our ability in
fulfilling our sales orders, thus causing delivery delays to our customers. This could adversely
impact our relationships with customers, our financial performance and reputation in the
industry.
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9.2.3

9.2.4

9.2.5

We are dependent on manual labour for our oil palm plantation activities

The oil palm industry is labour intensive. Qil palm plantations require extensive manpower in
the nurturing of seedlings, tree planting, application of fertilisers, harvesting as well as other
routine maintenance work to ensure optimal FFB yield. It is crucial to have sufficient
manpower in nurturing seedlings and planting to ensure infilling activities can be carried out
as and when required to replace unhealthy oil palms. Further, it is also crucial to have
sufficient manpower to apply fertilisers regularly, harvest FFB upon reaching its peak ripeness
as well as carry out routine maintenance work. Timely and efficient undertaking of these
activities are crucial in achieving optimal FFB yield. Notwithstanding that our Group has
introduced and incorporated a series of mechanisation process such as the usage of powered
wheelbarrow, farm ATV, UTV and monitoring facilities as part of our plantation practices,
these equipment and facilities require human assistance to operate. Additionally, our Group
also requires skilled labour workforce in our plantation activities to ensure maximised output,
such as ability to identify FFB that are at peak ripeness for harvesting.

A shortage of labour supply, including skilled labour, will cause interruption to our plantation
activities, including delays in nurturing seedlings and planting for infilling activities, irregular
application of fertilisers and/or harvesting overripen FFB due to delays in harvesting activities.
All of these are expected to negatively impact our FFB yield, which could consequently reduce
our CPO and PK productions.

We face competition from other industry players in the oil palm industry as well
as competition from other edible oils and fats as substitute products to palm oil

The oil palm industry in Indonesia includes a large number of industry players involving in the
cultivation of oil palm and production of CPO and PK. To maintain and improve our competitive
edge over our competitors, we are required to continuously improve our cost and production
efficiencies as well as our product quality. In the event that we fail to remain competitive in
the market, we may face decreasing demand for our products and our financial performance
may be adversely affected.

We also face competition from other edible oils and fats, such as soybean oil, rapeseed oil,
sunflower oil, PK oil and peanut oil. These edible oils and fats can be used for similar purposes
as palm oil, such as for cooking, baking, or salad dressings. Consumers are able to choose
from a wide range of edible oils and fats due to easy access to more variety of consumer
products. Any increasing shift of oil consumption from palm oil to other edible oils and fats
may lead to a decrease in the demand for palm oil, thereby could have a material adverse
impact on our business and financial performance. Further, some edible oils such as palm oil,
soybean oil and rapeseed oil can also be used in the production of biofuels. Any significant
decrease in the prices of these edible oils as compared to palm oil could lead to increasing
usage of these oils in biofuel production, thereby reducing the demand for palm oil.

Our industry is subject to negative perceptions arising from environmental
concerns and labour rights issues surrounding the oil palm industry

Demand for CPO and other palm oil-based products has, in the past, and may, in the future,
be affected by campaign and online articles published by environmental groups, such as
Rainforest Rescue, Greenpeace International and the World Wide Fund for Nature (formerly
known as the World Wildlife Fund). These environmental groups have raised concerns that
oil palm plantations result in the destruction of large areas of tropical forests and wildlife
habitats and have campaigned to promote sustainable oil palm cultivation and
environmentally friendly practices in oil palm plantations, as well as ways to reduce purchasing
products that contain palm oil.
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9.2.6

In addition to environmental concerns, there are also concerns surrounding labour rights
issues in the oil palm industry. Several labour rights groups such as International Labour
Organization, Transnational Palm Oil Labour Solidarity and Verité and Liberty Shared have
raised concerns related to labour abuses such as exposure to hazardous chemicals, payments
below minimum-wage, suppression of independent unions and child labour, amongst others.
These general negative perception on labour rights towards the oil palm industry may
negatively impact the overall demand for palm oil, thereby affecting the sales of palm oil
produced by our Group.

Should concerns over the environment and labour right issues surrounding the oil palm
industry elevate and lead to a decrease in demand for CPO and other palm oil-based products,
our business, financial condition and results of operations may be materially and adversely
affected.

We are exposed to risks relating to the legal, regulatory, economic and political
environments in Malaysia and Indonesia

Our Company was incorporated in Malaysia while our operations, through our subsidiaries,
are based in East Kalimantan, Indonesia. Having a holding company incorporated in Malaysia
requires us to comply with local corporate laws and regulations; and operating in Indonesia
requires us to comply with local laws and regulations covering many aspects of our operations
including company laws, industrial laws, plantation laws, trade laws (import and export),
investment laws, laws relating to manpower (including occupational health and safety
requirements), laws relating to foreign exchange controls and offshore loans, security laws,
agrarian laws, laws protecting intellectual property rights, laws relating to price controls and
government subsidies, environmental laws, forestry laws, anti-corruption and anti-money
laundering laws, taxation and customs laws and antitrust laws. In addition, the presence of
our holding company in Malaysia and our business operations in Indonesia exposes us to risks
relating to economic and political environments in both Malaysia and Indonesia.

Among these risks include unfavourable changes in laws and regulations, government policies,
political conditions, economic conditions, inflation rates, expropriations, interest rates, import
and export restrictions, duties and tariffs, civil unrests, methods of taxation, inflation and
foreign exchange controls in Malaysia and Indonesia. In particular, our subsidiaries namely
PT MKH and PT SPS were not able to renew their B3 licences due to the change in regulatory
regime. As at LPD, PT MKH and PT SPS have not received any notice of non-compliance from
the relevant authorities in relation to their B3 licences. Further, there was no mandatory
timeframe imposed by the relevant authorities for PT MKH and PT SPS to comply with the
new licensing regime. Please refer section 6.7 for further details on the B3 licences.
Notwithstanding that our Group has not been imposed with any administrative sanctions,
penalties or fines pertaining to our major licences, permits and approvals, any unfavourable
changes in applicable laws and regulations in the future could adversely impact our business
operations as we may not be able to renew such licences, permits or approvals with the
authorities, particularly if the authorities choose to impose new terms or conditions which we
may be unable to fulfil in future. If we are unable to adhere to or successfully implement
processes in response to changing regulatory requirements, our business operations may be
adversely affected. We cannot predict with certainty the outcome or the impact that pending
or future legislative and regulatory changes may have on our business in the future.

All of these legal, regulatory, economic and/or political changes as well as the occurrence of
force majeure events, such as terrorism acts, war, riots, epidemics (such as COVID-19
pandemic) and natural disasters whether globally or in Malaysia or Indonesia, are beyond our
control, and may have a material adverse effect on our business, prospects and financial
performance and condition.
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9.3
9.3.1

9.3.2

We understand that all operating companies in Indonesia are directly owned by foreign
entities or individuals which consequently are subject to investment law and all its
implementing regulations including but not limited to regulation on limitation/restriction of
foreign ownership and a minimum capital of foreign investment company, which may be
changed from time to time. In most cases, to protect the interest of the foreign investors, the
provisions under newly enacted regulations limit its application to new foreign investment
companies while those already in the system are exempt from those provisions and may
continue their operation and do not need to comply with the new regulations (the so called
‘grandfather rule”). Notwithstanding the above, the government can issue new regulations
that may apply to all foreign investment company including the existing ones.

RISKS RELATING TO THE INVESTMENT IN OUR SHARES
There is no prior market for our Shares

Prior to our Listing, there was no public trading for our Shares. The listing of our Shares on
the Main Market does not guarantee that an active market for our Shares will develop.

There is also no assurance that our IPO Price will correspond to the price at which our Shares
will be traded on the Main Market.

Our Listing is exposed to the risk that it may be aborted or delayed
Our Listing may be aborted or delayed should any of the following occurs:
(@) The selected investors fail to subscribe for their portion of our IPO Shares;

(b)  Our Underwriter exercising its rights under the Underwriting Agreement to discharge
itself from its obligations therein; and

(c) We are unable to meet the public shareholding spread requirement set by Bursa
Securities, whereby at least 25.0% of our total number of Shares for which listing is
sought must be held by a minimum number of 1,000 public shareholders each holding
not less than 100 Shares upon the completion of our IPO and at the point of our Listing.

If any of these events occur, investors will not receive any Shares and we will return in full
without interest, all monies paid in respect of the Application within 14 days, failing which the
provisions of Section 243(2) of the CMSA will apply, whereby in addition to our liability, our
officers shall be jointly and severally liable to repay such money with interest at the rate of
10.0% per annum or at such other rate as may be prescribed by the SC from the expiration
of that period.

If our Listing is aborted and/or terminated, and our Shares have been allotted to the investors,
a return of monies to the investors could only be achieved by way of cancellation of share
capital as provided under Sections 116 or 117 of the Act and its related rules.

Such cancellation requires the approval of shareholders by special resolution in a general
meeting, with sanction of High Court of Malaya or with notice to be sent to the Director
General of the Inland Revenue Board and ROC within 7 days of the date of the special
resolution and us meeting the solvency requirements under Section 117(3) of the Act.

There can be no assurance that such monies can be recovered within a short period of time
in such circumstances.
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9.3.3

9.4

9.4.1

The trading price and trading volume of our Shares following our Listing may be
volatile

The trading price and volume of our Shares may fluctuate due to various factors, some of
which are not within our control and may be unrelated or disproportionate to our financial
performance. These factors may include variations in our financial performance, changes in
analysts’ recommendations or projections, changes in general market conditions and broad
market fluctuations.

The performance of Bursa Securities is also affected by external factors such as the
performance of the regional and world bourses, inflow or outflow of foreign funds, economic
and political conditions of the country as well as the growth potential of the various sectors
of the economy. These factors invariably contribute to the volatility of trading volumes
witnessed on Bursa Securities, thus adding risks to the market price of our Shares.

OTHER RISKS
Our Promoters will be able to exert significant influence over our Company

Our Promoters together with Metro Kajang (Oversea) and MKH Plantation will collectively hold
approximately 63.1% of our enlarged share capital upon Listing. Because of the size of their
shareholdings, our Promoters will be able to control the business direction and management
of our Group and as such there can be no assurance that the interests of our Promoters will
be aligned with those of our other shareholders. The interests of our Promoters may differ
from the interests of our other shareholders and they may be able to exercise significant
influence over the vote of our Shares. Our Promoters could also have significant influence in
determining the outcome of any corporate transactions or other matters submitted to our
shareholders for approval. This includes the election of Directors, dividend policy, approval of
business ventures and having voting control over our Group. As such, our Promoters will have
significant influence on the outcome of any ordinary resolution (which requires a simple
majority of 50.0% plus 1 voting share) to be tabled at general meeting, unless they are
required to abstain from voting by law and/or as required by the relevant authorities (i.e.
Bursa Securities).

The rest of this page is intentionally left blank
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Registration No.: 200401023680 (662186-D)

10.

RELATED PARTY TRANSACTIONS (Cont’d)

The Board of Directors of MKH confirms that MKH Group, including our Group had adhered
to the Listing Requirements in relation to related party transactions, including making the
necessary announcements to Bursa Securities or obtaining its shareholders’ approval, where
necessary. Further, the interested persons had abstained from deliberation of the Board of
Directors of the respective companies and voting on the resolutions pertaining to the
respective transactions (where applicable).

Moving forward, in order to ensure that related party transactions are undertaken on arm’s
length basis and on normal commercial terms, we have established the following procedures:

(@)

(b)

Recurrent related party transactions

(i) At least 2 other contemporaneous transactions with third parties for similar
products and/or quantities will be used as comparison, wherever possible, to
determine if the price and terms offered by related parties are fair and
reasonable and comparable to those offered by other third parties for the same
or substantially similar type of products/services and/or quantities; or

(i)  If quotation or comparative pricing from third parties cannot be obtained, the
transaction price will be determined by our Group based on those offered by
other third parties for substantially similar type of transaction to ensure that the
recurrent related party transactions are not detrimental to us.

Our Board shall seek mandate from shareholders to enter into any recurrent related
party transactions at a general meeting. Due to its time-sensitive nature, the
shareholders” mandate will enable us to enter into such recurrent transactions which
are transacted in our ordinary course of business without having to convene numerous
general meetings to approve such recurrent transactions as and when they are entered
into.

Other related party transactions

(i)  Whether the terms of the related party transaction are fair and on arm’s length
basis to our Group and would apply on the same basis if the transaction did not
involve a related party;

(i)  The rationale for the Group to enter into the related party transaction and the
nature of alternative transactions, if any; and

(iii)  Whether the related party transaction would present a conflict of interest
between our Group and the related parties, taking into account the size of the
transaction and the nature of the related parties’ interest in the transaction.

Where required under the Listing Requirements, a related party transaction may require
prior approval of shareholders at a general meeting to be convened. An independent
adviser may be appointed to comment as to whether the related party transaction is
fair and reasonable so far as the shareholders are concerned; and whether the
transaction is to the detriment of minority shareholders. In such instances, the
independent adviser shall also advise minority shareholders on whether they should
vote in favour of the transaction.
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10.

RELATED PARTY TRANSACTIONS (Cont’d)

For related party transactions that require shareholders’ approval, the Directors, major
shareholders and/or persons connected with such Director or major shareholder, which have
any interest, direct or indirect, in the proposed related party transaction will abstain from
deliberating and voting in respect of their direct and/or indirect shareholdings. Where a person
connected with a Director or major shareholder has interest, direct or indirect, in any proposed
related party transactions, the Director or major shareholder concerned will also abstain from
deliberating and voting in respect of his direct and/or indirect shareholdings. The relevant
Directors who are deemed interested or conflicted in such transactions shall also abstain from
our Board deliberations and voting on the Board resolutions relating to these transactions.

In addition, to safeguard the interest of our Group and our minority shareholders, and to
mitigate any potential conflict of interest situation, our Audit and Risk Management Committee
will, amongst others, supervise and monitor any related party transaction and the terms
thereof and report to our Board for further action. If a member of our Audit and Risk
Management Committee has an interest in any related party transaction, he is to abstain from
participating in the review and approval process in relation to that transaction. Where
necessary, our Board would make appropriate disclosures in our annual report with regard to
any related party transaction entered into by us.

The rest of this page is intentionally left blank
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Registration No.: 200401023680 (662186-D)

10. RELATED PARTY TRANSACTIONS (Cont’d)

(b) Guarantees

MKHOP has provided a letter of guarantee and indemnity dated 18 August 2023 for the
following facilities extended by OCBC Al-Amin Bank Berhad to PT MKH:

Amount
Financial outstanding
institution Type of facility Facility limit as atLPD
USD’000 USD’000
OCBC Al-Amin Foreign Currency Revolving 5,000 -
Bank Berhad Credit Facility-i (FCRC-i)
Foreign  Currency  Term 9,500 -
Financing Facility-i 3 (FC
Term-i 3)

10.2.3 Financial assistance provided for the benefit of a related party
As at LPD, there is no financial assistance provided by us for the benefit of any related party.
10.2.4 Transactions entered into with M&A Securities

Save as disclosed below, we have not entered into any transactions with M&A Securities who
is our Adviser, Joint Placement Agent, Managing Underwriter and Joint Underwriter for our
Listing:

(@) Agreement dated 26 April 2022 between MKHOP and M&A Securities for the
appointment of M&A Securities as Adviser and Joint Placement Agent for our Listing;
and

(b)  Underwriting Agreement dated 21 February 2024 entered into between our Company
and our Joint Underwriters for the underwriting of 51,209,800 Issue Shares.

The rest of this page is intentionally left blank

271



Registration No.: 200401023680 (662186-D)

11. CONFLICT OF INTEREST

11.1 INTEREST IN SIMILAR BUSINESS AND IN BUSINESSES OF OUR CUSTOMERS AND
SUPPLIERS

11.1.1 Interest in similar business of our Group

Save as disclosed below, none of our Directors and substantial shareholders has any interest,
direct or indirect, in other businesses or corporations which are carrying on a similar trade as
our Group as at LPD:

(@) Tan Hoe Hing, our Independent Non-Executive Director, jointly owns 3 pieces of oil
palm lands (approximately 4 to 5 acres) in Teluk Intan, Perak with his brother. The FFB
are sold to a local collector who supplies to mills. He does not have any business
transaction with our Group; and

(b)  Yeo Kiat Seng, our Non-Independent Non-Executive Director, jointly owns a piece of
oil palm land (approximately 35 acres) in Kuala Krai, Kelantan with his brother. The
FFB are sold to local collector(s) who supplies to the mills. He does not have business
transaction with our Group.

Our Board is of the view that ownerships of the abovementioned Directors in the
abovementioned plantation land(s) does not give rise to a conflict of interest situation as (i)
the abovementioned Directors do not have business transactions with our Group; and (ii) the
abovementioned Directors are not actively involved in the day-to-day running of the business
of the abovementioned plantation land(s); and (iii) the scale of the plantation lands owned
by the abovementioned Directors amounting to an aggregate of 40 acres is relatively small
when compared to the size of our Group’s plantation estates have a total land area of 18,205.3
Ha (approximately 44,986 acres). Each of the abovementioned plantation lands have their
own separate management teams and are operated and managed independently on a day-
to-day basis by their respective management teams.

The business activities of the abovementioned plantation land(s) also do not compete with
our Group taking into consideration the size, scale and/or nature of the oil palm cultivation
and trading activities of the plantation land(s) as compared to the size, scale and/or nature
of the activities of oil palm cultivation and production and sale of CPO and PK of our Group.
Further, the abovementioned plantation land(s) are located in Malaysia and their business
activities are carried out locally, i.e. harvested and sold to local collectors who supply to mills,
as opposed to our Group’s business model which encompasses the cultivation of oil palm,
harvesting of FFB, and production of CPO and PK, with our principal markets being in
Indonesia and our principal products being mainly sold to customers in Indonesia.

Further, there were no transactions between the abovementioned plantation land(s) and our
Group during FYE 2020 to 2023 and up to LPD.

Taking into consideration the above and the abovementioned Directors’ non-executive role in
the abovementioned plantation land(s) as well as our Group, our Board is of the opinion that
involvement of the abovementioned Directors in the abovementioned plantation land(s) does
not give rise to any conflict of interest situation and will not affect their contribution to our
Group or negatively impact their abilities to act as an Independent Non-Executive Director or
Non-Independent Non-Executive Director of our Group.
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11.

CONFLICT OF INTEREST (Cont’d)

11.1.2

Interest in the business of our customers and suppliers

As at LPD, none of our Directors or substantial shareholders has any interest, direct or indirect,
in other businesses or corporations which are customers and/or suppliers of our Group.

It is our Director’s fiduciary duty to avoid conflict, and they are required to attend courses
which provide them guidelines on their fiduciary duties. In order to mitigate any possible
conflict of interest situation in the future, our Directors will declare to our Nominating
Committee and our Board their interests in other companies at the onset and as and when
there are changes in their respective interests in companies outside our Group. Our
Nominating Committee will then first evaluate if such Director’s involvement gives rise to an
actual or potential conflict of interest with our Group’s business after the disclosure provided
by such Director. After a determination has been made on whether there is an actual or
potential conflict of interest of a Director, our Nominating Committee will then:

(@) immediately inform our Audit and Risk Management Committee and Board of the
conflict of interest situation;

(b) after deliberation with our Audit and Risk Management Committee, to make
recommendations to our Board to direct the conflicted Director to:

(i)  withdraw from all his executive involvement in our Group in relation to the matter
that has given rise to the conflict of interest (in the case where the conflicted
Director is an Executive Director); and

(i)  abstain from all Board deliberation and voting in the matter that has given rise
to the conflict of interest.

In relation to (b)(ii) above, the conflicted Director and persons connected to him (if applicable)
shall be absent from any Board discussion relating to the recommendation of our Nominating
Committee and the conflicted Director and persons connected to him (if applicable) shall not
vote or in any way attempt to influence the discussion of, or voting on, the matter at issue.
The conflicted Director, may however at the request of the Chairman of our Board, be present
at our Board meeting to answer any questions.

In circumstances where a Director is determined to have a significant, ongoing and
irreconcilable conflict of interest with our Group, and where such conflict of interest
significantly impedes the Director’s ability to carry out his fiduciary responsibility to our Group,
our Nominating Committee may determine that a resignation of the conflicted Director from
our Board is appropriate and necessary.

Where there are related party transactions between our Group with our Directors (or person
connected to them) or companies in which our Directors (or person connected to them) have
an interest, our Audit and Risk Management Committee will, amongst others, supervise and
monitor such related party transaction and the terms thereof and report to our Board for
further action. Please refer to Section 10.1 for the procedures to be taken to ensure that
related party transactions (if any) are undertaken on arm’s length basis.

273



Registration No.: 200401023680 (662186-D)

11.

CONFLICT OF INTEREST (Cont’d)

11.1.3

11.1.4

Business independence

The principal business of our Group is in the upstream oil palm plantation industry. On the
other hand, the businesses of MKH and the other companies within its group (excluding our
Group) (“Pro forma MKH Group"”) comprises:

(@) property development and construction;

(b) hotel and property investment;

(c)  manufacturing of furniture; and

(d) trading of building materials and other household related products.

Upon completion of our Listing, the Pro forma MKH Group will not be carrying on a similar
trade as our Group or will be our customers or suppliers. The businesses of Pro forma MKH
Group and our Group would be able to operate independently from each other.

Premised on the foregoing, the diversified businesses of the Pro forma MKH Group do not
give rise to intra-group competition or conflict-of-interest situations with our Group, as the
Pro forma MKH Group is not involved in the oil palm plantation business nor does it have
customers or suppliers who are in the oil palm plantation business.

Operational independence

The operations of our Group are carried out independently from the Pro forma MKH Group
based on the following:

(@) Dato’ Lee Khee Meng, our Executive Director, is responsible for overseeing and
managing our Group’s overall plantation operations. He is supported by the other key
senior management who have extensive knowledge and experience in our Group’s
business and play a significant role in the day-to-day operations as well as the
implementation of our Group’s business strategies.

(b) we have our own IT, human resource and administration functions, which were set up
in April 2023, headed by Chen Wei Chyong, our Executive Director, where she is
supported by 42 personnel with respective functional expertise as at LPD. Our Group
had on 31 March 2023 terminated the management services agreement entered into
with MKH Resources for the provision of internal audit, human resources and
administration and IT to our Group. Please refer to Section 10.1 for further details on
the said management services agreement;

(c) we have our own finance and accounting team headed by Tan Soo Hoon, our Group
Financial Controller, where she is supported by 41 personnel with finance and
accounting expertise as at LPD;

(d) we are not dependent on the sales and purchases to/from the Pro forma MKH Group
as we have our own customer/supplier base. As at LPD, there is no common customer
and supplier between our Group and the Pro forma MKH Group; and

(e) we have set up an internal audit function in October 2023 to plan and execute the
annual audit plans as well as to provide assurance that our business and operations
are carried out in accordance with our Group’s relevant policies and procedures as set
out in Section 6.12.

Premised on the above, there is no overlap in terms of operations, including purchases and

sales of goods, management, management policies and finance, and our Group is able to
continue to operate our business independently of the Pro forma MKH Group after our Listing.
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11.

CONFLICT OF INTEREST (Cont’d)

11.2

DECLARATIONS OF CONFLICT OF INTEREST BY OUR ADVISERS

(a)

(b)

MR&A Securities has given its written confirmation that, as at the date of this Prospectus,
there is no existing or potential conflict of interest in its capacity as Adviser, Managing
Underwriter, Joint Underwriter and Joint Placement Agent for our Listing;

Kenanga IB and/or its related and associated companies ("KIBB Group”) form a
diversified financial group and are engaged in a wide range of transactions relating to
amongst others, investment banking, private banking, brokerage, securities trading,
asset and funds management and credit transaction services businesses. KIBB Group’s
securities business is primarily in the areas of securities underwriting, trading and
brokerage activities, foreign exchange, commodities and derivatives trade.

In the ordinary course of their businesses, any member of KIBB Group may at any time
extend services to any company as well as hold long or short positions, and trade or
otherwise effect transactions, for its own account or the account of its other clients, in
debt or equity securities or senior loans of any company. Accordingly, there may be
situations where parts of KIBB Group and/or its clients now have or in the future, may
have interests or take actions that may conflict with the interests of MKHOP and/or its
subsidiaries.

As at LPD, KIBB Group has extended loan facilities with a combined limit of RM61.0
million to the Promoters. Kenanga IB is of the opinion that the loan facilities do not
give rise to a conflict of interest situation in its capacity as the Joint Underwriter and
Joint Placement Agent for our Listing due to the following reasons:

(i)  theloan facilities were provided by KIBB Group in its ordinary course of business,
and the said loan facilities are not material when compared to the audited NA of
KIBB Group as at 31 December 2022 of approximately RM1.02 billion;

(i)  KIBB Group forms a diversified financial group and is engaged in a wide range
of transactions as highlighted above. Kenanga IB is a licensed investment bank
and its appointment as the Joint Underwriter and Joint Placement Agent for our
Listing is in the ordinary course of business; and

(iii)  each of the entities and departments of KIBB Group are also subject to internal
control and checks, which regulate the sharing of information between entities
and departments. Additionally, each department and entities within KIBB Group
has separate and distinct operations and decisions are monitored and reviewed
by independent parties and committees. In addition, the conduct of Kenanga IB
is strictly regulated by the Financial Services Act 2013 and the CMSA.

Kenanga IB has given its written confirmation that, as at the date of this Prospectus,

there is no existing or potential conflict of interest in its capacity as the Joint
Underwriter and Joint Placement Agent for our Listing;

275



Registration No.: 200401023680 (662186-D)

11.

CONFLICT OF INTEREST (Cont’d)

()

(d)

(e)

AmInvestment Bank is a wholly-owned subsidiary of AMMB Holdings Berhad. AMMB
Holdings Berhad and its group of companies (collectively, *"AmBank Group”) form a
diversified financial group and are engaged in a wide range of transactions relating to
amongst others, investment banking, commercial banking, private banking, brokerage,
securities trading, asset and funds management and credit transaction services
businesses. AmBank Group’s securities business is primarily in the areas of securities
underwriting, trading and brokerage activities, foreign exchange, commodities and
derivatives trade.

In the ordinary course of their businesses, any member of the AmBank Group may at
any time extend services to any company as well as hold long or short positions, and
trade or otherwise effect transactions, for its own account or the account of its other
clients, in debt or equity securities or senior loans of any company. Accordingly, there
may be situations where parts of the AmBank Group and/or its clients now have or in
the future, may have interests or take actions that may conflict with the interests of
MKHOP Group.

As at LPD, the AmBank Group has extended loan facilities with a combined limit of
RM22.6 million to the Promoters. AmInvestment Bank is of the opinion that the loan
facilities do not give rise to a conflict of interest situation in its capacity as the Joint
Placement Agent for our Listing due to the following reasons:

(i)  the loan facilities were provided by AmBank Group in its ordinary course of
business, and the said loan facilities are not material when compared to the
audited NA of AmBank Group as at 31 March 2023 of approximately RM18.1
billion;

(i AmBank Group forms a diversified financial group and is engaged in a wide range
of transactions as highlighted above. AmInvestment Bank is a licensed
investment bank and its appointment as the Joint Placement Agent for our Listing
is in the ordinary course of business;

(i)  the loan facilities and repayment of the aforementioned credit facilities was not
determined in contemplation of and not conditional upon AmInvestment Bank
being appointed as the Joint Placement Agent for our Listing; and

(iv) each of the entities and departments of the AmBank Group are also subject to
internal control and checks, which regulate the sharing of information between
entities and departments. Additionally, each department and entities within
AmBank Group has separate and distinct operations and decisions are made
independent of each other. In addition, the conduct of AmInvestment Bank is
regulated by BNM.

Amlnvestment Bank has given its written confirmation that, as at the date of this
Prospectus, there is no existing or potential conflict of interest in its capacity as Joint
Placement Agent for our Listing;

Cheang & Ariff has given its written confirmation that, as at the date of this Prospectus,
there is no existing or potential conflict of interest in its capacity as Solicitors for our
Listing in respect of Malaysian law;

Ali Budiardjo, Nugroho, Reksodiputro has given its written confirmation that, as at the

date of this Prospectus, there is no existing or potential conflict of interest in its
capacity as Solicitors for our Listing in respect of Indonesian law;
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(f)  Deloitte PLT has given its written confirmation that, as at the date of this Prospectus,
there is no existing or potential conflict of interest in its capacity as Auditors and
Reporting Accountants for our Listing;

(g9) Smith Zander has given its written confirmation that, as at the date of this Prospectus,
there is no existing or potential conflict of interest in its capacity as IMR for our Listing;
and

(h) C H Williams Talhar & Wong (Sabah) Sdn Bhd has given its written confirmation that,
as at the date of this Prospectus, there is no existing or potential conflict of interest in
its capacity as Independent Valuer for our Listing.

The rest of this page is intentionally left blank
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FINANCIAL INFORMATION

12.1

12.1.1

HISTORICAL FINANCIAL INFORMATION

The selected financial information included in this Prospectus is not intended to predict our
Group's financial position, results and cash flows.

Our Company was incorporated on 10 August 2004 as an investment holding company, and
we entered into the conditional share sale agreements pursuant to the Acquisition of PT MKH
and Acquisition of PT SPS on 29 March 2023 and completed on 20 December 2023. PT MKH
and PT SPS have been under the common control of our Promoters throughout FYE 2020 to
2023 and are regarded as continuing entities. As such, the historical financial information of
our Group for FYE 2020 to 2023 is presented based on the audited combined financial
statements of our Group. Our historical financial information for FYE 2020 to 2023 has been
prepared in accordance with MFRS and IFRS.

Combined statements of comprehensive income

The following table sets out a summary of our combined statements of comprehensive income
for FYE 2020 to 2023, which have been extracted from the Accountants’ Report as set out in
Section 13. It should be read with the "Management’s Discussion and Analysis of Results of
Operations and Financial Condition" and Accountants’ Report set out in Sections 12.2 and 13,
respectively.

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM'000 RM'000 RM'000 RM’000

Revenue 282,324 306,611 315,817 337,981
Cost of sales (182,791)  (166,237) (185,948) (246,005
GP 99,533 140,374 129,869 91,976
Other income 9,355 18,082 6,490 7,948
Administrative expenses (34,042) (37,175) (39,243) (38,736)
Sales and marketing expenses (11,871) (9,263) (10,844) (12,244)
Other expenses (22,764) (2,122) (6,948) (2,813)
Profit from operations 40,211 109,896 79,324 46,131
Finance costs (12,605) (7,869) (5,840) (4,832)
PBT 27,606 102,027 73,484 41,299
Tax expense (8,916) (24,575) (13,346) (10,045)
PAT 18,690 77,452 60,138 31,254

Other comprehensive income for
the year

Items that will not be reclassified to
profit or loss subsequently:

Remeasurement gains/(losses) on (145) 3,189 1,357 (272)
defined benefit plans

Income tax relating to components of 394 (958) (512) 61
other comprehensive
(losses)/income

Revaluation surplus of building 2,838 - - -

Income tax relating to surplus arising (448) - - -

from revaluation of buildings
Item that may be reclassified to profit

or loss subsequently:

Foreign currency translation (5,231) 6,914 8,594 1,956
differences

Total comprehensive income for 16,098 86,597 69,577 32,999

the financial year

278



Registration No.: 200401023680 (662186-D)

12. FINANCIAL INFORMATION (Cont'd)

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’'000 RM’'000 RM’'000 RM’000

PAT for the financial year

attributable to:
Owner of the parent 17,797 72,217 55,547 30,413
Non-controlling interests() 893 5,235 4,591 841

18,690 77,452 60,138 31,254

Total comprehensive income for
the financial year attributable

to:
Owner of the parent 15,126 81,024 64,547 32,125
Non-controlling interests(®) 972 5,573 5,030 874
16,098 86,597 69,577 32,999
EBIT® 39,668 109,220 78,669 45,299
EBITDA® 69,996 140,292 109,666 78,932
GP margin (%)® 35.3 45.8 41.1 27.2
PBT margin (%)® 9.8 33.3 23.3 12.2
PAT margin (%)™ 6.6 25.3 19.0 9.2
Effective tax rate (%)® 32.3 24.1 18.2 24.3
Basic EPS (sen)® 2.3 9.6 7.5 3.9
Diluted EPS (sen)™® 1.8 7.6 5.9 3.1
Notes:

) The non-controlling interests comprise (i) 25.0% of the equity interests in PT SPS, and
(ii) 5.7% of the equity interests in PT MKH, which are computed based on the existing
group structure of MKHOP as the acquisition of 100.0% equity interests in PT SPS and
5.7% equity interests in PT MKH will be completed subsequently to FYE 2023.

@ EBIT and EBITDA are computed as follows:

Audited

FYE 2020 FYE 2021 FYE 2022 FYE 2023

RM’'000 RM’'000 RM’'000 RM’'000

PAT 18,690 77,452 60,138 31,254
Less:

Interest income (543) (676) (655) (832)
Add:

Finance costs 12,605 7,869 5,840 4,832

Tax expense 8,916 24,575 13,346 10,045

EBIT 39,668 109,220 78,669 45,299
Add:

Depreciation and
amortisation 30,328 31,072 30,997 33,633
EBITDA 69,996 140,292 109,666 78,932

() GP margin is computed based on GP over revenue.

) PBT and PAT margin is computed based on PBT and PAT divided by revenue,
respectively.

®) Effective tax rate is computed based on tax expenses divided by PBT.

®) Basic EPS is computed based on PAT divided by share capital of 803,590,845 Shares
after Pre-IPO Reorganisation and before our IPO.

™) The diluted EPS is computed based on the PAT divided by enlarged share capital of
1,023,590,845 Shares in issue after our IPO.
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12.1.2 Combined statements of financial position

The following table sets out the combined statements of financial position of our Group as at
30 September 2020, 2021, 2022 and 2023, which have been extracted from the Accountants’
Report. It should be read with the "Management’s Discussion and Analysis of Results of
Operations and Financial Condition" and Accountants’ Report set out in Sections 12.2 and 13,

respectively.
Audited
As at 30 September
2020 2021 2022 2023

RM'000 RM’000 RM’000 RM’'000
ASSETS
Non-current assets
Property, plant and equipment 325,380 320,711 317,111 312,099
Prepaid lease payments 20,878 20,342 19,933 19,024
Goodwill on consolidation 4,901 5,147 5,340 6,077
Receivables, deposits and prepayments(!) 1,999 2,187 1,391 1,823
Investment in former subsidiaries * * 50 -
Total non-current assets 353,158 348,387 343,825 339,023
Current assets
Inventories 30,062 44,975 67,714 40,817
Biological assets® 4,233 6,177 5,917 6,231
Receivables, deposits and prepayment 36,173 22,898 15,395 22,853
Current tax assets 6,353 - 3,910 8,837
Cash and bank balances 36,250 57,465 42,014 73,896
Total current assets 113,071 131,515 134,950 152,634
TOTAL ASSETS 466,229 479,902 478,775 491,657
EQUITY AND LIABILITIES
Capital and reserves
Share capital 112,595 112,595 112,595 82,595
Reserves 9,514 90,538 155,085 217,210
Equity attributable to the owner of the parent 122,109 203,133 267,680 299,805
Non-controlling interests 2,667 8,239 13,269 14,144
Total equity 124,776 211,372 280,949 313,949
Non-current liabilities
Provisions® 16,655 15,211 15,706 18,784
Payables and accruals 62,457 59,517 31,327 3,422
Loan and borrowings 54,451 22,269 2,317 -
Deferred tax liabilities 7,235 9,726 5,802 3,486
Hire purchase liabilities - - - 457
Total non-current liabilities 140,798 106,723 55,152 26,149
Current liabilities
Payables and accruals 123,777 98,936 142,664 149,080
Loan and borrowings 76,769 46,499 - 2,360
Hire purchase liabilities - - - 119
Current tax liabilities 109 16,372 10 -
Total current liabilities 200,655 161,807 142,674 151,559
Total liabilities 341,453 268,530 197,826 177,708
TOTAL EQUITY AND LIABILITIES 466,229 479,902 478,775 491,657
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Notes:

*

1)

(2

(3

Representing less than RM1,000.

The breakdown of receivables, deposits and prepayments classified as non-current
assets are as follows:

Audited
As at 30 September
2020 2021 2022 2023
RM’'000 RM’'000 RM’'000 RM’'000
Other receivable® 1,035 1,087 12 11
Prepayment® 964 1,100 1,379 1,812
1,999 2,187 1,391 1,823

(@) Other receivable represents amounts due from the Plasma Farmers from
Indonesia arising from the costs of development of the plantations for small
landholders. In accordance with the Indonesian Government policy, our
subsidiaries, PT MKH and PT SPS, assume the responsibilities for developing
plantations for Plasma Farmers in addition to their own plantation. The said
subsidiaries are also required to provide training and supervise the Plasma
Farmers and purchase the FFB from the Plasma Farmers at the prices determined
by the Indonesian Government. The amounts are unsecured, interest-free, have
no fixed term in repayment and are to be settled not within one year. The
amounts owing will be repaid progressively via offset partially against the
purchase of FFB from the Plasma Farmers.

(b) Comprise prepayment for seedlings cultivation in the nursery located in the
plantation estates for about 9 to 12 months before they are ready to be
transplanted to our plantation estates or sold to small local planters under the
Plasma Programme. It will be charged to the profit or loss when plantation
estates allocate the seedlings to the fields.

The biological assets of our Group comprise FFB prior to harvest. Management has
considered FFB less than 15 days before harvesting in calculating fair value. FFB more
than 15 days before harvesting are excluded from the valuation as their fair values are
considered negligible. The fair value measurement of the biological assets is valued
using the present value of net cash flows expected to be generated from the sales of
FFB, adjusted for estimated oil content of unharvested FFB, less harvesting, transport
and other costs to sell.

Provisions comprise post-employment benefit obligations. Our Indonesia subsidiaries
operate unfunded defined benefit schemes, as required under the Labour Law of the
Republic of Indonesia. The defined benefit obligation expenses were determined based
on actuarial valuations prepared by an independent actuary using the projected unit
credit method.
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12.1.3 Combined statements of cash flows

The following table sets out the combined statements of cash flows of our Group for FYE 2020
to 2023, which have been extracted from the Accountants’ Report as set out in Section 13. It
should be read with the "Management's Discussion and Analysis of Results of Operations and

Financial Condition" and Accountants' Report set out in Sections 12.2 and 13, respectively.

Cash flow from operating activities

PBT

Adjustments for:

Depreciation of property, plant and equipment

Interest expenses on:

- loans and borrowings

- hire purchase liabilities

- amount due to a related company

Impairment loss on investment in subsidiary

Gain on disposal of subsidiary

Provision for post-employment benefit obligations

Property, plant and equipment written off

Changes in fair values of biological assets

Amortisation of prepaid lease payments

Inventories written off

Unrealised loss/(gain) on foreign exchange - net

Interest income

Bad debts written off

Operating profit before changes in working
capital

(Increase)/decrease in inventories

(Decrease)/increase in receivables, deposits and
prepayments

Increase/(decrease) in payables and accruals

Cash generated from operations

Interests received

Interests paid

Tax paid

Tax refunded

Retirement benefit obligation paid

Net cash from operating activities

Cash flow used in investing activities
Acquisition of property, plant and equipment
Repayment from/(advance to) a subsidiary
Acquisition of a subsidiary

Subscription of shares in subsidiaries
Proceed from disposal of subsidiaries

Net cash used in investing activities

Cash flow used in financing activities
Repayment of term loans

Drawdown of term loans

Repayment of revolving credits

Payment of hire-purchase liabilities

Advances from/(repayment to) related companies

282

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’'000 RM’'000 RM'000 RM'000
27,606 102,027 73,484 41,299
29,605 30,345 30,440 32,725
7,201 3,201 1,243 200
- - - 21
5,404 4,668 4,597 4,611
1,222 - 3,191 -
- - - (2,854)
3,711 2,064 3,163 4,416
306 234 580 60
913 (1,637) 577 (288)
723 727 557 908
4 1 1 -
13,879 (7,785) (4,491) 535
(543) (676) (655) (832)
251 94 - -
90,282 133,263 112,687 80,801
(7,944) (14,913) (22,740) 26,896
(3,740) 13,254 5,501 (11,059)
12,293 (23,844) 16,906 (22,207)
90,891 107,760 112,354 74,431
543 676 655 832
(12,773) (7,902) (5,840) (4,832)
(5,894) (9,347) (39,547) (17,258)
5,222 8,712 - -
(746) (1,515) (1,979) (1,833)
77,243 98,384 65,643 51,340
(9,239) (10,048) (16,112) (27,844)
44 (264) 2,800 3,169
- - (3,241) -
- - - 2,904
(9,195) (10,312) (16,553) (21,771)
(82,273) (58,602) (36,526) -
28,354 14,359 2,259 -
(13,402) (21,523) (32,784) -
- - - (89)
2,436 (1,907) 1,115 -
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Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’'000 RM’000 RM’'000 RM’'000
Deposits and bank balances released/(pledged) (313) 2,405 10,260 -
as securities
Drawdown of revolving credits 6,261 - - -
Net cash used in financing activities (58,937) (65,268) (55,676) (89)
Net increase/(decrease) in cash and cash 9,111 22,804 (6,586) 29,480
equivalents
Effect of exchange rate changes on the balance (4,012) 815 1,395 2,402
of cash held in foreign currencies
Cash and cash equivalents at beginning of 18,487 23,586 47,205 42,014
financial year
Cash and cash equivalents at end of 23,586 47,205 42,014 73,896
financial year®
Notes:
* Representing less than RM1,000.
() Cash and cash equivalents included in the statements of cash flows comprise the
following amounts:
Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’000 RM’000 RM’000 RM’'000
Cash and bank balances 36,250 57,465 42,014 73,896
Less: Deposits pledged for (12,664) (10,260) - -
credit facilities
23,586 47,205 42,014 73,896
12.2 MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTS OF OPERATIONS AND
FINANCIAL CONDITION
The following discussion and segmental analysis of our combined financial statements for FYE
2020 to 2023 should be read with the Accountants’ Report included in Section 13.
12.2.1 Overview of our operations

(a) Principal activities

We are an upstream oil palm plantation group and our operations are based in East
Kalimantan, Indonesia. Through our subsidiaries, we are principally involved in:

(i)  cultivation of oil palm; and

(i) production and sale of CPO and PK.

As at LPD, our Group owns 2 oil palm plantation estates, 1 palm oil mill and 1 jetty
located in East Kalimantan, Indonesia. The harvested FFB in our plantation estates are
sent to our palm oil mill for the production of CPO and extraction of PK for onward
sales to our customers.
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(b)

()

For further details, please refer to Section 7.2 for our Group’s detailed business
overview.

During FYE 2020 and FYE 2021, our Group was carrying out the business of building
materials trading in Malaysia together with another subsidiary under MKH, namely MKH
Building Materials Sdn Bhd. Subsequently, in FYE 2021, our Group ceased carrying out
the building materials trading business since 1 January 2021 for the preparation of our
Listing.

Since the cessation of trading of building materials business of our Group effective from
1 January 2021, our Group has been solely focusing on the cultivation of oil palms and
production of CPO and PK in Indonesia.

Revenue

Our revenue comprises the sale of CPO and PK under the plantation segment and the
trading of building materials.

Revenue from the sale of CPO and PK and the trading of building materials is measured
at the fair value of the consideration received or receivable, net of returns and
allowances, trade discounts and volume rebates. Our Group entered into contracts with
customers to supply goods. Revenue is recognised upon delivery and issuance of
invoices to customers.

Revenue is recognised at a point in time when control of the goods underlying the
performance obligation is transferred to the buyers. No allocation of the transaction
price is required to performance obligation as each contract consists of one
performance obligation only.

Cost of sales

Our Group’s cost of sales comprises 4 components, i.e. cultivation costs, harvesting
costs, mill and production costs and costs for trading.

(i) Cultivation costs

Cultivation costs comprise mainly manuring, depreciation, labour-related costs
and repair and maintenance.

(i) Harvesting costs
Harvesting costs comprise mainly labour-related costs and transportation costs.
(iii) Mill and production costs

Mill and production costs comprise mainly raw materials costs, movements in
inventories, depreciation, labour-related costs and repair and maintenance costs.

(iv) Costs for trading

Costs for trading represent the cost of goods sold for CPO and PK trading and
building materials trading.
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(d)

(e)

()

(9)

(h)

(i)

6))

Other income

Other income comprises mainly unrealised and realised gain on foreign exchange, the
income from the sale of FFB during maintenance of our palm oil mill, sale of sludge oil,
and the gain on changes in the fair value of biological assets.

Administrative expenses

Administrative expenses comprise mainly staff costs, management fees, CSR expenses,
depreciation for property, plant and equipment, professional fees, medical expenses
and employees’ benefit obligations.

Sales and marketing expenses

Sales and marketing expenses comprise mainly transportation costs and jetty costs.
Other expenses

Other expenses comprise mainly unrealised and realised loss on foreign exchange,
value-added tax expenses, the loss on changes in the fair value of biological assets and
amortisation of prepaid lease payments.

Finance costs

Finance costs comprise interests on term loans, revolving credits and the amount due
to a related company.

Recent developments

Save as disclosed below, there were no other significant events subsequent to our
audited combined financial statements for FYE 2023:

(i)  the Share Split as detailed in Section 6.2.1 was completed on 29 November 2023;

(i)  the Acquisition of PT MKH as detailed in Section 6.2.2 was completed on 20
December 2023;

(iii)  the Acquisition of PT SPS as detailed in Section 6.2.3 was completed on 20
December 2023;

(iv) the acquisition of 1 ordinary share in Hala Maju by MKHOP was completed on 29
December 2023. Thereafter, on 17 January 2024, MKHOP has transferred 1
ordinary share it owns in both PT MKH and PT SPS to Hala Maju to facilitate the
Acquisition of PT MKH and Acquisition of PT SPS; and

(v) the Capitalisation as detailed in Section 6.2.4 was completed on 11 January 2024.

Exceptional and extraordinary items

There were no exceptional or extraordinary items for FYE 2020 to 2023. In addition,

our audited combined financial statements for FYE 2020 to 2023 were not subject to
any audit qualifications.
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Registration No.: 200401023680 (662186-D)

12. FINANCIAL INFORMATION (Cont'd)

(h) PBT and PBT margin

Audited
FYE 2020 FYE 2021  FYE 2022  FYE 2023
PBT (RM'000) 27,606 102,027 73,484 41,299
PBT margin (%) 9.8 33.3 23.3 12.2
PAT (RM'000) 18,690 77,452 60,138 31,254
PAT margin (%) 6.6 25.3 19.0 9.2

Comparison between FYE 2020 and FYE 2021

We recorded an increase in PBT of RM74.4 million or 269.6% for FYE 2021. Our PBT
margin improved from 9.8% in FYE 2020 to 33.3% in FYE 2021. The improvement was
mainly attributable to higher GP and GP margin for FYE 2021 as explained in Section
12.2.2(b), and a gain on foreign exchange of RM10.9 million in FYE 2021 compared to
a loss on foreign exchange of RM17.2 million in FYE 2020.

Correspondingly, we recorded an increase in PAT of RM58.8 million or 314.4% for FYE
2021 and our PAT margin improved from 6.6% in FYE 2020 to 25.3% in FYE 2021. The
improvement was mainly attributable to higher PBT and PBT margin for FYE 2021, as
explained above and higher tax expenses, as explained in Section 12.2.2(i) below.

Comparison between FYE 2021 and FYE 2022

We recorded a decrease in PBT of RM28.5 million or 28.0% for FYE 2022. Our PBT
margin decreased from 33.3% in FYE 2021 to 23.3% in FYE 2022. Such decline was
mainly attributable to the following:

Q)] lower GP and GP margin recorded for FYE 2022, as explained in Section
12.2.2(b);

(i)  the decrease in net gain on foreign exchange of RM7.0 million in FYE 2022;

(iii)  an impairment loss on investment in a former subsidiary, PT NMJ, of RM3.2
million;

(iv) the increase in professional fees of RM2.9 million, primarily due to professional

fees and the related expenses incurred for our IPO of RM2.5 million; and

(v)  our Group recorded a loss on fair value of biological assets of RM0.6 million for
FYE 2022.

Our PAT decreased by RM17.3 million or 22.4% for FYE 2022 and our PAT margin
decreased from 25.3% in FYE 2021 to 19.03% in FYE 2022. Such decline was mainly
attributable to lower PBT and PBT margin for FYE 2022, as explained above and lower
tax expenses, as explained in Section 12.2.2(i) below.
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Registration No.: 200401023680 (662186-D)

12. FINANCIAL INFORMATION (Cont'd)

We recorded lower PAT for the second half of FYE 2022, which decreased by RM52.7
million to RM3.7 million as compared to the first half of FYE 2022 of RM56.4 million,
and our PAT margin decreased from 33.4% in the first half of FYE 2022 declined to
2.5% in the second half of FYE 2022, primarily due to the following:

(i) lower GP and GP margin recorded for the second half of FYE 2022, as explained
in Section 12.2.2(b);

(ii)  our Group recorded a loss on fair value of biological assets of RM4.6 million in
the second half of FYE 2022 (first half of FYE 2022: gain on fair value of biological
assets of RM4.1 million).The said loss on changes in fair value of biological assets
of RM4.6 million was mainly due to the lower estimated FFB prices being used
in the measurement of biological assets at the end of FYE 2022 as compared to
the first half of FYE 2022. The decrease in the estimated FFB prices were in
tandem with the decline in the global prices of CPO;

(iii)  the increase in net gain on foreign exchange by RM3.6 million to RM3.8 million
for the second half of FYE 2022 (first half of FYE 2022: RM0.2 million). The net
gain on foreign exchange for the second half of FYE 2022 was mainly in relation
to loans from Metro Kajang (Oversea) and MKH Plantation of RM110.3 million as
of 30 September 2022 as a result of the strengthening of IDR against RM at the
end of FYE 2022 as compared to FYE 2021;

(iv) an impairment loss on investment in a former subsidiary, PT NMJ, of RM3.2
million was made in the second half of FYE 2022;

(v) professional fees and the related expenses incurred for our IPO of RM2.5 million
incurred in the second half of FYE 2022;

(vi) management fees increased by RM2.8 million to RM4.6 million in the second half
of FYE 2022 (first half of FYE 2022: RM1.8 million), mainly due to the
management fees for the second quarter of FYE 2022 being recognised upon
finalisation of the billable amount in April 2022; and

(vii) lower tax expenses for the second half of FYE 2022 due to lower PBT recorded
for the said period.

Comparison between FYE 2022 and FYE 2023

We recorded a decrease in PBT of RM32.2 million or 43.8% for FYE 2023. Our PBT
margin decreased from 23.3% in FYE 2022 to 12.2% in FYE 2023. Such decline was
mainly attributable to the lower GP and GP margin recorded for FYE 2023, as explained
in Section 12.2.2(b), which was partially narrowed by the absence of the one-off
impairment loss on investment in subsidiary for FYE 2023 (FYE 2022: RM3.2 million)
and one-off gain on disposal of former subsidiaries, PT NMJ and Restu Mesra, of RM2.9
million for FYE 2023 (FYE 2022: RM Nil).

Our PAT decreased by RM28.9 million or 48.0% for FYE 2023 and our PAT margin
decreased from 19.0% in FYE 2022 to 9.2% in FYE 2023. Such decline was mainly
attributable to lower PBT and PBT margin for FYE 2023, as explained above and
partially offset by the lower tax expenses, as explained in Section 12.2.2(i) below.
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12. FINANCIAL INFORMATION (Cont'd)

()

Tax expense

Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
Tax expense (RM’'000) 8,916 24,575 13,346 10,045
Statutory tax rate (%)
- Malaysia 24.0 24.0 24.0 24.0
- Indonesia® 25.0 22.0 22.0 22.0
Effective tax rate (%)@ 32.3 24.1 18.2 24.3

Notes:

) The statutory tax rate of 25.0% for FYE 2020 and 22.0% for FYE 2021, 2022
and 2023 represents the Indonesian national statutory tax rate for companies
incorporated in Indonesia.

@ Our effective tax rate is computed based on our total tax expense over our PBT.
As the respective companies within our Group are subjected to the statutory tax
rate of the respective jurisdictions, the effective tax rate of our Group will be
affected by the statutory tax rates of the respective jurisdictions.

We are subject to income tax at the applicable statutory tax rates in Malaysia and
Indonesia, where we have foreign subsidiaries. We assume responsibility for
withholding tax on payments to our service providers who are not residents in the
relevant country where the services are rendered. We remit such withheld tax to the
relevant tax authorities.

Comparison between FYE 2020 and FYE 2021

Our tax expenses increased by RM15.7 million or 176.4% to RM24.6 million for FYE
2021 (FYE 2020: RM8.9 million), mainly attributable to higher PBT recorded for FYE
2021. Our effective tax rate of 24.1% for FYE 2021 was consistent with statutory tax
rate of 24.0%.

We recorded higher effective tax rate of 32.3% for FYE 2020, mainly due to non-
deductible expenses of RM13.0 million, being largely in relation to an impairment loss
on investment in a former subsidiary, CSR expenses and unrealised loss on foreign
exchange and restriction on interest being tax deductible, based on prevailing
regulations, for PT SPS.

Comparison between FYE 2021 and FYE 2022

Our tax expenses decreased by RM11.3 million or 45.9% to RM13.3 million for FYE
2022 (FYE 2021: RM24.6 million), mainly attributable to lower PBT recorded for FYE
2022.

Our effective tax rate of 18.2% for FYE 2022 was lower than the statutory tax rate,
mainly attributable to the following:

(i)  the realisation of the deferred tax asset of RM4.2 million from unused tax losses
of PT SPS, which were not recognised in prior financial years as it was uncertain
that PT SPS would realise a higher taxable profit for which PT SPS can utilise
against its unused tax losses; and

(i)  our Indonesian subsidiaries were subject to a lower statutory tax rate of 22.0%.
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The abovementioned were partially offset by the following:

(i)  there were non-deductible expenses of RM8.8 million, which mainly comprises
CSR expenses, an impairment loss on investment in a former subsidiary,
professional fees for our IPO, and disallowed staff welfare; and

(i)  there was an underprovision of deferred tax in prior financial years of RM3.8
million arising from the property, plant and equipment.

Comparison between FYE 2022 and FYE 2023

Our tax expenses decreased by RM3.3 million or 24.8% to RM10.0 million for FYE 2023
(FYE 2022: RM13.3 million), mainly attributable to lower PBT recorded for FYE 2023.

Our effective tax rate of 24.3% for FYE 2023 was fairly consistent with statutory tax
rate of 24.0%.

Other tax related information

On 4 January 2021, our subsidiary, namely PT MKH received a Notice of Tax Overpaid
Assessment from the Indonesia’s Director General of Tax ("DGT”) amounting to
IDR29,816 million (equivalent to RM8.7 million) for the year of assessment 2019.

On 1 April 2021, PT MKH filed an objection letter in reply to the above Notice of Tax
Overpaid Assessment, as our management are of the opinion that, PT MKH should have
a tax refund amounting to IDR35,281 million (equivalent to RM10.3 million). DGT has
restricted the claim on the management fee incurred by PT MKH amounted to
IDR21,855 million (equivalent to RM6.4 million) where the excess tax payment of
IDR5,464 million (equivalent to RM1.6 million) shall not be refunded. Such restriction
from DGT arose as DGT is of the view that no economic benefits have actually been
provided pursuant to the management services that are in accordance with the needs

of PT MKH.
RM’000
Tax refund based on Notice of Tax Ovepaid Assessment from the 8,677
DGT for year of assessment 2019
Tax refund based on our management’s computation 10,267
Shortfall of tax refund (1)(1,590)
Note:

) The shortfall of tax refund of RM1.6 million was derived based on the
management fee incurred by PT MKH for FYE 2019 amounted to IDR21,855
million (equivalent to RM6.4 million) and the statutory tax rate for year of
assessment 2019 of 25.0%, of which our management is of the opinion that PT
MKH'’s total tax refund should be RM10.3 million instead of RM8.7 million.

On 24 December 2021, the objection letter has been rejected by the tax appeal office
in Balikpapan, Indonesia.

On 18 March 2022, PT MKH filed an appeal to the tax court in Jakarta, Indonesia. On
24 August 2022, PT MKH received a notice of tax hearing from Jakarta’s tax court to
attend the said appeal on 7 September 2022. The Jakarta’s tax court had requested PT
MKH to provide additional analysis and a summary report for the tax assessment during
the tax hearings on 7 September 2022, 5 October 2022, 9 November 2022, 7 December
2022, 25 January 2023, 22 February 2023, 29 March 2023 and 17 May 2023. As at
LPD, the Jakarta’s tax court has yet to make a conclusion on our appeal to the
aforementioned.
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In the event that PT MKH is unable to defend the tax appeal, the pro forma impact to
our Group’s financial performance for FYE 2023 is as follows:

Statutory tax rate for Potential tax
Management fee year of assessment 2019 expenses
RM'000 (%) RM'000
6,360 25.0 11,590
As a % of PAT for FYE 2023 5.1%
As a % of NA as at 30 September 2023 0.5%
Note:
O The potential tax expenses of RM1.6 million will be charged to profit or loss for

the financial year under review in the event that PT MKH is unable to defend
the tax appeal. However, there is no probability of cash outflow by PT MKH
pursuant to the tax appeal as there was an overpayment of RM1.6 million in
tax expenses by PT MKH which were recognised as tax assets in the financial
statements of PT MKH. Hence, with the overpaid taxes, our Group is not
potentially liable in anyway whatsoever, to make any further tax payments to
DGT.

Based on consultation with the local tax experts, our Board is of the opinion that PT
MKH has a valid defence against DGT’s assessment on the grounds that PT MKH does
not have any experts who have skills and experience in the field of oil palm plantation
and mill operations at that point in time, and therefore it was deemed necessary for
PT MKH to outsource the management services function to MKH Resources Sdn Bhd.
These are the grounds for PT MKH's appeal to the tax court in Jakarta, Indonesia.
Hence, PT MKH has not made any adjustment in respect of the tax assessment in the
financial statements of PT MKH. The potential tax expenses of RM1.6 million was not
recognised as contingent liabilities as there is no probability of cash outflow by PT MKH
pursuant to the tax appeal as there was an excess of tax payment of RM1.6 million for
the year of assessment 2019, of which the excess tax payment is a refundable tax
payment subject to the outcome of the tax appeal, as explained in Note (1) above. For
avoidance of doubt, the relevant key management personnel with expertise have now
been appointed in our Group. Accordingly, PT MKH has not made any adjustments in
respect of the tax assessment in the combined financial statements of our Group and
PT MKH.

The rest of this page is intentionally left blank
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12.2.3 Review of financial position

(a) Assets

Audited
As at 30 September
2020 2021 2022 2023
RM’'000 RM’000 RM’000 RM’'000
Non-current assets
Property, plant and equipment 325,380 320,711 317,111 312,099
Prepaid lease payment 20,878 20,342 19,933 19,024
Goodwill on consolidation 4,901 5,147 5,340 6,077
Investment in former * * 50 -
subsidiaries
Receivables, deposits and 1,999 2,187 1,391 1,823
prepayments
Total non-current assets 353,158 348,387 343,825 339,023
Current assets
Inventories 30,062 44,975 67,714 40,817
Biological assets 4,233 6,177 5,917 6,231
Receivables, deposits and 36,173 22,898 15,395 22,853
prepayment
Current tax assets 6,353 - 3,910 8,837
Cash and bank balances 36,250 57,465 42,014 73,896
Total current assets 113,071 131,515 134,950 152,634
Total assets 466,229 479,902 478,775 491,657

Notes:

*x

1)

Representing less than RM1,000.

The breakdown of receivables, deposits and prepayments classified as non-

current assets are as follows:

Audited
As at 30 September

2020 2021 2022 2023

RM’'000 RM’'000 RM’'000 RM'000

Other receivable® 1,035 1,087 12 11
Prepayment(® 964 1,100 1,379 1,812
1,999 2,187 1,391 1,823

(@)  Other receivable represents amounts due from the Plasma Farmers from

Indonesia arising from the development costs of the plantations for small
landholders. In accordance with the Indonesian Government policy, our
subsidiaries, PT MKH and PT SPS, assume the responsibilities for
developing plantations for Plasma Farmers in addition to their own
plantation. The said subsidiaries are also required to provide training and
supervise the Plasma Farmers and purchase the FFB from the Plasma
Farmers at the prices determined by the Indonesian Government. The
amounts are unsecured, interest-free, have no fixed term in repayment
and are to be settled not within one year. The amounts owing will be
repaid progressively via offset partially against the purchase of FFB from
the Plasma Farmers.
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(b) Comprise prepayment for seedlings cultivation in the nursery located in
the plantation estates for about 9 to 12 months before they are ready to
be transplanted to our plantation estates or sold to small local planters
under the Plasma Programme. It will be charged to profit or loss when
plantation estates allocate the seedlings to the fields.

Comparison between 30 September 2020 and 30 September 2021

Our total assets increased by RM13.7 million or 2.9% to RM479.9 million as at 30
September 2021 (as at 30 September 2020: RM466.2 million).

Our non-current assets decreased by RM4.7 million, mainly attributable to our property,
plant and equipment decreased by RM4.7 million. Such a decrease was a result of (i)
depreciation charges of RM30.3 million; (ii) upward effect from changes in the
exchange rate of RM15.8 million; and (iii) the purchase of property, plant and
equipment of RM10.1 million which primarily comprises plant and machinery of RM3.5
million and construction of plantation infrastructure and immature plantation area of
RM5.9 million during FYE 2021.

The increase in current assets of RM18.4 million was mainly attributable to the net
effects of the following:

(i)  increase in cash and bank balances of RM21.2 million, mainly due to improved
internally generated funds from our business operations;

(i)  the increase in inventories of RM14.9 million, mainly due to accumulation of
plantation consumables such as spare parts to avoid a shortage resulting from
the interruption of the global supply chain due to the COVID-19 pandemic and
for stockpiling for immediate repair as the delivery of spare parts might take
more than 6 months, and increased CPO inventories resulting from higher fair
value of CPO and closing inventory which increased by 2,808MT of which
2,500MT of CPO was subsequently contracted and delivered in October, which
supposed to be contracted in September 2021;

(iii)  the increase in biological assets of RM1.9 million, mainly due to the rise in its fair
value, which is measured using the present value of net cash flows expected to
be generated from the sales of FFB, adjusted for estimated oil content of
unharvested FFB, less harvesting, transport and other costs to sell;

(iv) the decrease in receivables, deposits and prepayment of RM13.3 million, mainly
due to the net effects of the following:

(aa) the decrease in trade receivables of RM14.9 million, mainly contributed by
no outstanding trade receivables from the trading segment following the
cessation of our building materials trading business effective from 1
January 2021;
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(v)

(bb)

(co)

(dd)

the decrease in other receivables of RM4.0 million, mainly contributed by
the value-added input taxes available to offset against future value-added
output taxes declined by RM1.4 million, resulting from lower CPO sold to
customers from the free tax zone. In addition, advances to the Plasma
Farmers to develop plantations for the Plasma Farmers decreased by
RM2.8 million;

deposits increased by RM4.3 million, mainly contributed by the deposit of
RM2.7 million paid to secure the supply of fertiliser, and a deposit of RM1.2
million paid to secure the purchase of plant and machinery for the usage
of our estate and spare parts to avoid shortage of supplies resulting from
interruption of COVID-19 pandemic;

prepayments increased by RM1.1 million, mainly contributed by the
expenses incurred for our IPO of RM1.2 million, which were still on-going
as of 30 September 2021; and

the decrease in current tax assets of RM6.4 million, mainly due to the lower tax
estimation for the year of assessment 2021.

Comparison between 30 September 2021 and 30 September 2022

Our total assets decreased by RM1.1 million or 0.2% to RM478.8 million as at 30
September 2022 (as at 30 September 2021: RM479.9 million).

Our non-current assets decreased by RM4.6 million, mainly attributable to the
following:

(i)

(i)

the decrease in property, plant and equipment of RM3.6 million, primarily due to
(i) depreciation charges of RM30.4 million; (ii) upward effect from changes in
the exchange rate of RM11.3 million; and (iii) the purchase of property, plant
and equipment of RM16.1 million, which comprised mainly plant and machinery
of RM8.7 million, construction of plantation infrastructure and immature
plantation area of RM3.9 million, furniture, fittings and office equipment of RM1.9
million and motor vehicles of RM1.6 million;

the lower receivables, deposits and prepayments of RM0.8 million, mainly
attributable to the net effect of the following:

(aa)

(bb)

decrease in the amount due from the Plasma Farmers to develop
plantations for the Plasma Farmers of RM1.1 million, mainly due to the
reclassification of the amount due for payment within 1 year from non-
current assets to current assets following the commencement of the
harvesting period of the Plasma Farmers’ plantations; and

increase in prepayment of RM0.3 million for seedlings cultivation in the
nursery located in the plantation estates for about 9 to 12 months before
they are ready to be transplanted to our plantation estates or sold to small
local planters under the Plasma Programme.
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The increase in current assets of RM3.4 million, mainly attributable to the net effect of
the following:

(i)

(it)

inventories increased by RM22.7 million, mainly due to the increase in fertiliser
by RM8.1 million primarily resulting from (a) the higher inventory levels for urea
and rock phosphate, which were received in September 2022 to avoid the supply
shortage of fertiliser; (b) fertiliser costs increased by RM501 per MT from
RM1,420 per MT for FYE 2021 to RM1,920 per MT for FYE 2022, resulting from
the shortage of supply due to the conflict between Russia and Ukraine; and (c)
the increase in CPO and PK inventories by RM12.4 million was primarily due to
higher volume for CPO and PK of 3,192MT and 940MT respectively as at 30
September 2022, of which 3,000MT of CPO with 90.0% downpayment duly paid
was only collected by the customer on 5 October 2022 and the 1,200MT of PK
which were contracted in the last quarter of FYE 2022 was only collected by the
customer in November 2022 as the customer’s PK crushing plant was under
major maintenance in the last quarter of 2022; and

the current tax assets increased by RM3.9 million, mainly due to the higher tax
estimation for year of assessment 2022.

The above increases were partially offset by the following decreases:

0

(if)

The decrease in cash and bank balances of RM15.5 million was mainly due to
(a) the net repayments of term loans of RM34.2 million, revolving credits of
RM32.8 million and the related interests of RM5.8 million during FYE 2022; and
(b) the tax payments of RM39.5 million for (b)(i) the final tax assessment for
FYE 2021 of RM18.2 million upon finalisation during FYE 2022; and (b)(ii)
estimated tax instalments of RM21.3 million paid for FYE 2022. Such payments
were offset by the internally generated funds from our business operations;

the decrease in receivables, deposits and prepayment of RM7.5 million, mainly
due to the following:

(aa) the decrease in trade receivables of RM2.2 million was primarily
attributable to lower sales from the plantation segment in the last quarter
of FYE 2022;

(bb) the decrease in the amount owing from a former subsidiary, PT NMJ, of
RM2.8 million was attributable to repayment during FYE 2022; and

(cc) deposits decreased by RM2.7 million, mainly attributable to less deposits
paid to secure fertiliser supply.

Comparison between 30 September 2022 and 30 September 2023

Our total assets increased by RM12.9 million or 2.7% to RM491.7 million as at 30
September 2023 (as at 30 September 2022: RM478.8 million). Such an increase was
mainly attributable to the increase in current assets by RM17.7 million, which was offset
by the decrease in non-current assets of RM4.8 million.

The increase in current assets of RM17.7 million was mainly attributable to the net
effects of the following:

0)

the increase in cash and bank balances of RM31.9 million, which derived primarily
from the internally generated funds from our business operations;
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(i)  the increase in receivables, deposits and prepayment of RM7.5 million was
mainly due to the net effects of the following:

(aa) the increase in other receivables of RM7.8 million, mainly contributed by
the value-added input taxes available to offset against future value-added
output taxes increased by RM8.6 million, resulting from higher CPO sold
to customers from the free tax zone. The amount will be claimable after
FYE 2023. Such increase was partially offset by the decrease in receivables
from employees of RM0.8 million, mainly due to repayment by employees
via monthly salary deductions;

(bb) the decrease in the amount owing from a former subsidiary, PT NMJ, of
RM3.2 million was attributable to repayment received during FYE 2023;

(cc) the increase in prepayments of RM1.8 million was mainly due to our
prepaid IPO expenses incurred during FYE 2023;

(dd) the increase in trade receivables of RMO0.8 million was primarily
attributable to higher sales made towards the last quarter of FYE 2023 as
compared to the last quarter of FYE 2022; and

(iii)  the current tax assets increased by RM4.9 million, mainly due to the higher tax
estimation for the year of assessment 2023 following higher profit in FYE 2022.

The above increases were partially offset by the decrease in inventories by RM26.9
million, mainly due to the net effects of the following:

(i)  the decrease in CPO and PK inventories of RM13.9 million, primarily due to the
customer’s late collection of 3,000MT of CPO with 90.0% downpayment duly
paid as at 30 September 2022, which were subsequently collected by the
customer on 5 October 2022, as well as the 1,200MT of PK which were
contracted in the last quarter of FYE 2022, which were only collected by the
customer in November 2022 and recognised as revenue during FYE 2023;

(ii)  the decrease in fertiliser of RM13.9 million was primarily due to more fertiliser
applied for FYE 2023 as there was heavy rainfall from the La Nina phenomenon
in FYE 2022, which was less suitable to apply fertiliser; and

(iii)  the increase in plantation consumables of RM0.9 million was primarily due to
increase in purchases of spare part for mill repair and maintenance for machinery.

Our non-current assets decreased by RM4.8 million, mainly attributable to the decrease
in property, plant and equipment of RM5.0 million, primarily due to (i) depreciation
charges of RM32.7 million; (ii) the downward effect from changes in the exchange rate
of RM0.7 million; and (iii) the purchase of property, plant and equipment of RM28.5
million, which comprised mainly plant and machinery of RM7.4 million, construction of
buildings, plant and machinery of RM16.5 million, furniture, fittings and office
equipment of RM0.9 million and motor vehicles of RM3.7 million.
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(b) Liabilities

Audited
As at 30 September
2020 2021 2022 2023

RM’'000 RM’'000 RM’'000 RM’000

Non-current liabilities

Provisions 16,655 15,211 15,706 18,784
Payables and accruals 62,457 59,517 31,327 3,422
Loan and borrowings 54,451 22,269 2,317 -
Deferred tax liabilities 7,235 9,726 5,802 3,486
Hire purchase liabilities - - - 457
Total non-current liabilities 140,798 106,723 55,152 26,149
Current liabilities

Payables and accruals 123,777 98,936 142,664 149,080
Loan and borrowings 76,769 46,499 - 2,360
Hire purchase liabilities - - - 119
Current tax liabilities 109 16,372 10 -
Total current liabilities 200,655 161,807 142,674 151,559
Total liabilities 341,453 268,530 197,826 177,708

Comparison between 30 September 2020 and 30 September 2021

Our total liabilities decreased by RM73.0 million or 21.4% to RM268.5 million as at 30
September 2021 (as at 30 September 2020: RM341.5 million), mainly attributable to
the decrease in loans and borrowings of RM62.5 million due to the repayment of term
loans of RM58.6 million and revolving credits of RM21.5 million, after netting the
drawdown of term loans of RM14.4 million for our Group’s working capital purposes.

The above decrease was also contributed by lower payables and accruals of RM27.8
million, mainly attributable to the net effects of the following:

(i) net repayments to related companies of RM20.0 million;

(i)  decrease in trade payables of RM12.6 million and the amount due to MKH
Building Materials Sdn Bhd, a related company (trade-in nature) of RM1.4 million,
both were mainly due to lower outstanding balances arising from the purchase
of building materials for our trading business as our Group had ceased the
building materials trading business effective from 1 January 2021;

(iii)  increase in accruals of RM4.4 million, mainly due to the increase in accrued
salaries by RM1.0 million, and the accrued CSR payable to Plasma Farmers; and

(iv) other payables increased by RM2.0 million, mainly due to the higher amounts
owing to spare parts suppliers for the powered wheelbarrow and farm ATV in
which the goods were received but pending receiving invoices.

The abovementioned decreases were partially offset by the increase in current tax

liabilities of RM16.3 million, mainly due to the higher tax expenses resulting from higher
profits recorded for FYE 2021.
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Comparison between 30 September 2021 and 30 September 2022

Our total liabilities decreased by RM70.7 million or 26.3% to RM197.8 million as at 30
September 2022 (as at 30 September 2021: RM268.5 million), mainly attributable to
the decrease in loans and borrowings of RM66.5 million due to the repayment of term
loans of RM36.5 million and revolving credits of RM32.8 million, after netting the
drawdown of term loans of RM2.3 million for working capital purposes.

In addition, such a decrease was also contributed by the current tax liabilities
decreased by RM16.4 million, mainly attributable to final tax assessment for FYE 2021
of RM18.2 million being paid upon finalisation during FYE 2022, amounting to RM18.2
million.

The abovementioned decreases were partially offset by the increase in payables and
accruals of RM15.5 million, mainly attributable to the net effects of the following:

Q)] net repayments to Metro Kajang (Oversea) of RM3.4 million;

(i)  increase in trade payables of RM3.9 million due to higher amounts owing to
fertiliser suppliers for the plantation consumables accumulated in September
2022 to avoid the supply shortage of fertiliser resulting from the conflict between
Russia and Ukraine;

(iii)  the increase in downpayment from our CPO and PK customers of RM11.4 million
was mainly in relation to a 90.0% downpayment by a customer for 3,000MT CPO
that subsequently collected by the customer on 5 October 2022; and

(iv) increase in other payables of RM4.2 million due to (a) overpayment from a CPO
customer of RM3.1 million, which was subsequently refunded to the said
customer on 25 October 2022; and (b) higher amount owing to suppliers for
diesel and petrol received before 30 September 2022.

Comparison between 30 September 2022 and 30 September 2023

Our total liabilities decreased by RM20.1 million or 10.2% to RM177.7 million as at 30
September 2023 (as at 30 September 2022: RM197.8 million), mainly attributable to
the following:

(i)  the decrease in payables and accruals of RM21.5 million was primarily due to the
net effects of the following:

(aa) the decrease in trade payables of RM9.3 million was mainly due to the
lower purchase of fertilisers towards the end of FYE 2023 as compared to
FYE 2022;

(bb) the decrease in downpayment from our CPO and PK customers of RM6.2
million was mainly due to a deposit of RM9.2 million received in September
2022 for sales secured in September 2022 that were subsequently
delivered and recognised as revenue in FYE 2023, and the said decrease
was partially narrowed by a deposit of RM3.9 million received for 1,500MT
CPO that were subsequently collected by the customer on 13 October
2023;

(cc) the decrease in other payables of RM6.1 million was mainly due to the
refund of RM3.1 million to a CPO customer who overpaid in FYE 2022 and
payment to spare parts and construction suppliers carried from FYE 2022;

(dd) net repayments to MKH Resources of RM5.5 million;
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(ee) net interest payables to Metro Kajang (Oversea) of RM2.1 million;

(ff)  theincrease in accruals of RM3.2 million was mainly due to higher accrued
CSR payable to Plasma Farmers and higher purchase of FFB from Plasma
Farmers towards the end of FYE 2023 as compared to FYE 2022 as a result
of the higher FFB produced; and

(ii)  the decrease in deferred tax liabilities of RM2.3 million was mainly due to the
decline in taxable temporary difference arising from the realisation of the fair
value of opening inventory in FYE 2023.

The above decreases were partially offset by the following:

Q)] increase in provisions of RM3.1 million was mainly due to higher provision for
employment benefits obligations for FYE 2023, primarily due to increase in staff
headcount to 3,647 as of 30 September 2023 as compared to 3,310 as of 30
September 2022; and

(i)  the hire purchase liabilities of RM0.6 million were related to the additional two
units of motor vehicles acquired under hire purchase arrangements during FYE
2023.

12.2.4 Review of cash flows

The table below sets out the summary of our historical audited combined statements of cash
flows for FYE 2020 to 2023.

Our cash and cash equivalents are primarily held in IDR and some in USD and RM. Where
cash is held in foreign currencies, there may be an exchange rate fluctuation effect on the

cash held.
Audited
FYE 2020 FYE 2021 FYE 2022 FYE 2023
RM’000 RM’000 RM’000 RM’000
Net cash from operating activities 77,243 98,384 65,643 51,340
Net cash used in investing activities (9,195) (10,312) (16,553) (21,771)
Net cash used in financing activities (58,937) (65,268) (55,676) (89)
Net increase/(decrease) in cash and 9,111 22,804 (6,586) 29,480
cash equivalents
Cash and cash equivalents at the 18,487 23,586 47,205 42,014
beginning of the financial year
Effect of exchange rate changes on (4,012) 815 1,395 2,402
the balance of cash held in foreign
currencies

Cash and cash equivalents at the 23,586 47,205 42,014 73,896
end of the financial year

Cash and cash equivalents at
the end of the financial year
comprise:
Cash and bank balances 36,250 57,465 42,014 73,896
Less: Deposits and bank balances (12,664) (10,260) - -
pledged with financial institutions for
credit facilities

23,586 47,205 42,014 73,896
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FYE 2020
Net cash for operating activities

Our Group recorded a net cash inflow from operating activities of RM77.2 million. We collected
RM277.1 million, mainly attributable from the following:

(@) collections of RM262.6 million from our customers;
(b) fixed deposit interests of RM0.5 million;

(c) refund of income tax of RM5.2 million from Indonesia’s Directorate General of Taxes;
and

(d)  other income of RM8.8 million mainly from selling sludge oil and FFB.

The above collections were partially offset by cash payments of RM199.9 million in respect of
the following:

(@) payments of RM105.3 million to our suppliers;

(b) payments for staff and labour-related costs and other operating expenses of RM55.5
million and RM19.7 million respectively;

(c) interests paid for term loans of RM5.0 million, revolving credits of RM2.4 million and
amount due to Metro Kajang (Oversea) of RM5.4 million;

(d) payment of income tax of RM5.9 million paid to Indonesia’s Directorate General of
Taxes; and

(e) retirement benefit obligation paid to retired employees of RM0.7 million.
Net cash for investing activities

Our Group recorded a net cash outflow of RM9.2 million from investing activities, mainly
attributable to the cash payments for the construction of plantation infrastructure, which
comprised mainly staff quarters; and immature plantation area, which comprised the costs
of developing and maintaining the new planting area and will be subsequently reclassified to
bearer plants once it is matured, all of which amounts to RM4.7 million, the purchase of plant
and machinery of RM4.2 million which are mainly for the estate cultivation and mill production
and the purchase of furniture fittings and office equipment of RM0.3 million.

Net cash for financing activities

Our Group recorded a net cash outflow of RM58.9 million from financing activities, mainly
attributable to:

(@) drawdowns of term loans of RM28.4 million and revolving credits of RM6.3 million,
bearing lower interest rates to refinance our existing term loans and revolving credits
and for working capital purposes;

(b) additional deposits and bank balances pledged as securities for term loans of RM0.3
million;

(c) repayments of term loans of RM82.3 million and revolving credits of RM13.4 million;
and
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(d) Loan received from Metro Kajang (Oversea) of RM2.4 million for the purchase of
powered wheelbarrow and farm ATV.

FYE 2021
Net cash for operating activities

Our Group recorded a net cash inflow from operating activities of RM98.4 million. We collected
RM335.5 million, mainly attributable from the following:

(@) collections of RM321.2 million from our customers;
(b) fixed deposit interests of RM0.7 million;

(c) refund of income tax of RM8.7 million from Indonesia’s Directorate General of Taxes,
resulting from tax overpaid in FYE 2019 due to higher tax estimation for the year of
assessment 2019; and

(d) other income of RM4.9 million, mainly from the selling sludge oil and FFB.

The above collections were partially offset by cash payments of RM237.1 million in respect of
the following:

(@) payments of RM135.6 million to our suppliers;

(b) payments for staff and labour-related costs and other operating expenses of RM59.9
million and RM22.9 million respectively;

(c) interests paid for term loans of RM2.2 million, revolving credits of RM1.0 million and
amount due to Metro Kajang (Oversea) of RM4.7 million;

(d) payments of income tax of RM9.3 million paid to Indonesia’s Directorate General of
Taxes; and

(e) retirement benefit obligation paid to the retired employees of RM1.5 million.
Net cash for investing activities

Our Group recorded a net cash outflow of RM10.3 million from investing activities, mainly
attributable to the cash payment for the construction of plantation infrastructure, which
comprised primarily staff quarters and immature plantation area of RM5.8 million, which
included the costs of developing and maintaining the new planting area and will be
subsequently reclassified to bearer plants once it is matured and the purchase of plant and
machinery of RM3.5 million, furniture, fittings and office equipment of RM0.5 million and
motor vehicles and plantation infrastructure of RM0.2 million. In addition, there was an
advance to a former subsidiary, PT NMJ, of RM0.3 million for its administrative expenses, such
as staff costs and professional fees.
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Net cash for financing activities

Our Group recorded a net cash outflow of RM65.3 million from financing activities, mainly
attributable to the following:

(@) drawdowns of term loans of RM14.4 million for working capital purposes;
(b) deposits and bank balances released as securities for term loans of RM2.4 million;

(c) repayments of term loans of RM58.6 million and revolving credits of RM21.5 million;
and

(d) repayment of loan from Metro Kajang (Oversea) of RM1.9 million.
FYE 2022
Net cash for operating activities

Our Group recorded a net cash inflow from operating activities of RM65.6 million. We collected
RM331.4 million mainly from the following:

(@) collection of RM329.4 million from our customers;
(b) fixed deposit interests of RM0.7 million; and

(c) other income of RM1.3 million mainly from the selling of sludge oil, scrap and
management fees received from the Plasma Farmers for the services we rendered to
them, such as planting consultation and management services.

The above collections were partially offset by cash payments of RM265.8 million in respect of
the following:

(@) payments of RM124.3 million to our suppliers;

(b) payments for staff and labour-related costs and other operating expenses of RM70.5
million and RM23.7 million respectively;

(c) interests paid for term loans of RM0.5 million, revolving credits of RM0.7 million and
amount due to Metro Kajang (Oversea) of RM4.6 million;

(d) payments of income tax of RM39.5 million to Indonesia’s Directorate General of Taxes;
and

(e) retirement benefit obligation paid to the retired employees of RM2.0 million.
Net cash for investing activities

Our Group recorded a net cash outflow of RM16.6 million from investing activities, mainly
attributable to the cash payment for the construction of plantation infrastructure, which
comprised primarily staff quarters and immature plantation area of RM3.9 million, which
comprised the costs of developing and maintaining the new planting area and will be
subsequently reclassified to bearer plants once it is matured, the purchase of plant and
machinery of RM8.7 million, furniture, fittings and office equipment of RM1.9 million and
motor vehicles of RM1.6 mill