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The Appendices are split into four parts for easy transmission, namely:

Appendix | Details

Partl | A Sime Darby Berhad Plantation Statistic as at 30 June 2010
(listed in Bursa Malaysia Securities Berhad)
B Extract of MASB letter to IASB dated 29 January 2010 on
Fair Value Measurement Guidance
C lllustrative Examples
Part2 | D Survey of IAS 41 Agriculture
E Analysis of fair value changes vis-a-vis profit before
tax
F Extract of Audit Report
Part3 | G Extract of Annual Reports
- R.E.A Holdings

- New Britain Palm Oil Limited

- MP Evans Group

- SA SIPEF NV

- Wilmar International

- Seeka Kiwifruit Industries Limited
- Foster’s Group Limited

Part4 |H AASB’s recommendation to IASB to improve paragraph 51
of IAS 41

I Marked up version of proposed amendments to IAS
41(prepared by MASB)
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Appendix D: Survey of IAS 41 Agriculture

Introduction

1.

Appendix D outlines the survey conducted and the results obtained. The survey was
conducted to complement our request to the International Accounting Standards Board
(IASB) to consider amending IAS 41 Agriculture.

In March and April 2010, we sent out questionnaires to plantation analysts. We also
requested the assistance of IASB staff to circulate the questionnaire to its Analysts
Representative Group. Each analyst was asked:

1) whether they find the fair value information reported in the balance sheet and
profit or loss useful or important in their analysis of financial statements of entities
engaged in agricultural activities;

2) whether their analysis of financial statements of entities engaged in agricultural
activities would be affected if the fair value information of biological assets are
disclosed in the notes to the financial statements rather than being reported in the
balance sheet and profit or loss; and

3) what other information would assist them in their analysis of financial statements
of entities engaged in agricultural activities.

Survey Results

4.

5.

A total of 8 analysts responded to our survey.

Below is a summary of analysts’ responses and comments with respect to Question 1.

Highly Useful | Indifferent | Not Total
useful useful
Is fair value information useful? | - 2 - 4 6

Analyst 1
(not useful)

It distorts the financial statements’ ability to reflect “true & fair” view”
of an agriculture company’s earnings. Fair value relies on
assumptions and companies use different assumptions making IAS
41 pointless.

Analyst 2
(not useful)

Fair valuation of biological assets creates lots of volatility in reported
earnings. From reporting fair value on a quarterly basis, some
corporate have decided to report fair value adjustment on yearly
basis. Fund managers and analysts are ignoring the yearly / quarterly
fair valuation adjustments and focus on their core earnings.

Analyst 4
(not useful)

We are focused on profitability and subsequent cash flows. Fair value
adjustments do not impact the cash.
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(not useful)

Analyst 5 The requirement ensures greater availability of information on the

(useful) company. The reporting of profits and losses in the P+L statement are
unhelpful as they distort the underlying numbers.

Analyst 6 We find that the inclusion of fair value information on biological assets

does not aid transparency and understanding, while the reporting of
changes in fair value of biological assets in profit and loss (income
statement) can have a significant distorting impact on the bottom line. As
a result, we tend to strip out the changes in fair value when analyzing
financial statements.

(not useful)

Analyst 7 Chiefly use fair value on balance sheet to adjust our price/book metrics.
(useful) Most valuation is based ... [on] cash flows.
Analyst 8 We are more cash flow focused. While the value of biological assets

valuation does take into account the future cash flow generation ability of
the underlying assets, our approach is to look at yearly cash flow
generation from these assets. For example, when we analyse financial
statements of Singapore listed palm oil plantation companies, we remove
the changes to earnings arising as a result of changes in the value of
bio-logical assets and focus on future yearly cash flow generation using
detailed forecasts made based on the evolution of plantation maturity
profile, production output, cost of production and our view on palm oil
prices.

Furthermore, one limitation of accounting for value of biological assets is
the very limited information disclosed on the underlying assumptions
driving this value. Without detailed information on these, the accounting
entries relating to the value of biological assets, in itself, are of little (or
no) use.

6. Below is a summary of analysts’ responses and comments with respect to Question 2.

Yes No Total

Is your analysis affected if fair value is reported in the notes 1 3 4
rather than in the balance sheet and profit or loss?

Analyst 1 No. For that to be useful, you must also disclose the age profile, area,
specific production yield, discount rate used, selling price assumed. Still
this is better than reporting it on the face of the P&L or BS.

Analyst 2 No. I think there is value for some disclosure.

Analyst 4 Yes. Would save us the time of stripping them out.

Page 3 of 8



Issues Paper on IAS 41 — submitted by AOSSG WG on Agriculture
August 2011
Appendices: Part 2 of 4

Appendix D: Survey of IAS 41 Agriculture

Analyst 5

No. | think it would be a more appropriate place to put the information.

Analyst 7

We would need to restate shareholders’ equity.

7. Below are other information that would assist analysts in their analysis of financial
statements of entities engaged in agricultural activities.

Analyst 1 | Forward sale % at a specific average price, deeper breakdown of age
profile especially for perennial crops, breakdown of major cost items,
average selling price for the fiscal quarter

Analyst 5 | Common standards on reporting key information such as: precise
definitions on land under production and yields.

8.  Other comments from analysts:

Analyst 1

Analysts always remove biological gains or losses when looking at
earnings and end-users do not look at fair value as:

a) itis not a cash item.

b) it makes earnings more volatile in both rising and falling price
environment.

c) not knowing what goes into the fair value computation, hence is of
no use when estimating true worth of an asset.

d) it can be used as an instrument for companies to raise or drop
reported earnings.

Analyst 2

Assumptions used in arriving at the fair values are not clearly spelt out.
Almost everyone has a different assumption in terms of CPO price
assumption — for current year, medium term and long term assumption.
This creates lots of subjectivity and “non-comparable” info among the
plantation companies. Also, discount rates and cash flow assumptions
should be clearly spelt out. CPO assumption used by independent
valuers changes too drastically, in reaction to the CPO price changes like
in 2008/09. To standardize CPO price assumption using guidelines on
medium-and-long term price assumption which in theory should not
change too much (and other assumptions).

Analyst 3

As regards all palm oil stocks, both analysts and investors look at results
excluding fair value adjustments. Fair values are very hard for analysts to
compute, and are based on so many estimates/assumptions that they do
not add value and are stripped out of calculations. Even for annual crops,
where the concept is potentially more useful, IAS 41 is generally ignored.
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Analyst 8 | As mentioned above, more disclosure on underlying assumptions. For
example, for a palm oil plantation company, evolution of the plantation
maturity profile, expected/ assumed yields, assumed price of output,
discount rate used on an yearly basis rather than one just block figure
representing the discounted value of all future net cash flows.

It is also useful, in my view, if a sensitivity analysis can also be provided
accompanying the value of biological assets. eg What does a change of,
say 10%, to the assumed selling price up or down would make to the
value of underlying biological assets etc.
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Analysis of fair value changes vis-a-vis profit before tax

Wilmar
Intermational

(listed in Singapore
Exchange Securities
Trading Limited)

Golden Agri-
Resources

(listed in Singapore
Exchange Securities
Trading Limited)

New Britain Palm QOil
Limited (listed on the
Port Moresby Stock
Exchange and London
Stock Exchange

(Main Market))

MP Evans Group plc
(listed on the
Alternative Investment
Market of the London
Stock Exchange)

SA SIPEF NV

(listed on Euronext
Brussels)

R.E.A. Holdings plc
(listed on the London
Stock Exchange (Main
Market))

Year end

Net gain / (loss)
from changes in

fair value of

biological assets

Profit before tax

(PBT)

X

y

% of ‘changesin x/y

fair value’on
PBT

PBT before

‘changes in fair

value’

Ratio of

‘changes in fair
value’on PBT
before fair value

changes

Biological assets

y—X=2

x/lz

31 December

2008 2009
US$'000 Us$'000
- 17,024
1,789,325 2,294,387
- 0.7%
1,789,325 2,277,363

palm plantations

31 December

31 December

2008 2009 2008 2009
US$'000 US$000 [USD’000 USD’000
1,457,197 302,912 (77,476) 114,771
1,947,060 593,146 28,805 200,069
75% 51% (269%) 57%
489,863 290,234 106,281 85,298
3 times 1.0times [0.7times 1.3times

31 December

2008 2009
Us$'000 Us$000
11,149 8,845
23,447 15,338
48% 58%
12,298 6,493
0.9times :il1.4times

31 December

31 December

2008 2009 2008 2009
KUSD KUSD US$'000 US$'000
7,288 8,763 (2,660) 9,765
82,559 82,562 36,309 41,717
9% 11% (7%) 23%
75,271 73,799 38,969 31,952
0.1times 0.1times [0.1times 0.3times

mature and immature oil

mature plantations,
immature plantations
and nurseries

oil palm trees, livestock
and growing cane

oil palm, beef-cattle,
rubber and
grain crops

oil palm, rubber,
tea and tropical fruits
and plants

oil palm planting
and nurseries
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Deloitte e

Batgun

Tl - W2800320 00
Fax + 220002007
waw o Te

SA Sipef NV

auditor’s report on the consolidated financial statements
for the year ended 31 December 2009 to the shareholders’ meeting

To the sharcholders

As roguired by law and the comgany's anticles of asseciation, we are pleased 1o report 10 ywou on the sndil sssignment
which you have careaed o @, Thas repon includes our opinioa oo the comsolidated finaacial statemmnts ogeithor with
the reganed sdditicaul comment.

Unqualified audit opinion on the consolidated financial statements with an emphasis of
matter paragraph

We have sudsed the accompanying consolbdalod finaacial ststements of SA Sgel NV (e company™) and ils
subsidiaries (oemtly “the group™). prepaned in accondance with Inscrnarions! Finansial Reporting Standands as adopeed
by the Faropean Union and with the legul asd regalacey requerements applicahle ia Belgium, These consolidied
Niancial staements comprise the consolidutod halance sheet us i 31 Docember 2004, the consolidated income
stmement. the consolidaed statement of comprebensive incoame. the comsolidated stalement of canges in cquaty and the
comsolidated cash flow staternent for the year taen ended, s well as the summacy of significam accounting policies asd
other explamatory noles, The camolidaied Ralance sheet shows odal assers of 323,739 (00) USD and the consolidised
income stalement shows & consoldated profic (group share) for the year then ended of 60,174 (000) USD.

The board of devctors of the company 1s respossihle for the preparation of e comsolxcdated Gnancial stacmwnis. This
respoasaility nclhades smong other thamgs: designing, implementing and saintsining isternad control rehevast 5o the
preparation and fair presentation of consuladaiod Gnancial stemenis thal s fros fom matered mssimement, whether
due 10 (raod or ereoe, seketing and apphyng approprise scoousting policies, und making accountiag estimates that are
rensonable s the clicumsaances.

Our responsibilaty is to express an opinicn e these consolsdated finaacial stemuns bused on our 2udis, We conducied
vur audst in accondance with legal roguirements wnd auditing standards spplicuble in Betgum, as ssued by the “Instiom
dis Réviseurs J Enrepeisca/Institaut van de Bodeglsrevisoren”. Thoee stundards require that we plan and perform the
wudin 1o obtaln reasonahle assurance whether the coasolidated financial statoments are free from material misskatement
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In sccordmce with these standasls, we have perfurmad procedures to obeain audit evidence about the amounts and
disclosures bn the consolidaed feancial statements. The procedures selecied depend an our judgment, iscludiag the
assessment of the risks of material misstatement of the coasolidased finaacial staements. whether due to fraed o error.
In making thase risk assessmonts, we have comsidered imernal control rekevam! 10 the group”s preparation and Fair
presentaekin of the consolidated Beancial statements in order 10 design aedit procedures that ane approgeiale in the
cacumstancee bul 2ot for the purposs of expressiog an opinion on the effectiveses of the group’s intertal costrol. We
have smssessd (he hasis of the secouing policies s, e repemsblensss of moouming sslimass made by the
cormguny and Ihe peeseatation of the consobdated financial simements, taken as & whole. Fisally, the board of direcions
and responsible officers of the company have replied 10 all our roguests for explanations and sformation. W beliowe
that the audit evidunce we have obtuned, provides § ressosable basis for our opinson

I our epesiva, the consolidated financial stasenaents give a wue aad faar view of the group’s financial position as of
31 Decomber 20N, sad of its resulis and its cash flows for the year then ended, in sconndance with Istersational
Fmancial Reporting Stamdards a5 adopied by the EU and wath 8w fogal and regulasary regquirements appiscahle in
Bulgium

Wighout prejudice 1 the ungualiffied apinion issued shove. we draw wicstsoa 1o the coasolidosed annual report. with regard
10 the valuation «f the bological assets, sefornmg 1 the Ba thar, hecause of the mherent uncertainty associabed with the
vabwation of the bivlogical assats dee 1o fw wolatility of the prices of the agriculturd produce and the swence of 1 liguid
magket. twir carvying value sy daffer from thew reaisable vilue,

Additional comment

The prepasstion asd the assesmest of (e inSoramie Ukl shoudd be included o the direstons” feport o the
womaolidaad lisncal satcments se the respansibility of the board of direcions,

Our respansibibity is s inchede in vur nport the folkowing sdditonsl comment which does ot change the soope of our
andit opinios om the vonsolidaled eancaal siatements:

o The directors” report an the consolidmed financal starements inclides the informatson required by law and is in
agreemess with the consodidated finaacisl stssemnnts. However, we are enable w0 expeess an opisica oa the
duscnption of the principal nss amd uncerizntics coafroating the group, of on the satus, future ¢volutxn, o
significont influence of cortain EBtors on ils fulure dovelopenent. We cam. auvertheless, confiem that the information
Zaven is oo in obwious cantradiction with any information cbeained in the context of our appaintment.

Dicgen. Febeuary 25, 2010
The statutory auditer
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