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Our vision is to be the leader in the natural rubber industry in meeting the United Nation's Sustainable Development Goals (SDGs) and
we outline our efforts and achievements in this report working towards this vision. We also detail developments and initiatives moving
into 2020 and beyond.

The report also contains our Environmental Social and Governance (ESG) material factors approved by the Board and describes
our commitment to investing in technology and innovation in our continued quest to fulfil our sustainability vision of measuring our
performance across the three pillars of People, Planet and Profit.

Please contact us at investor@halcyonagri.com for any questions or feedback.

»

¥ This report has been prepared in accordance with the GRI Standards: Core option,
fh‘ as well as with the Singapore Exchange’s (SGX) Sustainability Reporting Guide.
This report covers the financial year of 2019 (1t January to 31t December)
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Dear Shareholders,

Welcome to the 2019 Annual Report of Halcyon Agri Corporation Limited. Our theme this year is [aggregate], [innovate] and [sustain].
In selecting this narrative, we would like to showcase the journey that lies behind us, the present day challenges we face and the
possible solutions that we are working on.

Looking beyond our sector, there are many new and exciting business models that have successfully created value for customers and
producers alike. Our objective is the same: by leveraging our world-class asset base and our global reach, we aim to bring technology
into the natural rubber sector with the aim to enhance sustainability. We all need better outcomes: Farmers require reasonable and
less volatile prices, processors require incentives to modernise their factories, and consumers need product innovation and enhanced
supply chain transparency. Modern technology holds the key to a multilateral solution, and Halcyon Agri is uniquely positioned to
develop feasible solutions and drive their adoption in the sector.

My greetings and appreciation go to our workers and staff, to our customers and suppliers, to our bankers and investors. We are
united in our support for Halcyon Agri. | hope you enjoy this year’s report.

Liu Hongsheng
Chairman of the Board of Directors
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Headquartered in Singapore, we
have sales offices, warehouses,
terminals, laboratories, factories,
Globel Natural Rubber and plantations and a wide distribution

Latex Market Share network across the world
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All figures above based on Halcyon Agri’s analysis of sales and customer information and IRSG data
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GHIEF EXECUTIVE
OFFICER’S REVIEW

Dear Shareholders,

Building a natural rubber business requires a long-term view
and steadfast financial commitment. Our original supply is
field latex, harvested from rubber trees, and the final use is a
rubber product, be it a tyre, a glove, or a chew toy for your dog.

In between these end-points lies the lifecycle of natural rubber.
Halcyon Agri has developed an integrated supply chain that
covers all critical links: plantations, processing, warehouses,
latex tanks and testing laboratories.

Our mission, however, is not simply to aggregate. Halcyon
Agri has evolved from building a world-class asset base,
to disrupting the way natural rubber is graded and priced.
Technically Specified Rubber (“TSR") is a concept that is
outdated - in today’s world, the quality of natural rubber is not
exhaustively defined along six parameters. Our customers
know this, and so do we. Besides much more granular technical
parameters, producers of natural rubber must adhere to a
broader responsibility framework: the basic principle must be
to “do no harm”, and to sustain the individuals, the societies
and the ecosystems that produce this quintessential ingredient
to modern life.

“The basic principle must be to “do no
harm”, and to sustain the individuals,
the societies and the ecosystems that
produce this quintessential ingredient to
modern life.”

‘BEER BEXFERVNLERAR“FRE", #
SE5EEXRREFTLERBITALUR
HEXHEXMESRERUFTELR.”

In this report, | would like to review three important topics:
our asset base, our strategy to disrupt and innovate, and the
geopolitical relevance of the sector as a whole.

Part I: Our business model and the underlying asset base

In the 12 months ended 31t December 2019, Halcyon Agri’s
operating businesses sold 1,279,201 metric tonnes (“mT"), and
generated revenues of US$1.9 billion, Earnings before Interest,
Tax, Depreciation and Amortisation (“EBITDA”) of USS$71.7
million, Operating Profits of US$38.3 million and a Net Loss
attributable to the owners of the Company of US$1.6 million.

Halcyon Agri consists of two main operating businesses,
Halcyon Rubber Company Pte Ltd (“HRC”) and Corrie MacColl
Limited (“CMC"), as well as a nascent Digital Suite of rubber-
related investments and projects.

HRC houses our supply chain for tyre applications. This division
operates five geographical manufacturing platforms that
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operate 36 factories: 19 in Indonesia, five in Thailand, two in
Malaysia, two in Ivory Coast and eight in China. In 2019, HRC
supplied the global tyre industry with 946,067 mT of natural
rubber, which equates to a global market share of around 10%.
The business model here is to purchase raw material from
smallholder farmers, process it to HeveaPRO standard, and
then merchandise it to the global tyre industry. To turn a profit,
this midstream business must generate sufficient processing
margin in between smallholder raw material purchase plus
processing costs and associated overheads, and the finished
product.

HRC produced EBITDA of US$36.5 million, after adjusting for
one-off items, and required US$20.1 million in interest costs to
do so. A critical measure in analysing this business is the sum
of these two factors, which | refer to as ‘core operating profit’,
which stood at USS$16.4 million for 2019. Working backwards,
HRC generated USS17 per mT in core operating profit.

CMC caters to the global non-tyre and speciality-tyre market
segments and operates a wide storefront covering in-house
plantation rubber and concentrated latex as well as third party
natural and synthetic rubber, again in both dry and liquid forms.
CMC consists of two units: CMC plantations (“CMCP”), which
owns our vast plantation holdings in Cameroon (HeveCam and
Sudcam) and Malaysia (JFL), and CMC International (“CMCI"),
the origination and fulfilment platform.

CMCl typically carries the product all the way to the customers,
providing a full suite of logistics and technical services. The
business model is to buy-and-sell third party products with
a profit, thus supporting the financial cost of developing our
plantation assets. Once these are mature, our plantations
will provide meaningful volumes of product in replacement of
third party supplies, and will take the lead in profit generation
for CMC.

CMCl sold 358,951 mT in 2019 and generated EBITDA of US$12.1
million. Net of allocated interest costs of US$2.8 million, CMCI
generated a core operating profit of US$9.3 million.

CMCP produced 19,597 mT in FY2019, 40% of which was
harvested as concentrated latex, and generated US$12.5 million
in revenues. The current maturity profile of our plantations is
still unfavourable. We harvest circa 13,500 hectares, mainly in
HeveCam, out of a total planted area of circa 37,500 hectares
globally. The necessary plantation infrastructure at JFL and
SudCam has been almost fully developed, including a state-
of-the-art factory at SudCam, whereas neither estate has
commenced production to a meaningful degree. In 2019, due
to the circumstances outlined above, CMCP produced a core
operating loss of US$16.0 million, on an adjusted basis.

It is important to note that our basis of valuation for CMCP’s

plantation assets has changed in 2019. Up until last year, we
had to apply two diverging accounting treatments for our
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plantations in Malaysia and Cameroon. Due to the diverging
nature of the latex timber markets in these two countries, the
accounting standards deemed the former a “Biological Asset”,
the latter a “Bearer Plant”. While terms do not sound terribly
different, the implications are substantial: a Bearer Plant is
valued at Historical Cost less Accumulated Depreciation and
Accumulated Impairment, while a Biological Asset is carried
at Fair Value less Cost to Sell, which is to be measured by an
external valuer every year. In 2019, CMCP developed a business
plan to merchandise the harvested timber from our old trees
at HeveCam into sawn timber for the furniture and building
materials industries. This benefits us in two ways: Firstly, the
revenues of such timber are much higher than chipping the wood
for biomass energy. Secondly, we are now able to harmonise the
accounting treatment for our global plantation holdings under
the common Biological Asset valuation framework. The net
impact of this change for 2019 is an increase in carrying value
for our Cameroonian plantations of US$53.3 million, which has
been booked in our fourth-quarter income statement.

“The financial performance of an
established plantation business is
compelling, and there is no better time
to grow into increased output from
maturing trees than at the hottom of the
price cycle.”

“RIAGBAEE R SR SIS <
AR SR EIL T RBRIBE R T2
RARRTERTENEN”

Going forward, the economics of CMC will change. As the
planted areas come on-stream, the output of CMCP will grow
from current levels to 46,000 mT in 2025 and will plateau at
65,000 mT per annum from 2036 onwards. Once we past the
cash flow breakeven point in 2021, the annual increase in
output will drive down the unit costs of production. CMCP is
a fixed cost producer of natural rubber and latex, and as the
unit costs decrease, our profits per tonne increase. Factor in a
cyclical recovery of rubber prices and the upside profit potential
is virtually unlimited.

The following graphs show the development in EBITDA at
a blended price level of US$1,700, US$1,900, US$2,300 and
USS$3,000 per mT, as compared to 2019’s achieved sales price of
circa US$1,500 per mT. As you can see, the financial performance
of an established plantation business is compelling, and there
is no better time to grow into increased output from maturing
trees than at the bottom of the price cycle.

The natural rubber industry is more than 100 years old, and its
market place has not adapted to modern circumstances. The
pricing for this product is determined on futures markets in
China, Tokyo and Singapore, which increasingly represent the
views of macro and quant traders, and much less the domain-
specific knowledge of informed natural rubber market sellers
and buyers.
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Note: The data set out above are for illustration purposes only. It is
important to note that the above analysis is based on historical numbers,
and is not necessarily representative of future financial performance.

At the time of writing, global markets are subject to extreme
pressures, brought about by the fear about the Covid-19 virus
pandemic. Global financial and commodities markets have
become excessively volatile, with daily movements of 5% or
more. Natural rubber markets have long faced the same issue:
algorithms dominate, and trading frequency has accelerated
beyond the human capacity to make rational decisions.

In natural rubber, this is particularly damaging, for two reasons:

There is no substitute for natural rubber; it is the non-
substitutable natural ingredient in every tyre.

We rely on smallholder farmers to produce it, and their
cost of production reflects their cost of living, of survival.
They do not act rationally according to the definition of
Adam Smith: a subsistence farmer tends to produce more
when prices are low, and less when prices are high: his
daily income is price multiplied by volume. Low price, and
he needs to produce more; high price and he can afford
to work a little less. At current rubber futures market
levels, smallholders cannot afford to continue producing,
they are at risk. As they abandon this crop in search of
something else to plant or do, the supply of rubber is in
peril. Rubberwood has a substantial market value, and a
tree, once cut down, takes seven years to be replaced.
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Underlying these fundamental problems are bigger picture
issues, which have now brought non-governmental agencies
into our world. Externalities remain unpriced in the smallholder
model, as farmers technically do not pay for the land, and turn to
their governments in times of trouble. This leads to uncontrolled
deforestation when prices are high and to social distress when
they are low.

Halcyon Agri is a pioneer in looking for solutions to these
issues. To this end, we have formulated our Digital Suite, which
consists of three main pillars:

HeveaConnect (“HC")

A digital marketplace for natural rubber, which allows for
bilateral negotiations and trades between producers and
consumers for perfectly specified physical rubber. A joint
venture between Halcyon Agri, DBS Bank Ltd and ITOCHU
Corporation, HeveaConnect was successfully launched
in 2019 and has clocked trades worth more than US$150
million to date.

“HeveaConnectX A& EBFZHHIH
BEIL RIAMG B4 P 5 #03 ﬁﬁ%‘ﬁ'ﬂ EiRAE
YR A B = BT OA% FIFN 524

X%o 7

Halcyon Data Centre (“HDC")

Halcyon has engaged Siemens of Germany, a leading player
in the Industry 4.0 realm, to develop a cloud-based data
tool for TSR factories. Currently, on trial in Palembang,
the HDC solution enables the streamlining of operations,
optimisation of production efficiency, and represents a great
leap forward towards production transparency and data
transmission along the supply chain. The HDC system will
be rolled out across our Indonesian processing factories in
the course of 2020 and 2021.

HalcyonCoin

There are two plausible applications of distributed-ledger-
technology (“DLT”) in the natural rubber business: monetising
inventory, thus making it available to a broader investor
universe, and capturing supply chain data, such as carbon
sequestration or improvements in energy or effluent data.

Both cases serve as a way to mobilise additional funding
and capture incremental value for the up- and midstream of
the natural rubber industry. Halcyon Agri is developing the
HalcyonCoin concept with leading players in the Fintech
space and | am excited about the opportunities that lie
ahead.

These digital tools will work together: HC will help to discover
price premiums for rubber that meets increasingly higher
sustainability criteria, HDC will help factories to continuously
drive efficiency and improve their carbon footprint and
HalcyonCoin will offer incremental value and liquidity to
responsible producers and farmers.
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Part lll: The Belt and Road Initiative and geopolitical
considerations

“ch Elf i “— i — B (RN A A2 o, AR
MR SR B T EATEI B BB A R L
K,

In last years’ message to shareholders, | laid out my views
regarding the increasingly competitive relationship between the
United States and China. While Phase One of the “Trade Deal”
has since been signed, the developing Covid-19 crisis has not
just caused a slowdown in globalisation but has brought it to a
complete standstill. Social isolation, increased border security
and an outright travel ban do not make for improving global
relationships. The superpower blame game is just starting, and
the United States and Germany are heading for presidential
and parliamentary elections respectively, later this year. Never
before has the world faced a crisis of this complexity: the
Covid-19 attack is simultaneously challenging established
social and behavioural norms, political systems and global
financial markets. Personally, | fear that we might be witnessing
the birth of a New World Order.

Let us not forget, however, that natural rubber is essential to
the way we live. In a post Covid-19 world of social distancing,
mass-rapid transport systems and other shared economy
assets (vehicles, real estate and offices) represent a risk of
contagion, and individual modes of transport might be a safer
way to travel.

In a 2015 presentation, Bill Gates, the founder of Microsoft,
warned of the dangers of a viral attack and compared threat
levels of pathogens to those of missiles. His assessment at
the time proved to be eerily prescient as to the events that are
unfolding today. In responding to a viral threat, his suggestion is
to mobilise the military capabilities of the major global powers,
as they possess the most efficient logistical capabilities.

Be it trade-war, germ-war, or a combination of both: global
supply chains need to be reassessed and probably rebuilt. The
concept of Strategic Materials and Buffer Stocks will partially
replace the notion of Just-in-Time global supplies.

In their pursuit of the Belt and Road Initiative (“BRI”), China is
connecting critical origins of raw materials as well as emerging
consumer markets in a strategic way. Being a BRI member
country is the new version of being a “Most Favoured Nation”
under the auspices of the World Trade Organisation. Connect,
but keep separate; provide access, without systematically
having to merge.

The natural rubber business has always been Chinese. The
earliest Singapore-based rubber baron, Mr Tan Kah Kee,
donated the bulk of his fortune to his erstwhile homeland, and
most successful players in the natural rubber industry have
maintained very close links to the Mainland. The Japanese
invasion of Malaya in 1941 is manifest to their strategic
ambition to safeguard access to important raw materials,
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including natural rubber. In 1950, the Korean peninsula suffered
a continuation of war atrocities, effectively playing host to a
proxy fight between competing superpowers for access to
raw materials.

Tyres need natural rubber, and the world needs tyres. Military
and strategic competition is bound to intensify, and China has
a historical advantage in most origins of natural rubber. Over
the last 20 years, mainland Chinese entities have successfully
established majority ownership of many rubber companies,
including Halcyon Agri, and have funded our industry through
difficult times.

It is unlikely that any other nation can usurp China’'s dominant
position in the natural rubber market, but | do see a chance
that the digital dimension holds the key to a functioning global
rubber market, with due consideration of the ongoing viability
of smallholder farmers, future-proof ecological agendas and
balanced geopolitical interests.

In closing, | would like to extend my sincere appreciation to
our many stakeholders, both internal and external. A special
mention goes to the NGO community, and to the people of
Cameroon, Indonesia, Malaysia, Thailand, China and Ivory
Coast. You allow us to operate plantations and factories in your
countries, you provide us with human and ecological resources,
in order to deliver on our mission to develop a truly sustainable
natural rubber industry.

| would also like to reiterate that Halcyon supports the
United Nations Sustainable Development Goals (UNSDGs) in
creating a lasting positive impact on society. As a signatory
of the UN Global Compact (UNGC), we remain committed to
upholding UNGC's universal principles on human rights, labour,
environment and anti-corruption for all our stakeholders.

ROBERT

ER
MEYm
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Rubber Market Notes for 2019

2019 saw further consolidation in the natural rubber market.
In Thailand, some of the larger processors cut back output
volumes in the face of a temporary market dislocation driven
by a since-bankrupted Chinese trader. In Indonesia, several old
and outdated factories closed down for good due to lack of raw
materials and difficulties in selling their product. In aggregate,
global rubber production is currently estimated to have fallen
by 250,000 mT, or slightly more than 1.5%.

Global demand for natural rubber is estimated to have remained
constant in 2019, suggesting a reduction in global inventories
of circa 100,000 mT.

Unsurprisingly, natural rubber prices, referenced by the 1st
position of the SICOM TSR20 contract, appreciated by circa
USS$200/ mT to close the year at US$1450/ mT, an increase of
15%. This price increase took place amidst unfriendly macro
conditions: the global automobile industry is in disarray,
annual auto sales estimated to have contracted by 3%, which
would mark the industry’s worst performance since the Global
Financial Crisis. The Trade War took its toll on global flows and
sentiment, as did Brexit and the increasingly uncertain outlook
on the German economy.

Supply

All traditional rubber-growing areas currently face adverse
conditions, to varying degrees. Indonesia has to deal with
diseases that have affected many of its old trees, especially
in Sumatra, Malaysia has labour issues and Thailand has to
contend with disease in the South, drought in the North and
provenance issues in the North East. Farmers have responded
to the low price levels of the past four years by not replanting,
and there has been very little new planting since 2013.

Non-traditional origins also have their lot to bear: not only are
they off-limits to many Western consumers due to deforestation
and land-grabbing allegations, but Vietnam, Cambodia and
Laos all face unusually dry conditions due in part to the Indian
Ocean Dipole and in part due to hydro-dam projects in China
and Laos. Africa and South America, on the other hand, seem
to be unaffected by disease, weather or provenance, but they
account for less than 5% of global supply.

Demand

The global vehicle parc currently stands at 1.3 billion vehicles',
and has been growing at circa 4% annually. Recent estimates
suggest that total vehicle production in 2019 was 92 million
units, which suggests that 40 million vehicles were scrapped
in 2019, or 3.2% of global vehicle parc.

HALCYON AGRI - 2019 CORPORATE

Assuming that the average vehicle has five tyres (which
represents a blend of passenger cars, light and heavy trucks
and off-the-road vehicles), the automobile industry currently
accounts for 500 million new tyres annually. The average tyre
contains 3kg? of natural rubber, which suggests that the tyres
for the automobile industry represent 1.5 million mT in annual
demand, which is 15% of 9.9 million mT that the global tyre
industry is reported to have consumed in 2019° . The conclusion
is that the remaining 85% of demand is the replacement tyre
business.

Working backwards, this shows that each existing vehicle
represents 7kg of annual demand for natural rubber, suggesting
that, on average, 4.5 tyres are replaced every two years. This
may sound excessive for passenger cars driven in Singapore,
but makes plausible sense when considering busses, trucks
and taxis — and a global context of many more bad roads than
good ones!

There are several key insights here:

Existing vehicles account for 85% of the annual tyre-
industry demand for natural rubber, which makes “miles
driven” rather than new car sales, the most important
driver of natural rubber demand.

The global vehicle parc is currently growing at a CAGR
of 4%, which means that by 2022, the replacement-tyre
demand for natural rubber would have gone up by a
staggering 1 million metric tonne.

While the growth rate may slow down in the current
macroeconomic and geopolitical context, the trend towards
electrification is likely to enhance the demand for natural rubber.
The growth in absolute number of vehicles may slow down, but
incentives will drive vehicle scrap rates and their replacement
with electric vehicle’s. Each vehicle uses 20kg in its year of
manufacture, and only 7kg for each year thereafter.

If global demand for natural rubber stagnated in 2019, then
this is because tyre makers and traders reduced inventories.
Reported stockpiles in China are down and the Thai government
has all but disposed of its strategic stockpile. Latest filings
by listed tyre makers show an increase in finished goods
inventories (due to the slowdown in OEM sales) and a decrease
in raw material stocks as well, the latter probably caused by
the former.

'Based on latest available data from International Organisation of Motor Vehicle
Manufacturers

?Based on surveys by BOUNCE

3Reported by International Rubber Study Group
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Investing in Sustainable Growth for an Equitable Supply Chain
In our first Annual Report published in 2013, we outlined our
vision to be the leading global natural rubber producer on all
fronts: quality of production, sustainability and profitability. We
were also at the time keenly aware that the rubber market was
well known for its price volatility which did not factor in the
true value of rubber — a non-substitutable key ingredient for
the world’s mobility needs — and that the historical measure of
determining its price was unsustainable and would not result
in an equitable supply chain.

Initially operating in the midstream of the global supply
chain with just two factories in Indonesia, we started seeking
investment opportunities in the upstream and downstream to
bolster our existing distribution network and to ensure that our
factories had stable access to high-quality raw material.

2014 and 2015 then saw us grow via a series of acquisitions
to become a global supply chain business with three core
operations: originate, produce and distribute.

In 2016, we took a significant step by purchasing Sinochem'’s
natural rubber assets: factories in China together with
plantations in West Africa, the world’s largest functioning
rubber plantation. The year 2018 saw us cementing our position
as the world’s leading latex and specialised rubber distributor
with the acquisition of some of the world’s oldest rubber trading
names, as we expanded our distribution channels in Europe and
USA for the latex business.

While integrating our acquired assets, we have significantly
invested in the sustainability of our plantations and put in place
measures to balance economic development with ecological
preservation. We have also introduced schemes to ensure
that we work alongside the local communities living in and
around our plantations to give them opportunities for education,
empowerment and socio-economic development.

2019 also saw us pushing ahead with technical and digital
innovations across our supply chain from source to destination,
to optimise margins and seek new avenues of growth. We intend
to continue our efforts in cutting-edge digital technologies
along our value chain into 2020 and beyond.

With all the pieces in place, we are now in a unique position with
a non-substitutable product and full range of assets across the
supply chain to positively change the natural rubber industry.
We believe that all smallholders should be enabled to form co-
operatives in order to independently organise enough capital
to rejuvenate their biological assets in line with the modern
understanding of sustainability.
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Ultimately, the rubber tree is a carbon sequester and provider
of sustainable income (provided we can settle on an equitable
pricing model). It offers the world a unique product that goes
into a wide array of goods from household to medical products
to tyres, and where there is no substitute.

But we cannot do this alone — in order to drive this change, global
players must understand the need to introduce sustainability
into the natural rubber industry and worldwide effort is required
to raise the large amounts of capital needed.

Our Trade Flows
Our scale, global diversification and trade flows are unrivalled.
Halcyon sends 1.2 million mT of natural rubber (dry rubber
and latex) originating in 13 countries to destinations across
every continent.

Manufacturing

Automotive

Our natural rubber products are an essential and irreplaceable

part of:

- Tyres

- Consumer goods: adhesives, beddings, balloons, condoms,
and medical supplies

- Manufacturing essentials: compounder, vibration control,
conveyor belt, sealants, flooring

- Infrastructure products: bitumen, bridge components

Halcyon's Footprint Along the Belt and Road Initiative

The Belt and Road Initiative (BRI) envisages heavy investment in
infrastructure and commerce along historical land and maritime
silk routes. Projects under the BRI include transportation,
energy, urbanisation and telecommunications, and natural
rubber is an essential component of all these.

Approximately 46% of Halcyon’s rubber sales by volume serve
the regions covered by the BRI. The 126 BRI countries closely
match our trade flows and the locations of our assets and
offices as well as the locations of our customers. A recent
study by the World Bank also notes that the improvements in
supply chain efficiency brought about by the BRI would lead to
long-term benefits for the rubber industry.
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OUR GLOBAL
FOOTPRINT

Halcyon Rubber Company Group (“HRC")

Indonesia

Accumulated over a series of acquisitions and minority buy-
outs, we own and operate 19 TSR factories with a combined
installed capacity of 826,000 mT annually. The centrepiece of
our Indonesian platform is formed by the former subsidiaries of
the Lee Rubber Company from Singapore, which we acquired in
2014. The carrying value of these assets in our balance sheet
is USS$105.3 million, along with goodwill on the consolidation
of US$252.1 million, which implies a valuation of US$432
per installed mT of annual output. It is noteworthy that these
plants are unique in that they have been ‘grandfathered’, and
are exempt from minimum local ownership rules.

Besides our operating assets, we also own investment
properties such as shophouses, commercial buildings and
residential real estate across Indonesia with a market value of
US$24.3 million as at 315t December 2019.

It is fair to state that this Indonesian factory portfolio is unique in
both scale and reach. Structured into four regional management
clusters, our investment in Indonesia forms the core of our HRC
processing business.

Thailand

Teck Bee Hang Co., Ltd. is one of the oldest natural rubber
companies in Thailand. Established by Lee Rubber Company
in 1954, Teck Bee Hang owns and operates five TSR factories
with a combined installed capacity of 275,000 mT in Thailand’s
southern provinces. In addition to these factories, Teck Bee
Hang owns a portfolio of investment properties, most recently
valued at US$18.6 million. Besides the equity that we own
on a standalone basis, Teck Bee Hang also owes our group
companies circa US$105 million, which is secured by mortgages
over most of their fixed assets. The unique financial structure
of this asset has its roots in history and predates Halcyon's
purchase of GMG Global Ltd in 2016. The book value of the
factories is US$26.8 million, which works out to be USS$97 per
mT of installed capacity.

Malaysia

HRC owns two SMR factories with a combined installed
capacity of 220,000 mT per annum. The combined book value
of the Malaysian factories is US$19.5 million, which equates
to US$89 per mT of installed annual capacity.
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China

Acquired from Sinochem in 2016, our PRC factory assets are
located in Yunnan and Hainan provinces. In total, we have eight
factories here with a combined installed capacity of 160,000
mT per annum. Most recent valuations suggest a carrying cost
of US$295 per mT of installed annual capacity. We are among
the top natural rubber producer in both provinces.

Ivory Coast

Ivory Coast is one of our most dynamic investments and one
that has required substantial management time to reorganise
over the last three years. Here, we now own the entire share
capital of Société de Développement du Caoutchouc Ivoirien
(SDCI), which in turn owns two factories, with a combined
annual capacity of 56,000 mT. As at 315 December 2019, we
value each metric tonne of installed capacity at US$224 in our
balance sheet.

Besides factories, we own 70% of Tropical Rubber Céte d’Ivoire,
a small plantation company which owns a leasehold land
covering 1,615 hectares, just outside the city limits of Abidjan,
the commercial capital of Ivory Coast. We carry this land at
cost, or US$2.2 million in our balance sheet, and are currently
evaluating various options to either replant the oldest portions
of the estate, or perhaps to monetise it in other ways.

Singapore

The combined annual output of our Indonesian, Ivorian and
Malaysian platforms is merchandised by Hevea Global, the very
first operating entity to form Halcyon Agri. We also own New
Continent Enterprises, an established rubber-trading firm that
trades both in-house and third-party physical rubber products,
as well as rubber futures. New Continent Enterprises is set-up
with a dual function: it manages our Chinese distribution entity,
Halcyon Agri Shanghai, and also provides risk management
services to other group companies.

In aggregate, Hevea Global and New Continent Enterprises
have a net asset value of US$46.1 million, which they use to
merchandise almost one million mT tonnes of natural rubber
annually.

Corrie MacColl Group (“CMC”")

Europe
Corrie MacColl Limited, the holding entity for the CMC Group, is
incorporated in London and operates a small office in the city.

The sales and marketing teams of Corrie MacColl Europe are
spread across four offices, namely Zaandam, London, Hamburg
and Frankfurt. The result of the merger between the European
parts of the RCMA Polymer business, Centrotrade Deutschland
and the former New Continent Deutschland outfit, this is a
business with unrivalled scale and reach in both Europe and
the United Kingdom.

Of particular mention is the Kelvin Terminals asset in Terneuzen,
Netherlands. Here, we own and operate Europe’s largest tank
installation for both natural and nitrile latex, as well as a state-
of-the-art laboratory.

United States

Arguably, the flagship of the CMC Group, Corrie MacColl North
America operates out of Norfolk, Virginia, and is the product of
a successful merger between Alan L Grant, Centrotrade Rubber
and Momentum Technologies.

Dedicated teams handle end-to-end supply chain management
for three key product groups: dry rubber, liquid latex and
synthetic polymers.

The Akron, Ohio based subsidiary, Momentum Technology
Laboratories, forms an important part of our technical support
group and offers testing services across many applications.

China

Shanghai CMI Rubber is a start-up and represents CMC's
intention to leverage our global client reach and technical
expertise into the PRC market. This business is based in
Shanghai, where it co-locates with Halcyon Agri Shanghai.

Malaysia
Centrotrade Malaysia is an established supplier of liquid latex
into the Malaysian rubber glove industry. Formerly ED&F Man,
this entity provides regional sourcing and risk management
services to the world’s largest provider nation of dipped rubber
products.

We acquired JFL, which owns a total of 10,000 hectares of
99-year leasehold agricultural land in 2014 and have since
almost fully developed this brownfield asset into a mixed-crop
plantation business with 4,300 hectares planted with natural
rubber, and 1,600 hectares planted with partially mature oil
palm.

We will start tapping the rubber acreage in 2020, and expect
this asset to yield at least 6,000 mT of natural rubber and
38,000 mT of fresh fruit bunch annually from 2025 onwards.
JFL's combined value for its plantation and biological assets is
USS$61.0 million as at the end of this financial year.

Thailand

Centrotrade Hatyai houses a small team that provides field
latex and other raw materials for a particular client with whom
we have a broad and global relationship.

Cameroon

The centrepiece of CMC: In Cameroon, we own 90% of HeveCam,
the largest operating plantation in the country. Spread over a
total concession of circa 53,000 hectares, HeveCam consists of
three estates with a total planted area of circa 21,600 hectares.
The balance is untouched and forms the high-conservation
value portion of this asset.

We also own 80% of SudCam, a brownfield project that
commenced in 2012, where we completed our revised planting
programme in 2019. Our total concession covers a size of circa
59,000 hectares, of which we have planted circa 9,800 hectares.
Here, we have defined a 25,000 hectare community forest, and
circa 10,000 hectares of high-conservation value.

Both assets have state-of-the-art processing plants each
consisting of a concentrated latex line, a CV line and a TSR line.

The combined value of our plantation and biological assets in
Cameroon, as opined by Knight Frank, is US$399 million as at
315t December 2019.




YOUR SOURGE
OF MOBILITY

Where Does Your Source of Mobility Comes From?

Essentially, it comes from the tyres that allow your current
mode of transport to take you from A to B. As you sit behind
the wheel of your car driving your children to school, or in the
back of a taxi that takes you to the airport (where you board a
plane that would be grounded if not for its tyres), did you ever
wonder what material makes up a significant percentage of
those tyres? The answer is unequivocably NATURAL RUBBER.

So where is this critical raw material produced? Only from
countries bordering the equator, with Thailand and Indonesia
being the largest producers. Over 90% of Indonesian raw
material is produced by 2.4 million farmers with an average
smallholding of about 1.5 hectares. Each rubber tree
produces approximately 2.5 kg of rubber per annum so
imagine how many millions of trees are needed to guarantee
the convenience and luxury of mobility that we all take for
granted on a daily basis. The farmer sells his cup lumps to
our factories at a price determined by a commodity futures
market, over which neither we nor the farmer has control.
Given the prevailing low prices, his income is now significantly
below the Indonesian government’s gazetted minimum wage
for employees. A typical benchmark for Indonesian cost of
living is the cost of a kilo of rice. Historically one kilo of rubber
would have purchased two kilos of rice. Today the reverse is
the case where two kilos of rubber are needed to purchase
one kilo of rice.
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Natural rubber’s place in a global context

In 2017, the European Union commission added natural rubber
toits list of Critical Raw Materials, the vast majority for which,
including natural rubber, the EU is dependent.on imports from
non-EU countries. Natural rubber is simply an irreplaceable
component of tyres. Different applications require different
levels, but natural rubber cannot be replaced. The demand
for natural rubber in passenger tyres is determined by global
vehicle density as well as by total mileage driven. Global
vehicle density and utilisation are largely determined by GDP
growth.

It should be abundantly clear to vehicle owners et al, that
without the existence of these smallholder farmers, the
mobility that they take for granted in everyday life would
be severely compromised. As well, the very livelihood and
existence of smallholders are in peril by the current poor return
for their labours and product. The only way to keep the world
moving is to enforce the sustainable supply of natural rubber,
which primarily includes ensuring that the smallholders are
properly compensated.

Consumers (e.g. vehicle owners) are demanding more
sustainable products and in turn, automobile and tyre
manufacturers are demanding full transparency and
sustainability in respect of supply chains. But without a fair
price reflective of the efforts and investment required to
produce this critical and irreplaceable product: there will be
no, in the true sense of the word, sustainability.

| #DIDYOUKNOW

} Indonesia supplies 21% of the world’s natural
i rubber mainly to global tyre manufacturers.

Farmer taps his trees in rotation
daily hefore sunrise. Each rubber
tree gives 2.5 kg of rubber per year.

2.4 million Indonesian farmers produced

>90% of the country’s raw material.
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The tyre industry consumes 9.9 million
mT of natural rubber per annum. In
order to supply this, the world needs
4 hillion rubber trees.

# Farmer sells his rubber to factories at a price
set by a commodity futures market, over which

Natural rubber is considered a CRITICAL neither we nor the famer has control.

RAW MATERIAL by the EU Commision. It is

| an irreplaceable component of tyres.

A farmer needs two kilos of rubber
to buy one kilo of rice. His income is
now below minimum wage.




WHERE DOES
OUR RUBBER GO?
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As the world’s leading rubber franchise, we have full control over the entire value chain: how rubber is grown, sourced, produced
and distributed. Halcyon's factories are located in most rubber-producer countries, and we are the owner of the world's largest
commercial plantations. Combined with the ability to leverage our extensive network of warehouses, terminals, laboratories and

sales points across the world, this allows us to distribute a wide range of natural rubber grades, latex and specialty rubber for the
tyre and non-tyre industries. Our top three delivery destinations are China, EMEA and USA. Our sales are mainly to the tyre industry.

Origins of our rubber
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Industries using our product in China

3% 1%

China is the world’s single largest consumer of natural rubber.
The bulk of our sales are to the automotive industry, with 26%
of our China deliveries sold directly to domestic joint ventures
of international tyre majors.The other significant segment of
our Chinese rubber sales is to the rubber compounding and
textile industries.

The EMEA region (Europe including UK, Middle East and Africa),
with its mature automotive industry, accounts for 20% of the
Group's total deliveries. Our top EMEA customers are based
in the main regional automotive hubs of Germany, Turkey and
Finland, accounting for 13%, 12% and 9% of our offtake in EMEA.
While our volumes for consumer goods in the EU are lower,
these typically represent high-margin businesses and typical
products that fall in this category include:

+ Adhesives and tape

+ Footwear

+ Vibration control for building and non-building structures

+ Medical supplies such as gloves and catheters

Industries using our product in USA

The tyre majors in the US are our anchor customers and the
top five customers in the US account for 60% of our tyre sales
in the US.

The US consumer business purchased our concentrated latex
products and are used in dipping products such as balloons and
condoms. The thriving medical industry in the US also use our
product in catheters, gloves and medical tubing. Additionally,
our dry rubber also goes into the production of everyday
products such as:

+ Adhesives and tape
+ Beddings — latex mattresses
+ Footwear

We have a significant infrastructure segment, where our trading
business in the US also acts as a supply chain partner to our
customers, sourcing for synthetic rubber used to produce
bitumen emulsion necessary in the construction of roads.

. Tyres - Consumer Goods . Infrastructure . Manufacturing




DIGITAL
DISTRUPTION

Digital Disruption to Transform the Rubber Industry

In our last report, we described how technology is necessary
to reverse rubber’s declining fortunes. Technology is needed to
tackle unsustainable pricing and create a sustainable supply
chain where all stakeholders of the value chain will benefit.

Halcyon is spearheading the digital evolution of rubber with
various initiatives.

The incorporation of HeveaConnect as a digital marketplace
to trade rubber from our TUV SUD audited and HeveaPRO
certified factories marks the first step in our digital disruption
of the natural rubber industry. We are working to further
integrate traceability and agronomical data to expand
the sustainable certification options to HeveaTRACE and
HeveaGROW.

With 38 production facilities in major rubber growing
areas, we have collaborated with Siemens and launched
an ambitious digitisation programme to build the next
generation of our data centre.

In Indonesia — which suppliers 21% of the world’s natural
rubber — we have also embarked on a digital programme to
connect directly with smallholders to facilitate transportation
from farm to factory, and to provide better pricing visibility to
smallholders, thus improving their livelihoods.

A digital marketplace for sustainable, traceable rubber

2019 was a watershed year for us with the launch of the
HeveaConnect platform. The platform aims to promote greater
price transparency in the natural rubber market, and to move
away from reference-based price fixing, which remains opaque
and unrepresentative of sustainable pricing requirements. The
biggest losers under the current pricing mechanism are the
six million subsistence smallholders who are now affected by
crippling costs, bad weather and diseases.

Since its launch in April 2019, the platform has at time of
writing handled in excess of 100,000 mT of spot cargo deals
and efforts are underway to increase adoption and add other
tradable instruments (such as Long Term Contracts). The
coming launch of the HeveaConnect Mobile application will
also allow users to negotiate and confirm sales terms on the
go. There are on-going trials to introduce automated production
data capturing to reduce input error, using Internet of Things
(IoT) technology.

Proactive engagement and collaboration with stakeholders and
key NGOs have resulted in initiatives to drive improvement in
the livelihood of smallholders. Together with their input, we are
setting governance guidelines and frameworks to shape the
future of the industry.
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We are currently expanding our offerings to allow for the tracking
of sustainable practices in rubber plantations and smallholder
rubber plots (HeveaGROW) and traceability requirements in the
sourcing of natural rubber (HeveaTRACE). This would allow all
participants along the supply chain to trace the source of each
batch of natural rubber, and reflecting the true value of supply
and demand where farmers and producers are compensated
fairly.

Harnessing data to optimise factory operations

Through continuing investment in technology and innovation,
Halcyon aims to provide greater value to our customers over
the long term. With 38 processing facilities across different
regions, there is a need to centrally collect real-time data across
our factories. This allows us to gain meaningful insights into
our operations, optimise our processes and reduce operational
costs and risk.

We collaborated with Siemens to build the next generation
Halcyon Data Centre (HDC 2.0) which is currently being piloted
in one of our Indonesian factories. The platform is a cloud-based
loT operating system connecting key factory infrastructure with
the digital world. Managers can spot real-time information and
quickly work to resolve any issues that occur during processing,
and use the data to share best practices. 10T devices will
be deployed to capture operational ESG data for process
optimisation and external accountability.

We expect to launch HDC 2.0 in the second quarter of 2020.

We are also working on another IoT project with Siemens
to capture environmental data such as water and energy
consumption, and working environment conditions. This will
enable us to optimise our consumption of natural resources,
automate data collection, and also improve workplace health
and safety.

Connecting to smallholders to improve transparency

We have embarked on a digitisation programme to develop a
mobile application for smallholders to gain visibility on offer
prices of procurement stations around them. The app would
allow smallholders to have direct access to a procurement
point closest to their farm, agree on a fair price, and seamlessly
arrange transportation to the factory directly with us.

Apart from tracking the movement of rubber all the way to our
factory, it also contains information such as weight, dry rubber
content and price. We are at the initial stage of this initiative
and the target is to roll it out in Indonesia by the end of 2020.

[aggregate] [innovate] [sustain]

Sharpens Focus to Serve Global Tyre Customers

Streamlining for efficiency

2019 saw the re-alignment of our tyre majors business under
the umbrella of the Halcyon Rubber Company (HRC), a pre-
eminent supplier of natural rubber to the global tyre fraternity.
The consolidation of global tyre majors processing and supply
platform under one roof has allowed us to optimise our market
position in terms of profitability, hedging optimisation and
asset utilisation.

The enlarged HRC also allowed us to offer our tyre major
customers a wider range of rubber from different origins from
a central point.

Cluster management model

We have introduced a cluster management model which
decentralises management for quicker decisions and to
encourage better communication and problem solving. This
approach enables the sharing of best practices between HRC's
factories and benchmarking to the highest standards, and
encourages management to hone their leadership abilities by
granting them ownership of unit-based goals.

HALGYON
RUBBER COMPANY

This model also enables easy and quick deployment of
resources across our production facilities, for example moving
raw material from one factory to the next in order to meet
production volume requirements and customer needs.

Other benefits include optimising our raw material procurement,
better factory utilisation and enabling standardisation of best
practices, allowing for more efficient resource allocation while
keeping costs down.

Increasing capacity at our factory in Kalimantan

In 2019, we made a large investment in our PT Bumi Jaya (KBQ)
processing facility in Indonesia, with the intention to increase
our production output from 2,000 to 3,000 mT per month before
ultimately reaching a monthly capacity of 5000 mT. We also
invested in new equipment for the wet and dry lines and in the
hanging sheds.

As Kalimantan is a relatively low cost region for raw materials,
we hope to be able to offer more products from this factory to
our customers.

Smallholders from areas around our factory would also benefit
as we will be able to offer them better pricing as we buy in
larger volumes, reducing our reliance on intermediaries for
raw materials and enhance our outreach to the smallholders.

o e R 10 255
ol 3 K




CORRIE
MACCOLL

Sustainable Ag trial Plantation

In our 2018 Corporate Report, we introduced our version of an
improved future for the natural rubber industry: the return of the
agro-industrial plantation with an updated framework of social
inclusion and environmental conservation.

We have invested significantly in these plantations so that
we can develop an eco-system that would in many ways
resemble a social enterprise, where thousands of people
and their dependents are invested economically and socially.
From the smallholders we buy our raw materials from, to our
employees and their dependents, and to the villagers living
in the communities surrounding our plantation. This social
enterprise produces a globally unique product for profit, for all
stakeholders, not just our shareholders.

Our product is marketed globally through a network of specialist
sales teams across North America, Europe, Southeast Asia
and China. Similar to the pricing structure of chemicals and
pharmaceuticals, the rubber sold through Corrie MacColl is
adapted to each customer’s needs and actual demand, and
reflects its true operational and production cost.

Corrie MacColl also supports our customers with a full logistical
suite of distribution assets, including access to a technical
advisory team and laboratories across the world.

Water wheel and ram pump at our JFL plantation in Malaysia
Utilising the steep slopes and streams at our plantation located
in Ulu Nenggiri in Malaysia, we built a waterwheel to capture
water and generate electricity for irrigation at our oil palm
plantation. The waterwheel generates 3-5 kW of electricity in
the remote parts of our plantation, sufficient to supply power for
street lighting for to improve safety and security. For irrigation,
the water flows through a hydraulic ram pump, which uses the
stream'’s kinetic energy to pump part of the water volume to
collection tanks at the top of the hill.

Ram pumps achieve the seemingly impossible task of pumping
water to a higher height without the need for added energy
input. This provides a unique method of utilising water sources
in hilly areas. Initial tests have shown that the pump could raise
water by up to 200 metres. The stored water is then channelled
and distributed via gravity to the oil palm crop. Consistent
irrigation of up to two litres per day per plant is expected to
increase yield by 20% compared with standard production in
hilly areas.
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Our technical advisory services

As a market leader, we actively engage at all levels of the
standards development process with leading organisations.
To this end, our technical and laboratory services teams are
actively participating with ASTM International, an international
standards organisation that develops and publishes voluntary
technical standards for a wide range of materials, products,
systems, and services. Participation in these committees
that cover broad range of segments which our customers are
servicing helps us network, support and address their concerns,
including in the areas of sustainability. We have also been
actively providing input to improve new and existing standards
on sustainability issues, to an ISO advisory group.

We actively investigate and keep track of developments
in alternative natural rubber and bio-based materials. This
includes guayule, Russian dandelion and plastics derived from
plant sources. For guayule, we intend to focus on distribution,
development of standards, and a special focus on medical
device manufacturers. For bio-based plastics, we view these as
a potential additive to speed up end-of-life landfill or disposal
cycles and as a possible zero waste packing material for rubber
bales and pallets.

Expansion of client capabilities with new equipment and a
1,200 sq. ft lab

Following a $1 million investment, Momentum Technologies
Laboratories (MTL) expanded its offerings with new equipment
and a 1,200 sq. ft testing lab. The Ohio-based natural rubber
and latex facility now spans 7,000 sq. ft.

The third-party testing laboratory is A2LA/ISO 17025 certified,
and tests more than 90 different ASTM methods. The expansion
has allowed MTL to offer construction product testing, including
for polymer-modified asphalt, roofing materials and coatings
and below-grade coatings. The new equipment in the laboratory
include a new rubber process analysis, a Wallace plastometer,
Mooney viscometer, a tensile machine, compounding mixer
and a mill.

The expansion allows MTL to find new methods of integrating
natural rubber and latex into the paving and roofing materials
industry, advancing on their accreditation to perform MiamiDade
County and Energy Star testing for roofing materials. This
investment will also see greater supply chain efficiency for the
global teams.

There are plans to grow MTL further globally, with plans
underway for sites in The Netherlands and Cameroon.

[aggregate] [innovate] [sustain]

Our plantation yields

The plantation business is a long-term investment, as each
planted rubber tree requires an average of six years to mature
before we can start tapping to yield the first drop of latex.
The profits will start to accrue as the plantation ramps up its
production, weighing down unit cost, mostly fixed in nature. The
time horizon of investment in rubber trees is illustrated based
on CMCP’s plantations in Cameroon.

As noted in Figure 1, the expected plantation yield from our
Cameroon plantation in FY20 is approximately 18,000 mT
upon plantation maturity of 42%. Following the progressive
maturity of our rubber trees, the yields start to ramp up and
are expected to double in five years. Subsequently, as the
plantation progresses into peak production upon full maturity
by FY34, the yields will start to plateau at approximately 65,000
mT per annum.

Arubber tree has an expected life cycle of 25-30 years upon the
commencement of tapping, and upon the end of its economic
useful life, it is harvested for conversion into lumber and a new
tree will then take its place. This represents the emergence of
immature areas in FY39 again, as the earlier cohorts of trees
have reached the age of 30 years and the replanted trees will
have no returns for the next six to seven years

The all-in cash operating cost consists of plantation costs,
processing costs, selling and distribution costs as well as

Figure 1
Expected

general and administration costs. A decreasing unit cost leads
to an increase in profit at a stable price environment.

In terms of financial return, please refer to Figure 3 for an
illustration on the evolution of unit costs at different maturity
profiles. In the initial period, the unit costs are relatively high at
USS$1,800, mainly due to the plantation areas that have recently
turned mature but does not yield sufficient latex and revenue,
by extension, to cover the fixed operating costs.

As the plantation mature, the cost absorption starts to improve
following a ramp-up of yield, representing the declining costs
of the plantation, which eventually stabilises at US$1,250 at
full maturity.

Applying the price of US$1,700 per mT, representing the blended
average historical prices for past five years, across a 20-year
horizon, the plantation is expected to break even in 2021, as the
ramp-up of yield generates sufficient revenue beyond breakeven
period at estimated 26,000 mT. As the unit cost stabilises, the
incremental yield generates better profit to the Group.

The profits of plantation business are most sensitive to
market prices given that they maintain full control over its
cost structure. A USS$100 swing in price will affect the EBITDA
by approximately 25%.

EBITDA lllustration of expected EBITDA over the next 20 years
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Please note the data set out above are for illustration purposes only. It is important to note that the above analysis is
based on historical numbers, and is not necessarily representative of future financial performance.
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Figure 2 Yield vs maturity over time
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Figure 3 Cost profile vs maturity over time
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Please note the data set out above are for illustration purposes only. It is important to note that the above analysis is
based on historical numbers, and is not necessarily representative of future financial performance.
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HEVEAPRO
CASE STUDY

| Redefining The Industry to Develop a Higher Quality and Sustainable Product '

The HeveaPRO industry standards were developed in 2015 and are designed to be a product level management system to ensure
the sustainability of natural rubber. The standards further ensure consistently high-quality products and efficient operations of crumb
rubber processing facilities. They have been peer-reviewed by third party certification bodies and leading tyre majors.

Quality: the standards incorporate the 12 core principles of the Global Platform for Natural Rubber (GPSNR) and supplier codes of
conduct of tyre companies and have been referenced to leading international management systems adopting both a process and
system-based approach.

EHS: stringent EHS standards means that factory workers can carry out their daily operations in a safe and healthy environment,
increasing their productivity and reducing lost time. The standards also mitigate environmental impact and reduce the carbon footprint.

Supply chain security: ensures that finished goods and final products are delivered in a secured manner to the customer’s doorstep.
Benefits include reduced inspections & fines, fast flow of security-compliant cargo at national borders, priority business resumption
and front-of-line privilege for inspection of containers.

Social responsibility: addresses community needs and ensures they are empowered to share grievances.

Addressing the UN SDGs and Sustainability Policy Requirements
The standards have 1,227 audit checklist points and cover:

= 260 points that address 15 of the 17 United Nations Sustainable Development Goals (SDGs)

+ Social Responsibility and Supply Chain Security addresses 25 common features found in tyre majors’ sustainable procurement
policies and practices

+ 84 audit points supporting GPSNR'’s desire to define sustainable natural rubber for the industry

The standards mitigate ESG-related supply chain risks and create greater transparency within the natural rubber supply chain. They
also address upstream issues of smallholders livelihood enhancement and community engagement.

Sustainable Development Goals
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Total of 260 checklist questions
addressing 15 of the 17 goals

TAINABLE
DEVELOPMENT

“Considering the current social requirement of the United Nations SDGs, evaluating the sustainability of processing factories are
essential to the natural rubber industry.

HeveaPRO standards incorporate ISO standards on quality, environment, health and safety and social responsibility as well as
customer requirements and security standards such as C-TPAT and other relevant international guidelines on sustainability.

ITOCHU considers HeveaPRO the best standard to ensure the level of sustainability for the factory.”

- Mr. Yajima Hisashi, President Director, PT. Aneka Bumi Pratama (A member of ITOCHU Group)
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Driving Impact and Continual Process Improvement

Quality control

The standards focus on three pillars of the quality system to achieve sustainable quality: (1) defect prevention (FMEA, Control Plan,
SPC & Prioritised Reduction Plan), (2) early detection (Final QC, Product Audit) and (3) recovery (8D Problem Solving Approach).
These pillars ensure continual improvement in process and product quality performance.

The implementation of these standards has resulted in a reduction in internal product nonconformity rates and cases of quality
complaints and rejection. These have in turn resulted in better customer-supplier relationships.

Environment, health and safety

The standards aim to reduce occupational injuries, occupational disease incidences, lost day rates, absenteeism, minimise negative
environmental impacts and improve overall factory productivity. They ensure continual and progressive improvement in environmental,
health and safety performance. Since the implementation of the standards, there have been reduced injury lost day rates leading to
improved operational efficiency. Workplace fatalities remain at zero. Factories have also been able to reduce total overtime man-
hours and has led to increased productivity and reduced manpower costs.

The standards have reduced water-use and increased water-recycling rates resulting in increased process efficiency: year-on-year
reduction in GHG Scope 1 & Scope 2 (purchased electricity) emissions and emissions intensity have been recorded. The standards
have also seen processing facilities significantly scaling up the use of biomass as a renewable energy source in their reduction and
concurrently reducing and phasing out of the use of coal. Processing facilities are being pushed towards decarbonising their energy
portfolio and transit from non-renewables to renewables.

Data-driven improvement and innovation

Data-driven process change and improvement. The Halcyon Data Centre captures and stores measurable and verifiable processing
data. The Halcyon Data Centre is a decentralised database for individual factories with standardised data collection modules.
These stand-alone modules cover each stage of the rubber production process and allow processing facilities to opt-in or opt-out
according to their needs. This gives factories increased access to production information and allow them to implement data-driven
improvement within processes as well as increase the overall quality of data recorded in crumb rubber processing facilities.

The digitalisation of the HeveaPRO Factory Traceability System

The Halcyon Data Centre remains the most robust system that captures and stores modularised information on crumb rubber facility
processing parameters. To complement that, the HeveaPRO QR Code Factory Traceability System was implemented to provide
customised pallet information. Found on the pallet itself, it allows a customer to download the product test report by scanning the QR
code and entering a unique access code. Besides test reports and processing parameters, the QR code can also provide information
relating to raw material composition and sourcing origins which forms a key aspect of product traceability and transparency — a key
sustainability requirement of all tyre majors.

By harnessing loT technology, the HeveaPRO Factory Traceability System includes real-time collection of processing data. loT
sensors will collect information on key processing and environmental parameters which improves data accuracy and reduces the
risk of human error.

Collecting Real-time Manufacturing Data using loT sensors for Sustainable Manufacturing
Washing/size reduction: pH, turbidity, electricity usage, water consumption, contamination level
Drying: Temperature, humidity, dwell time, outputs
Baling: Weight, quantity, surface contamination, metal contamination, light intensity, hand tools control
Laboratory: Plasticity, mooney viscosity, dirt, VM, ash, nitrogen, dry rubber content (DRC)

HeveaPRO further promotes data transparency. Buyers of HeveaPRO rubber enjoy peace of mind knowing that processes and data
in the factory have been audited by a third party and the production data is readily available for verification. With the most mature
standards in the industry, HeveaPRO has built a foundation for harmonised standards. It provides a hands-on approach to guiding
processors to implement standards for consistent and positive results. The Halcyon Data Centre allows for the aggregation of robust
data to prove the sustainability credentials of HeveaPRO rubber.

[aggregate] [innovate] [sustain]

FINANGIAL
HIGHLIGHTS

Financial Performance Review

Key business developments
In 2019, we have made significant strides to place ourselves in pole position to be a sustainable disruptor in the natural rubber industry:

Creation of the world's leading tyre majors supply platform - In view of the recent development in the natural rubber market, as well
as the anticipated convergence in the quality and sustainability requirements at the consumers’ end, we have combined our tyre
majors processing and supply assets (previously placed under Sinochem International Natural Rubber Overseas (SINRIO) Group
and Halcyon Rubber Company (HRC) Group respectively) into a singular global platform under the now enlarged HRC Group.

Sustainable and responsible monetisation of harvested old trees - Sustainable usage of all parts of Corrie MacColl's assets in
Cameroon, maintained under well-developed sustainable practices, the plantations have approximately two million trees due for
replanting over the next four years. Realising the opportunity in the sustainable plantation-sourced rubberwood in USA, Europe and
China, which now no longer permit the importation of non-certified tropical hardwoods, the Group will process harvested rubber
trees as part of a replanting programme into rough sawn tropical lumber for global furniture and construction industries.

Digital disruption initiatives gaining market traction - HeveaConnect has commenced trading in April 2019 with circa 80,000 mT (with
a total contract value of US$120 million) being traded through the platform in FY2019.

Future-proofing production process - Continuous investment in technology and digitalisation of production processes, in which we
have allocated USS$0.5 million for the development of Halcyon Data Centre 2.0, and trial implementation of Internet of Things (IoT)

technology in our Indonesia factories.

Selected key financial statistics

Sales volume 1,279,201 1,432,335 | 1,227,027

Revenue 1,907.7 2,141.0 2,158.4

EBITDA 7.7 36.2 64.9

Core operating profit' 47.2 22.6 56.1

Operating profit 38.3 4.5 59.2

Return on assets? 3.7 2.0 4.0

Return on equity?® 12.2 6.2 9.5

Return on capital employed* 6.3 3.2 52

Notes
1. Core operating profit = EBITDA less working capital interest
Return on assets = EBITDA divided by total assets

2
3. Return on equity = EBITDA divided by total equity (excluding perpetual securities)
4

Return on capital employed (ROCE) = EBITDA divided by (term debt plus total equity (including perpetual securities of US$148.7 million))
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Sales volume Revenue and ASP
(in mT) Performance by segment

1,432,334 US$M unless CMC Group HRC Group Corporate
1,279,201 2,141.0 2,158.4

1,227,027 otherwise stated 2019 2018 2019 2018 2019 2018
Sales volume (in kmT) 378.5 388.9 946.1 1,076.2
Revenue to third party 595.0 626.3 1,312.7 1,514.7
Gross profits 30.7 46.3 76.6 72.2
Operating profit/(loss)* 45.4 14.3 8.0 2.3

USS in millions
USS per mT

EBITDA * 54.5 20.8 30.0 239

2019 2018 2017
mmmm Revenue (lhs) —— ASP (rhs)

Profitability (USS$ in millions)

Gross Profit

Operating Profit

(17.0)
Profit before tax
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2019 presented highly challenging market conditions for
Halcyon, with the confluence of weakened demand, tight supply
and low prices, causing the sales volume to contract by 10.7%
from 1,432,335 mT in FY2018 to 1,279,201 mT in FY2019.

The reduction in volume directly resulted in FY2019 revenue of
US$1,907.7 million, to be 10.9% lower than US$2,141.0 million
recorded in the preceding financial year. The Group'’s average
selling prices have remained stable (US$1,495 in FY2018;
USS$1,491 in FY2019), compared to a slight elevation of average
SICOM prices from US$1,365 per mT in FY2018 to US$1,406
per mT in FY2019, with the latter mostly buoyed by the price
rally in Q4 2019 amid market realisation of supply shortage.

Despite the slight increase in average selling prices, the
prevailing price levels are considered to be under constant
suppression, and it is reflected in the unit gross profit that
remain compressed (US$83 in FY2018; USS$84 in FY2019).
Therefore, the decrease in gross profit from USS$118.4 million
in FY2018 to US$107.4 million in FY2019 is volume-driven.

Operating profits of the Group have increased from US$4.5
million in FY2018 to US$38.3 million in FY2019, in contrast to

the movement in gross profit. This is mainly contributed by the
recognition of fair value gain on biological assets of US$52.7
million arising from the reclassification of our Cameroonian
rubber plantations from bearer plant. The improvement in
infrastructure surrounding our Cameroonian plantations
catalysed the commercialisation of our harvested rubber
trees, have caused the trees to be accounted for as biological
assets. The fair value gain is set off by circa US$7.8 million of
one-off expenses, mostly incurred to address the post-merger
integration matters of the Group.

Net financing costs increased by 63.4% from US$21.3 million to
US$34.8 million, mainly due to the redemption of US$150 million
perpetual securities in April 2019 with proceeds from loans
and borrowings, further compounded by the higher effective
interest rates.

The efficiency of deployment of our resources in funding our
operations have seen the relevant metrics, return on assets,
return on equity and return on capital employed to record year-
on-year improvements.

[aggregate] [innovate] [sustain]

*Adjusted for management fees

CMC Group

Bottom line contribution of the segment towards the Group’s
operating profit have improved from previous year, mainly driven
by the recognition of fair value gain on biological assets relating
to our Cameroonian plantations as aforementioned.

The gain was set off by lower contribution margins from the
distribution business, as the extended period of wintering in
Thailand and Vietnam have caused a spike in latex input costs,
and to remain elevated for the rest of the year. This is further
aggravated by an overall slowdown in regional markets caused
by uncertainty surrounding Brexit as well as the US-China trade
war that lingered throughout the year, resulting in our customers
to be more cautious in their procurement.

HRC Group

Segmental operating profits, adjusted for the management fee,
have also improved as compared to the previous year, owing
to the benefits from its recalibration of sales strategy, allowing
effective capturing of sales premium, which is reflected in the
improvement in unit margins. This was set off by the lower
sales volume, caused by overall market slowdown as well as
raw material scarcity induced by the outbreak of tree diseases.

Corporate

The segment covers the key administrative and support functions for the Group. Operating loss increased from US$12.0 million in
FY2018 to USS$15.2 million in FY2019, mainly due to the absence of the one-off forex gain in FY2018 of US$6.6 million, that arose
following the liquidation of a dormant subsidiary. Excluding the one-off gain in FY2018, the reduction in corporate costs represents
the Group’s effort in seeking efficiency in the midst of a challenging operating environment.
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Financial position

The Group’s net assets have decreased from US$735.9 million in December 2018 to US$589.0 million in December 2019 mainly due
to the redemption of USS150 million perpetual securities in April 2019, set off by the foreign currency translation gains following
the strengthening of the local currency against US Dollars.

The Group continues to maintain a stable funding base, where financing tenors are matched, cash balances are unencumbered and
fixed assets are sustainably financed.

The table below summarises the management’s assessment of the Group’s capital structure:

(USS$ million) Balanceat  Balance at Notes:
1. Working capital employed for the Group is
31 Dec 19 31 Dec 18

defined as the sum of operational trade and other
Working capital employed' 595.0 542.1 receivables, net derivative assets, pledged deposits,

inventories, assets held for sale, netted off against

Working capital loans 572.6 520.5

trade and other payables.

% Efﬁciency of Working Capital Funding 96.2% 96.0% . Operational long term assets of the Group is defined
as intangible assets, PPE, plantation and biological

Operational long term assets? 1,017.4 936.2
Term debts 551.1 391.6

assets, and other non-current assets and right-of-

use assets, net off against non-current liabilities.

b Cash and cash equivalents adjusted to working
% Fixed Asset Gearing 54.2% 41.8% capital employed.

b Non-core assets mainly made up of investment
Cash and cash equivalents?® 55.6 122.9 properties.

Gearing = (Term debts plus perpetual securities
Non-core assets* 44.7 46.8 N ( X i o )
divide total equity (excluding perpetual securities)
NAV per share = Total equity (excluding perpetual
— securities) divide total shares outstanding
Perpetual Securities O 148.7 (1,595,011,941 shares)

Total equity (excluding Perpetual Securities) 589.0 587.2

Total equity (including Perpetual Securities) 589.0 735.9

Gearing® 0.94 times 0.92 times
Net asset value (NAV) per share® US$0.37 USS$0.37

Working capital funding efficiency continues to maintain at 96% levels, in line with the management'’s strategy to have its working
capital assets (which are mostly liquid) to be fully funded by working capital loans.

Fixed asset gearing increased from 41.8% in December 2018 to 54.2% in December 2019, mainly due to the redemption of the perpetual
securities, which are equity in nature, being financed partially by term debts, and the remaining through the existing cash balances.
This was set off by the increase in asset base due to continuous investment into immature upkeep across our plantation platform.

Cash flows
USS in millions 2019 2018
Operating cash flow before working capital changes 15.3 333
Changes in working capital (30.0) (57.6)
Payments of taxes and working capital loan interests (26.9) (28.6)

Net cash flow from operating activities (41.6) (52.9)
Net cash flow from investing activities (65.5) (201.2)
Net cash flow from financing activities 38.7 228.4

Net changes in cash and cash equivalents (68.4) (25.7)

Operating cash flows

Operating cash flows before working capital changes decreased from US$33.3 million in FY2018 to US$15.3 million in FY2019, in
line with the decline in sales volume as aforementioned. In spite of that, net cash used in operating activities improved from US$52.9
million in FY2018 to USS$41.6 million in FY2019, due to the partial release of net working capital invested in previous year upon the
acquisition of new businesses.

[aggregate] [innovate] [sustain]

Investing cash flows

Net cash used in investing activities has come down significantly,
from US$201.2 million in FY2018 to US$65.5 million in FY2019.
This is largely due to the substantial completion of the asset buy-
and-build programme in the previous year, where the Group has
acquired Corrie MacColl and the five Indonesian rubber factories.
In addition, the capital expenditures have reduced from US$78.7
million in FY2018 to US$68.2 million in FY2019, mainly driven
by the Group’s ongoing efforts in reviewing the efficiency of its
immature upkeep costs, as well as the cost benefits following
the Group’s announcement of cessation in new planting at the
end of FY2018. The annual cost forimmature upkeep will reduce
progressively along with the maturing of the plantations.

Financing cash flows

Net cash generated from financing activities has reduced from
US$228.4 million in FY2018 to US$38.7 million in the current
year, as the Group inherited a lower debt base from FY2017,
where the proceeds from the perpetual securities issuance
as well as the disposal of SIAT S.A,, a former associate, have
been used to pare down working capital loans. In FY2018, the
Group redrawn the proceeds from working capital facilities to
finance the working capital investments of the newly acquired
businesses. In FY2019, as the perpetual securities have been
refinanced by term debts, the remaining cash inflows are mainly
the drawdowns to fund net working capital.

Capital structure management

Our treasury management

Treasury management is carried out by the business units, and
coordinated by Group treasury function, in accordance with
established policies and guidelines. Policies and guidelines
have been regularly updated to take into account changes in
the operating environment. Working capital requirements and
capital expenditures are funded by a mix of short-term and
long- term loans.

We closely monitor relevant emerging regulations which may
potentially impact the way that we obtain our finances or
introduce any operating constraints. We are kept updated of
the latest development in debt markets and to arrange new
financing as opportunities arise. Our consistent approach
has helped us in building a strong working relationship with
the banks.

Cash and cash equivalents, as well as undrawn committed
facilities, are available for drawdown at short notice.

Our financing profile

Halcyon has access to different sources of financing. We decide
on the financing approach that is best suited for our prevailing
business needs, bearing in mind the risk of concentration.
Hence, we have a diversified source of financing and borrow
on both a secured and unsecured basis.

As of 31%* December 2019, the Group had total bank borrowings
of US$1,123.7 million, comprising:

Working capital loans of US$572.6 million (51%): These
are mainly related to the financing of working capital turn,
in which the cash conversion cycle typically takes a lead
time of circa 90 days.

Term loans of US$551.1 million (49%): These loans bear
a repayment tenor of more than one year, and drawn to
finance our investments into factory assets and plantations.

Our capital management

In managing our capital structure, we try to find the right balance between shareholders’ funds and external borrowings in order to

maximise shareholders return.

In achieving the optimal capital structure, we may either renew and refinance existing borrowings, obtain new borrowings, or deleverage
by way of rights issue, capital raise at subsidiaries level, as well as opportunistic disposal of non-core assets.

Having access to flexible and cost-effective financing allows us to quickly respond to opportunities. In our view, the Group has
adequate sources of financing to meet our business requirement in the foreseeable future. We also use a combination of short-
term and long-term debts in financing our operations, depending on the cash flow profile of the prevailing investments. Most of our
drawdowns are in US dollars, being the underlying currency of natural rubber trades.
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Risk is intrinsic to our business and risk management is imperative to business sustainability. The Group proactively manages risks
and embeds the risk management process into the Group's planning, decision- making process as well as its day-to-day operations.
Our risk registers are reviewed continuously to ensure any necessary risk treatments are addressed and updated.

The risk registers are presented to the company’s Audit Committee, highlighting significant risks, measures taken by the management
and residual risk exposures that have an impact on the Group. Our risk management policy is enhanced on an ongoing basis to
match the expanded scale and scope of our business.

PRICE RISK
Fluctuations in the price of natural
rubber and rubber products

Weather, currency movements,
future market activities, market
interventions, political and
geopolitical disruptions

IMPACT

Exposure to price volatility directly
impacts the Group's profitability

MITIGATION MEASURES

Utilise different future markets
and physical markets to
mitigate

Daily reports on market
positioning to facilitate
management'’s decision-
making process

CREDIT AND COUNTER
PARTY RISK

Customer defaults and
counterparty’s failure to
meet contractual obligations

* Adverse market movements
and change in supply and
demand equation

* Inadequate screening of the
customer and counterparty

* Customer defaults resulting in
loss of revenue

* Breach of counterparty
obligation resulting in
additional costs

Transact only with credit
worthy customers or
counterparties

Periodic review of credit terms
granted

Credit insurance to protect
against potential default

LIQUIDITY RISK

Insufficient liquidity to
consistently meet obligations
as well as to cater to changing
business models

Longer lead time for

working capital

Insufficient working capital
resulting in inability to meet
obligations on time which
impacts the Group’s reputation

Manage liquidity by matching
fund’s sources and usages
Maintain sufficient headroom
on unutilised committed

banking facilities at all times

INTEREST RATE RISK
Fluctuation in interest rate
for loans and borrowings

Macroeconomic outlook,
currency movement, political and
geopolitical disruptions

Interest rate hikes could increase
the Group’s financing costs, which
would negatively impact the
Group's results as well as liquidity

Matching of cash availability
with the repayment terms of
facilities

Actively monitor interest rate
trends

FOREIGN EXCHANGE RISK
Fluctuation in forex rates

Macroeconomic outlook,
currency movement, political and

geopolitical disruptions

Inadequate hedging and
unfavourable movements

in exchange rates resulting in
FX losses

Monitor exchange rate
movements on an ongoing basis
Employ hedging instruments to
manage the exposure if required

BIOLOGICAL ASSETS RISK
Suboptimal performance of
biological assets

Unpredictable planting/
replanting conditions (e.g. soil
and weather conditions,

plant diseases and pests)

Inefficient asset utilisation and
lost profits as the Group would
have to procure from third party
sources to make up for the
suboptimal yield of

existing trees

In-house team of experienced
plantation staff, supported by the
services of qualified professionals
as required for planting/
replanting matters

SOCIAL AND POLITICAL RISK
Risk of changes in socio-economic
and political climate

Socio-economic and political
development (e.g. issues of
labour laws, human rights,
environmental protection) that
have serious impact on local

population

Improper management of such
issues could tarnish the Group’s

reputation

Leverage the expertise

and knowledge of local
management and consultants
to actively monitor the social
and political risks

Ensure effective risk mitigation
measures are implemented in a
timely manner

LEGAL AND COMPLIANCE RISK
The Group operates in many
different geographic locations
with diverse cultures and
local customs

Not updated with changes of
legal and regulatory requirements
in respective geographical
locations

Failure to comply with local laws

and regulations may results in the
Group being involved in litigations
pertaining to claims and disputes

Consult with internal and
external legal advisors
Proactively engage in
discussions with local

governments, regulators and

industry leaders
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Alan Nishet

Lead Independent Director

Mr Alan Nisbet is a highly experienced accountant and
serves as Lead Independent Director and Chairman of the
Audit Committee. He joined the Board in 2013 and is also in
the Remuneration, Nominating, as well as the Strategy and
Investment Committees. His other current roles include:

Principal at Kanni Advisory, a consultancy firm
Independent Director and Chairman of the Audit Committee

of Ascendas Property Trustee Pte Ltd

(the trustee-manager of Ascendas India Trust)
Independent Director, Chairman of the Remuneration
Committee and member of the Audit and Risk Management
Comittee at KrisEnergy Limited

Independent Director of Keppel REIT Management Limited
(the manager of Keppel REIT)

Independent Director and Chairman of the Audit Committee at
Standard Chartered Bank (Singapore) Limited

Mr Nisbet was a member of the Institute of Singapore Chartered
Accountants until his retirement. He graduated with a Diploma
of Business Studies (Accounting) from the Caulfield Institute
of Technology, Melbourne, Australia.
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Randolph Khoo

Independent Director

One of Singapore’s foremost lawyers, Mr Randolph Khoo
is Independent Director and Chairman of the Nominating
Committee. He joined the Board in 2013 and is also part of the
Audit and Remuneration Committees.

He is currently the Deputy Managing Director for Dispute
Resolution at Drew & Napier LLC and also heads the disputes
practices of its China, India and International Trade Desks and
Private Client Services Group. His other current roles include:

Advocate and Solicitor of the Supreme Court Singapore, a
Notary Public and a Commissioner for Oaths

Panel Arbitrator, Singapore Institute of Arbitrators

Panel Arbitrator, Shanghai Arbitration Commission, Shanghai
International Economic and Trade Arbitration Commission and
Shenzhen Court of International Arbitration

Panel Arbitrator and the Malaysian Institute of Arbitrators
Panel Arbitrator, Chinese Arbitration Association, Taipei
Panel Arbitrator, Institute of Modern Arbitration of the
Russian Federation

Panel Arbitrator (Foreign National), Indian Council of
Arbitration

Fellow of arbitral institutes of Singapore, Malaysia, Hong
Kong, the United Kingdom, India and New Zealand

Member of the International Bar Association, Society of
International Law (Singapore), Law Society of Singapore and
the Singapore Academy of Law

Mr Khoo graduated with a Bachelor of Law from the National
University of Singapore with various academic prizes.
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Liew Choon Wei
Independent Director

Mr Liew Choon Wei is Independent Director and Chairman of
the Remuneration Committee. He was appointed to the Board
in 2014 and also sits on the Audit and Nominating Committees.
He joined Ernst & Young LLP in Singapore in 1979 and was
Audit Partner for its largest real estate, commodities, banking,

media, hospitality and retail clients before retiring in 2013. His
current roles include:

+ Independent Director at Frasers Hospitality Asset
Management Pte Ltd (manager of Frasers Hospitality
Real Estate Investment Trust) and Frasers Hospitality
Trust Management Pte Ltd (trustee-manager of Frasers
Hospitality Business Trust), member of the Audit Committee,
Remuneration Committee and Nominating Commitee
Independent Director, Chairman of the Nominating Committee
and member of the Audit Committee and Remuneration
Committee of F J Benjamin Holdings Ltd
Independent Director at The Hour Glass Limited, Chairman
of its Audit Committee and member of the Nominating and
Remuneration Committee
Fellow Chartered Accountant of the Institute of Singapore
Chartered Accountants

Simon Lam
Independent Director

Mr Simon Lam Chun Kai is Independent Director appointed
to the Board in 2019. He brings many years of corporate
experience, particularly in the petroleum and petrochemicals
industries, and has served as:

Chairman of Shell Companies in Singapore

Chief Executive Officer at CNOOC and Shell Petrochemicals
Company Limited

Venture Director of Shell Eastern Petrochemical Complex
Chief Executive Officer at Jurong Aromatics Corp, Singapore

He has previously sat on the boards of a number of government
and industry bodies, including:

Maritime and Port Authority of Singapore
Science Centre Singapore

International Chamber of Commerce
Energy Market Authority of Singapore
Hertel Group, Netherland

Royal Vopak, Netherland

Sinochem International Corporation Ltd

Mr Lam received his tertiary education at Adelaide University,

South Australia, and is a Chartered Member of IChemE, United
Kingdom.

[aggregate] [innovate] [sustain]

Jeremy Goon
Independent Director

Mr Jeremy Goon contributes his extensive experience in
sustainability issues in his role as Independent Director. He
was appointed to the Board in 2017. Mr Goon has management
experience in edible oils processing operations, trading, brand
management, marketing and sustainability and has held several
senior positions in the Kuok Group of Companies since 2002.
He also serves in various capacities in trade organisations
such as the Malaysian Palm Oil Association, Malaysian Palm
0il Council and Tropical Forest Alliance 2020. His current roles
include:

Chief Sustainability Officer of Wilmar International Limited
(“Wilmar”) and Executive Director of Wilmar's Plantation
Operations, and also heads the Corporate and Investor
Relations functions of Wilmar

Director and General Manager of the FFM Berhad (“FFM”)
and also serves as Chairman/Director of FFM’s subsidiaries
and associates

Mr Goon holds a Bachelor of Arts (Honours) in Management
Science & Law from Keele University, United Kingdom.

Liu Hongsheng

Non-Executive Chairman

Mr Liu Hongsheng brings decades of experience in business
and human resources to his roles as Halcyon Agri's Non-
Executive Chairman and Chairman of the Strategy and
Investment Committee. He joined the Board in 2017. He is
currently Director and Chief Executive Officer of Sinochem
International Corporation Ltd. His previous posts include:

Vice President at Sinochem International Corporation Ltd
Senior Vice President at Sinochem International Corporation
Ltd, Chemicals Segment

General Manager at Sinochem International Corporation Ltd,
Logistics Business Division

Deputy Head of Human Resources at China’s Ministry of
Foreign Trade and Economic Cooperation

First Secretary of the Economic and Commercial Counsellor’s
Office at the Chinese Embassy in Thailand

Mr Liu holds a bachelor’s degree in Philosophy from Peking
University and an executive master’s degree in Business
Administration from Shanghai Maritime University.
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Robert Meyer
Executive Director &
Chief Executive Officer

Mr Robert Meyer is Halcyon Agri’'s Chief Executive Officer. He
also serves as Executive Director and sits on the Strategy and
Investment Committee. He founded Halcyon Management
Partners Pte Ltd, the precursor to Halcyon Investment
Corporation Pte Ltd, in 2004. In 2010, Mr Meyer co-founded
Halcyon Agri. As Chief Executive Officer, Mr Meyer is in charge
of formulating and executing the business strategy of the
Group, and of overseeing its day-to-day management.

Mr Meyer graduated with a Bachelor of Arts in Business
Management from the European Business School, Schloss
Reichartshausen. Prior to his business studies, Mr Meyer
complete commercial banking apprenticeship with Dresdner
Bank AG in Hamburg, Germany.
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Pascal Demierre
Executive Director &
Chief Corporate Officer

Mr Pascal Demierre is Halcyon Agri’s Executive Director
and Chief Corporate Officer, a member of the Audit and
Remuneration Committees. He co-founded Halcyon Agri and
joined the Board in 2010. He is responsible for all corporate
matters, including mergers & acquisitions, legal, corporate
governance, corporate structuring, information technology,
human resources and general administration. He also holds
appointments in other organisations, including:

+ Independent Director at The Hour Glass Limited
+ Council member at Alliance Frangaise, Singapore

Mr Demierre graduated with a Bachelor of Law (Upper Second)
from King’s College London, in the United Kingdom. He also
obtained a graduate diploma in Law from the National University
of Singapore.
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Qin Jinke

Non-Executive Director

Mr Qin Jinke joined the Board in 2018 and is a Non-Executive
Director. He has been with Sinochem International Corporation
Ltd for nearly 20 years and is now its Chief Financial Officer.
He joined Sinochem in 2001 and has held senior positions in
its auditing, finance and accounting departments, including:

+ Deputy Chief Financial Officer

+ General Manager of the Finance Department

+ Vice General Manager of the Finance Department

+ General Manager of the Accounting and Tax Office

+ Chief Financial Officer at Metallurgy and Energy Division
+ Assistant General Manager of the Auditing Department

Wang Wei

Non-Executive Director

Mr Wang Wei is a seasoned investor and investment analyst
who was appointed to the Board in 2017 as a Non-Executive
Director. He serves as Managing Director of the China-Africa
Development Fund’s (CADFund) Infrastructure and Energy
Investment Department. He is presently Director at HNA &
CADF Logistics, Nanjing Ocean (CM) Co. Ltd and Ansogli Power
(Ghana) Ltd. His previous roles include:

+ Consultant with APCO Worldwide LLC (Beijing)
+ Consultant with KPMG Huazhen LLP

Mr Wang holds a master’s degree in International Relations, and
a Bachelor of Arts in International Economics and Trade, from
the China Foreign Affairs University. He is also an alumnus of
Johns Hopkins University-Nanjing University, Center for Chinese
and American Studies.
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Jeremy Loh
Chief Financial Officer

Mr Jeremy Loh is the Chief Financial Officer at Halcyon Agri
and is responsible for the Group’s financial affairs, including
corporate finance, treasury and capital management.

He joined Halcyon Agri in 2016 as the Deputy Chief Financial
Officer and brings with him almost 20 years of financial
control and risk expertise to the Group. His work experiences
include senior roles at international banks and auditing firms
in Singapore, Thailand and Malaysia.

Mr Loh holds a bachelor’s degree in Accounting from Monash
University Malaysia.
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Andrew Trevatt
Chief Commercial Officer
Gorrie MacColl Group

Mr Andrew Trevatt is a co-founder of Halcyon Agri and has
overseen the daily commercial affairs of the Group since 2010.
He has more than 30 years of experience in the natural rubber
industry, having worked in various rubber and commodity-
related companies in the United Kingdom, The Netherlands, the
United States of America and Singapore.

Mr Trevatt has now taken on the role of Chief Commercial
Officer for the CMC Group and is responsible for implementing
and managing its overall commercial and sales strategies.

Ng Eng Kiat
Managing Director
‘ Halcy@ Rubber Company Group

Mr Eng Kiat Ng joined Halcyon Agri in 2013 as Chief Financial
Officer. In addition to his CFQ'’s role, Mr Ng also oversaw the
Group’s operations in China and Indonesia between 2017 and
2018. He was appointed Group Operating Officer in mid-2018
where he was overall responsible for the Group’s operations.

In late 2019, Mr Ng assumed the role of Managing Director for
HRC Group and is responsible for the overall performance of
Halcyon Agri's global tyre-focussed processing and distribution
platform.

Mr Ng graduated from the Multimedia University in Malaysia
in 2002 with a bachelor’s degree (Honours) in Accounting. He
is also a member of the Association of Chartered Certified
Accountants and the Institute of Singapore Chartered
Accountants.
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Ode to Rubber
A personal view

As we drive or are driven from our houses to our workplaces
do we ever ask ourselves about the origin of the materials that
are used to produce the tyres that give our cars, buses or taxis
the mobility to arrive at our destination?

As we decorate our living rooms in preparation for our children’s
birthday parties and wrap their birthday or Christmas presents
do we ever ask ourselves the origin of the materials that are
used to produce the balloons or the adhesive wrapping tape?
The list goes on — surgical gloves to protect us from infection
when we are being examined by doctors and nurses, simple
things like elastic bands that we probably do not give a
moment’s thought to but all of which form an invaluable and
essentially irreplaceable part of our everyday lives.

The answer is, of course, NATURAL RUBBER

There are of course many things that in this day and age would
appear irreplaceable but | hazard to say that life without any of
the aforementioned products is truly unimaginable.

But where does this incredible natural product start its humble
life and how does its life's journey begin. What journey does it
undertake to become an integral and irreplaceable component
of the countless and essential products, a fraction of which
are highlighted above, and without which our lives would be
immeasurably poorer?

As we chart this journey allow us to draw a brief parallel with
our own journey through life.

Like all living organisms, both humans and natural rubber go
through various stages of life until they become fully mature.
Some of us grow up to become doctors, teachers, pilots and
all manner of vocations. Similarly natural rubber plants after
many years of nurturing and care become trees which in turn
produce a raw material that ends its life as a component of
tyres, surgical gloves, balloons, adhesives .......

So let’s describe the journey of natural rubber from beginning
to its final destination as a finished product. We start with a tiny
seed that is potted and after two months has grown into a small
plant ready to take up residence in the ground. From there it is
nurtured, fed and generally cared for, just as one would our own
child and to develop that analogy further the journey that from
a tiny seed to plant to tree to maturity ready to produce latex
which in turn becomes raw material ready to be processed into
a semi-finished product before finding its way to a factory for its
final destination as a tyre, surgical glove or balloon is analogous
with the life of a human being — from embryo to being born, to
school, to university to becoming a useful and integral member
of society as a doctor, nurse, paramedic.......

Can you imagine life without paramedics? But how does the
paramedic get to an emergency to attend to a patient? - yes
by ambulance and the ambulance’s mobility depends on tyres,
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which in turn depend on

Once the patient arrives at the hospital, the wheels on the
trolley also have a natural rubber component and of course, the
doctors and nurses attending to the patient be it in the ER or in
the operating theatre will use a plethora of items, gloves, tapes,
masks all with an irreplaceable natural rubber component.

In the vast majority of applications, there is no material that
one can use to substitute natural rubber, yes there is synthetic
rubber and whilst it certainly is a component of a tyre, natural
rubber represents approximately 20% to 35% respectively of
the total of materials used in the production of passenger and
truck tyres.

“In the vast majority of applications,
there is no material that one can use to
substitute natural rubber”

The list is endless and too long to list in this summary but one
final application that many of our lay readers may not have
known about is the production of natural rubber damping
bearings which are effective in providing protection to structures
from the damaging effect of earthquakes.

So where is this summary leading to?

Much of what | have written is fairly obvious and known to
most if not all of us but what, in all likelihood, is not known to
the majority of consumers of all the products mentioned in
this article?

What is it that is probably only known to the millions of
farmers or smallholders whose livelihoods and whose family’s
livelihoods depend on this irreplaceable item? To the processor
of the rubber at the hundreds of rubber processing factories
in Asia and Africa and to the manufacturers of the finished
products?

I will tell you what it is! It is that while the price of natural rubber
is to a degree determined by the laws of supply and demand,
the actual pricing mechanism for rubber has little to do with the
cost of producing latex, the first step in the value chain —i.e. the
cost of producing the raw material for which the smallholder
has made a six to seven year investment nurturing the small
seed to grow into a mature adult that produces latex from which
all of the aforementioned products are derived. You would be
shocked, or at least you should be, to learn that the average
income for a smallholder in Indonesia is significantly lower
than the government’s gazetted minimum wage, a minimum
wage by the way of the princely sum of USS$ 215 per month.
A benchmark for income used to be one kilo of rubber would
buy two kilos of rice — the staple diet of Indonesians. At today's
prices, prices that have prevailed more or less for the last three
years, one needs approximately two kilos of rubber to buy one
kilo of rice.




PARTING WORDS

“While the price of natural rubber is
to a degree determined by the laws of
supply and demand, the actual pricing
mechanism for rubber has little to do

with the cost of producing latex, the first
step in the value chain”

So what is the pricing mechanism for natural rubber?

Rubber is prices based on a number of commodity futures
markets, in the commercial centres of Shanghai, Tokyo and
Singapore. Commodity markets are by their very nature
speculative vehicles to the degree that the Shanghai rubber
futures market (SHFE) can trade more in one day than the total
annual production/consumption. | was told many years ago
that 95% of the turnover on the Tokyo rubber futures market
(TOCOM) was speculative.

Synthetic rubber (SBR) — a major component of tyres - on the
other hand, is priced based on the raw material that is used
to produce the semi-finished product. There is no commodity
futures market for SBR hence the speculative element is
minimal compared to its close cousin natural rubber.

| am due to retire in the middle of 2020 having been in the
rubber business for 50 years. In that time | have worked for
a trading company, a plantation company and for the last 10
years for Halcyon Agri details of which | do not have to describe
as they are more than adequately covered in this report but
whose business is inextricably linked to the natural rubber
smallholders. In these 10 years, with the exception of two and
a half years of exceptionally high prices, | have seen the lot of
our upstream partners go from bad to worse. Sustainability
is a word we hear bandied around and quite rightly so but
sustainability should also encompass price. Farmers need

HALCYON AGRI - 2019 GORPORATE REPORT

“Farmers need a reward for their
efforts for them to lead a sustainable
life without which they will eventually

abandon their smallholdings”

My final plea, therefore, and | know it one extremely close to
the heart of Halcyon's CEO, Robert Meyer, is to work towards
de -commoditising rubber. Let's make it a price based on cost
of production and one that gives the farmer a decent return.

“Let’s make it a price based on cost of
production and one that gives the farmer
a decent return”

It certainly is not rocket science to create a value mechanism
all the way along the chain that gives every participant in that
chain a fair return for their investment and labours. Yes this may
well kill the rubber futures markets but should we as consumers,
or human beings for that matter, really care more about that
than the plight of the smallholders and the future supply of this
essential ingredient? After all, there are many other commaodity
markets and financial instruments for the followers of charts
and algorithms to ply their “trade”.

With that, | bring to a close what started as a small commentary
and ended as maybe a long-winded plea for change. | thank you
for taking the time to read these thoughts which | emphasise
are my own personal thoughts and are not to be seen as those
of Halcyon Agri.

Our Commitment for Sustainable Rubber

As the world’s leading natural rubber company, we can drive
industry and consumer change for an equitable natural rubber
industry where suppliers, manufacturers and stakeholders
can work together to develop and adopt a set of sustainability
standards for the production of a crucial raw material needed
across a wide range of sectors (transport, health and leisure
to name a few). While demand is unstoppable, unsustainably
low rubber prices have left a significant impact on the natural
rubber farmers’ livelihoods as well as increased environmental
pressure.

As a founding member of the Global Platform for Sustainable
Natural Rubber (GPSNR), we joined the multi-stakeholders
rubber community to lead improvements in the socioeconomic
and environmental performance of the natural rubber value

chain. We are also a participant of the BOUNCE platform which
is an advocacy movement launched to raise awareness of the
shortcomings of the natural rubber industry among consumers,
and to open avenues to communicate the need for change back
along the natural rubber supply chain. Halcyon is also adopting
the United Nations Sustainable Development Goals (SDGs).
The 17 Sustainable Development Goals are a universal call to
action to improve the livelihoods for everyone across our value
chain and protect the planet and safeguard our environment
for future generations.

Book 2 in this report details our pillars of sustainability (People
and Planet) which outlines why we are uniquely positioned
to lead the conversation about sustainable growth to ensure
an equitable supply chain where both the farmer and the end
consumer will profit equally.
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a reward for their efforts for them to lead a sustainable life
without which they will eventually abandon their smallholdings,
convert them to cash crops or seek jobs in what is becoming
an infrastructure driven economy in Indonesia. Where then the
raw material for those irreplaceable products or what price will
we have to pay for these essentials of our life?
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BOOK 2 CONTENT

‘Driving the Sustainability Agenda =
This Book details our pillars of sustainability (People and
Planet), demonstrating our commitment to sustainable growth
and an equitable supply chain where both the farmer and end
consumer will profit equally. The report discusses our material
factors covering Environmental, Societal and Governance (ESG)
topics and outlines our contributions towards meeting the UN’s
Sustainable Development Goals (SDGs).

All data refers to Halcyon Agri Group’s operations in Asia, Europe,
America and Africa unless stated otherwise. No restatements
were made from the previous report except for refinements
on a few past performance data as detailed under “Planet”
section. There were no significant changes to our organisation
and supply chain during the reporting period.

Please contact us at sustainability@halcyonagri.com for any questions or feedback.
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Sustainability Policy Transparency Toolkit 51
EcoVadis Rating 52
Sustainalytics ESG Report 52

N E PLANET
Cameroon Sustainability Council 70
Formation of Community Forest 70
_z“;f" State-of-the-Art Factory and Laboratory 70
Water Consumption and Management 71
PEOPLE Energy and Emissions Performance 75
Human Capital 54 Waste, Chemicals and Effluent Quality 78
Workplace Health and Safety 58
Women's Empowerment 61 i
Traceable Supply Chain 62 i i
Smallholder Capacity Building 64
Community Investment 64
| & 3 CERTIFICATIONS AND STANDARDS 81
This report has been prepared in accordance with the GRI Standards: Core option, I 6
as well as with the Singapore Exchange’s (SGX) Sustainability Reporting Guide. CASE STUDIES 0
The report covers the financial year of 2019 (1%t January to 31%tDecember). Outgrower Programme 67 L

o s oap S Smallholder Financing Study 68 GRI CONTENT INDEX 84



mailto:sustainability@halcyonagri.com

importance to Halcyon's stakeholders

N'AGRI - 2019 CORPORATE REPORT

FUNDAMENTALS

Materiality

Guided by our SNRSCP commitments, we undertook a broad-ranging materiality assessment in 2019 which built on assessments
conducted in previous years. In determining materiality, we took into account: where the issues matter across our supply chain,
relevance to our key stakeholders and the risks and opportunities posed to our business.

Following guidance provided by the Global Reporting Initiative (GRI) and analysis of the areas most important to our stakeholders,
we streamlined our material issues into nine key areas. This has since been approved by our Board.

Our materiality matrix illustrates the relative importance of material issues across our stakeholders and business. We will continue
to engage with our stakeholders and refresh our analysis where appropriate.
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The table in the next page provides further detail on how we define our material issues, where these issues are relevant across
our supply chain, and the corresponding stakeholders, activities and GRI disclosures. The table also maps our material issues and
activities against the United Nations (UN) Sustainable Development Goals (SDGs) following the Business Reporting on the SDGs
developed by GRI and UN Global Compact.
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Material Issue Description

Pricing Equity

Boundary

Key Stakeholders

Halcyon's Activities/
Initiatives

Relevant GRI
Disclosures

Just and fair distribution of the
economic value of raw material
across the supply chain

Relevant to
both within
and outside
of Halcyon’s
operations.
Halcyon’s
business
depends on
sustained
supply from
smallholders.
Smallholder
livelihoods are at
stake

Smallholders

Civil society
(NGOs)
Regulatory
agencies, industry
associations

and certification
bodies

Financial
community

BOUNCE initiative
HeveaConnect
trading platform
HeveaGROW
training modules
development
Smallholders
financing study
Outgrower
Programme
implementation
Various
community
investment
activities for
smallholders

SDG: 1,8,9,10

GRI: Indirect
Economic Impacts

Traceable Supply Chain

Ability to trace raw material
sources to identify our risk
exposure against threats such
as deforestation, environmental
degradation or human rights
and build transparency with our
stakeholders

Relevant
mainly outside
of Halcyon's
operations
specifically with
our smallholder
suppliers

Customers

Civil society
(NGOs)
Regulatory
agencies, industry
associations

and certification
bodies

Financial
community

HeveaTRACE and
Rubberway

SDG:9,12,13,15

GRI: Supplier
Social and
Environmental
Assessments

Workplace Health and Safety

Protecting the safety and health
of staff, workers and surrounding
community

Mainly relevant
within Halcyon's
operations.
Visitors,
suppliers and
contractors
entering our
operations would
be required to
comply with our
policies

Employees
Suppliers
Regulatory
agencies, industry
associations

and certification
bodies

Financial
community

Health and Safety
performance,
HeveaPRO and
management
systems
implementation,
EHS trainings,
International SOS
service

SDG: 3,8

GRI: Occupational
Health and Safety

Fair and Responsible Employment

Compliance to employment
regulations and respecting the
rights of staff and workers.
Respect for human rights serve
as a foundation principle for this
material issue

Mainly relevant
within Halcyon's
operations

Employees
Suppliers
Regulatory
agencies, industry
associations

and certification
bodies

Financial
community

HeveaPRO and
management
systems
implementation,
Women's
empowerment
programmes

SDG:1,5,8

GRI: Employment
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Material Issue Description

Eco-Efficiency

Boundary

Key Stakeholders

HALCYON AGRI - 2019 CORPORATE REPORT

Halcyon's Activities/
Initiatives

Relevant GRI
Disclosures

Conducting business operations
that minimise air, water and land
pollution or ecological harm and
conserving the use of natural
resources such as water and
energy and other production inputs

This issue is
mainly relevant
within Halcyon's
operations but
may affect
stakeholders
outside the
organisation if
not managed
properly

Customers

Civil society
(NGOs)

Regulatory
agencies, industry
associations and
certification bodies
Financial
community

Environmental
performance
HeveaPRO and
management
systems
implementation
Sudcam factory
development

SDG: 6,7,9,12,13,14

GRI: Water,
Energy, Emissions,
Effluents and
Waste

Landscape Stewardship

Application of integrated
landscape management and good
agricultural practices; Respecting
community rights; Commitment to
no deforestation and responsible
acquisition and use of land for the
business

Impacts are
relevant within
and outside
of Halcyon's
operations

Smallholders
Customers

Civil society
(NGOs)

Local communities
Financial
community

SNRSCP Policy
Update (No
Deforestation
HeveaGROW
Community Forest
Outgrower
Programme
Sustainability
Council formation

SDG:12,15,16,17

GRI: Biodiversity

Ethics and Compliance

Compliance to Halcyon'’s global
standards and local regulations
and adherence to universally-
accepted standards and guidelines

Relevant within
Halcyon's
operations

Employees
Customers

Local communities
Suppliers
Smallholders
Regulatory
agencies, industry
associations and
certification bodies
Civil society
(NGOs)

Financial
community

Corporate
governance
HeveaPRO and
management
systems
implementation
Environmental and
sSocio economic
compliance

SDG: 8,16

GRI: Anti-
Corruption,
Environmental
Compliance,
Socioeconomic
Compliance

Community Investment and
Empowerment

Contributing to the social and/
or economic improvement

of stakeholders who have an
influence and/or dependence on
Halcyon’s operations

Impacts mainly
occur outside
of Halcyon's
operations.
Halcyon can
exercise its
influence

to address
concerns of the
community.

Smallholders

Local communities
Civil society
(NGOs)

Community Investment
activities

SDG: 1,8,10,17

GRI: Local
Communities,
Indirect Economic
Impacts

[aggregate] [innovate] [sustain]

Stakeholder Engagement
Our stakeholders are those who have a considerable influence on our business, and whom our business has a significant impact on
socially and economically. Our economic and social role is tied to our capacity to create value through a multi-stakeholder approach.
The table below shows our eight key stakeholders and the methods and frequency of our engagement with them.

Employees

Annual performance review and employee feedback
sessions

Training and development programmes, including
empowering leaders in managing teams

Quarterly publication of Halcyon Rubber Times Magazine
and engagement via Facebook fan page

Company-wide open-door policy and CEO townhalls in
headquarters and other offices

Grievance and whistleblowing procedures in place with
assurance of confidentiality

Worker unions or associations and collective bargaining
arrangements with factory workers

Volunteering and social activities

Customers

Annual or periodic on-site assessments of our factories
and plantations following customer timeframe
Networking sessions hosted by industry associations at
least once a year

Periodic meetings and daily communication via phone and
emails on topics such as quality and supply chain logistics
As needed formal communications (letters) to customers
to address concerns raised

Media releases and updates shared with customers relating
to company updates and news posted on our website

Smallholders

Group meetings and discussions regarding concerns raised
as and when needed, direct or via dealers

Training on good agricultural practices as needed. We are
on track to completing the HeveaGROW training modules
for sharing with farmers in 2020.

HeveaTRACE and Rubberway initiatives to identify and
understand their situation

Suppliers

Supplier performance feedback on a per project basis
Sharing project management best practices when needed
Briefing on environment, health and safety on site
regulations (Processing)

Training on proper usage of agricultural methods, pesticides
and fertilisers (Plantations)

Programmes are conducted as and when needed
throughout the year

Civil Society

Formal responses to civil society feedback posted on our
websites or via email as needed

Periodic or scheduled meetings with NGOs at our
plantations or processing sites on a per issue or project
basis.

Establishment of the Cameroon Sustainability Council
comprised of independent civil society participants
Implementation of grievance procedures for access to
remedy relating to our operations

Regulatory Agencies, Governments, Industry Associations
and Certification Bodies

Company information and updates online through
disclosure of Annual Reports, Sustainability Reports, and
news releases

Periodic reporting of environment, health and safety
compliance (regulatory agencies, governments)

Third party assessments of our processing and plantation
assets annually or as needed (certification bodies)
Attendance in conferences, workshops and speaking
engagements as scheduled by organisers (industry
associations)

Financial Community: Financial Institutions, Investors,
Regulators, Analysts and Shareholders

Company information and updates online through
disclosure of quarterly earnings, Annual Reports,
Sustainability Reports and news releases

Quarterly analysts briefing after the release of financial
results

AGM and EGM serve as important platforms for
shareholders to communicate directly with the Board
Finance and Investor Relations teams as intermediaries
between Halcyon and investment community

Senior management meetings with investors, analysts, and
the media. Channels include conference calls, roadshows
and industry conferences organised by major brokerage
firms throughout the year

Local Communities

Provision of a feedback channel at our processing and
plantation sites to be treated confidentially

Health campaigns within local communities conducted
throughout the year

Ad hoc and continuous in kind contributions to schools and
educational institutions

Technical or financial support for local infrastructure
maintenance or development projects

Periodic contribution to local socio-cultural activities and
families in need

8 e [ 9 i N 10 Rihes 16 ﬁsﬁ:‘ 17 e
e 102 :

" B v B ®
i s ¥

46




FUNDAMENTALS

Corporate Governance

HALCYON AGRI - 2019 CORPORATE REPORT

We are committed to upholding the highest standards of corporate governance to create long-term shareholder value. Under the
Board's leadership, six key capitals: financial, manufacturing, intellectual, human, social and natural capital are allocated efficiently
and productively in the best interests of our shareholders and other stakeholders. We adhere to all material principles and guidelines
of the Code of Corporate Governance 2012, and all other applicable laws, rules and regulations. We engage proactively with
regulators, governments, industry leaders and industry associations to understand local legal requirements across the jurisdictions

where we operate.

Corporate Governance Structure

The Board embraces the principle of empowerment. While the
Board delegates certain functions to the Chief Executive Officer
(CEO), Board Committees and Management, the responsibility of
overseeing the company'’s sustainability vision and performance
in compliance with the GRI Guidelines and SGX Sustainability
Reporting Guide, ultimately remains with the Board.

The CEO leads the management of material issues that are
indivisible from the day-to-day operations while Management
maintains a structured risk management approach that

incorporates a continuous process of identification, evaluation
and effective management of the risk factors. Supporting the
CEQ, the Chief Corporate Officer leads sustainability disclosure
and engagement with our stakeholders with guidance from
an Independent Director highly experienced in sustainability
matters. The Board also appoints professional firms to identify
impacts, risks, and opportunities, as well as to conduct
comprehensive studies on issues or concerns relating to the
material risks when needed.

BOARD OF DIRECTORS

STRATEGY AND

AUDIT COMMITEE INVESTMENT COMMITTEE

REMUNERATION NOMINATION
COMMITTEE COMMITTEE

THE MANAGEMENT

[aggregate] [innovate] [sustain]

Ethics and Compliance

We act with integrity, fairness and transparency and do not
tolerate corruption in any form. Our business principles
underpin how our corporate culture delivers growth and positive
contributions to the communities where we operate. The Board
oversees these principles, recorded in our standardised Global
Employee Policy made readily available to all employees.

We encourage our partners and suppliers to adhere to these
principles by undertaking declarations of commitment to
integrate these principles into their operations. Furthermore,
we hold regular engagement sessions with them to understand
the issues they might face in integrating these principles in
their operations and provide assistance where required. Where
needed, we visit our supplier sites to ascertain demonstrable
integration of the principles in their operations.

Halcyon Agri’'s Business Principles

UPHOLD CORPORATE
GOVERNANCE AND
COMPLIANCE

MAINTAIN A
SAFE WORKING
ENVIRONMENT AND
NURTURE AND
REWARD COLLEAGUES

' PROMOTE ETHICAL
‘ BUSINESS PRACTICES

| ENGAGE
‘ RESPONSIBLY WITH
OUR CUSTOMERS,
SUPPLIERS AND
PARTNERS WITH
INTEGRITY

CONTRIBUTETO
SOCIETY AND
SUSTAINABLE
ENVIRONMENT
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Ethics and Compliance

The Group has put in place a number of policies and standards, and systems for raising risk concerns as part of a strong ethics
and compliance function. Our employees are expected to comply with the Group’s policies and uphold strict standards of ethical
business conduct. Key policies including but not limited to anti-corruption & anti-bribery, human rights & ethical business practice,
anti-harassment and environment, health & safety are embedded into a Global Employees Policies handbook which has been
communicated to each employee through our mandatory induction programmes.

To supplement the implementation of the Group's policies, open door and whistleblowing policies are also in place to allow employees
and/or third parties to share their questions, concerns, suggestions or complaints and to ensure that their area of concern is addressed
in the most appropriate manner. All instances of whistleblowing, including those that do not warrant investigation or any further action,
will be reported to the Audit Committee. Grievances can be also directed to a dedicated email that goes to the Audit Committee.

As in recent years, we maintained an unblemished record of zero confirmed cases of corruption in 2019. An anonymous note
concerning a subsidiary company was brought to the Company’s attention in 2019. Investigation has since been concluded and
there is no credible evidence that any misconduct has occurred. We also did not record any material breaches of relevant laws
and regulations in our respective jurisdictions except for effluent quality issues experienced by our Cameroonian and Ivory Coast
operations.

Compliance Cases

Focus Area

Grievances Target:0

Corruption Target:0

Whistleblowing Target:0

Our Global Employee Policies

Equal
Employment
Opportunity
and Diversity

Competition
and Antitrust

Workplace

Harassment Whistleblowing

[aggregate] [innovate] [sustain]

Sustainable Natural Rubber Supply Chain Policy (SNRSCP)

As the world’s largest supplier of natural rubber and the owner of large plantation concessions, Halcyon understands its role and
obligation to minimise impact on the environment while continuing to meet the growing demand for a critical natural resource. In
response, the Group updated its Sustainable Natural Rubber Supply Chain Policy (SNRSCP) in February 2020 to reflect our commitment
to NO DEFORESTATION in all Halcyon operations. We are the first rubber producer to publicly announce this commitment, further

demonstrating our leadership in driving towards sustainable natural rubber.

]

Working conditions and
living environment
To protect the rights of all supply
chain stakeholders and create a
positive work environment

Ethics and transparency
To prevent corruption across the value
chain, practice free and fair competition
and develop a transparent grievance
mechanism process for all stakeholders

Sustainable Sourcing Policy

2

Responsible land
acquisition and use

To promote a socially and

environmentally responsible value
chain and improve the livelihoods and
economic viability of local communities,
ensuring FPIC methodology and
guidelines are applied

Good agricultural
practices and yield
improvement
To promote effective and safe
methods to maximise yields, including
providing training, encouraging the
use of natural fertilisers and improving
environmental conservation practices

]

Policy implementation
and compliance
To ensure corruption-free and
transparent implementation and
reporting of this policy across the
value chain

Ecosystem protection
Commitment to zero deforestation
and ensure responsible cultivation,

harvesting and processing of natural
rubber across the value chain

Traceabhility
To actively facilitate the development
of traceability and improve
transparency across the supply chain

In 2019, we developed a Sustainable Sourcing Policy to articulate our requirements to suppliers. The policy mirrors our commitments
to the SNRSCP. Being close to raw material sources, we recognise the complexities and challenges faced by our suppliers in
implementing our sourcing policy. Our teams across Europe, the Americas and Asia have worked together throughout the year in
developing a holistic rollout plan for suppliers. We will communicate this policy to our key suppliers in 2020.

The following sections report on our performance against these commitments. Halcyon remains determined to meet the highest
sustainability standards for the industry and to provide customers with a premium critical product.
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Sustainability Policy Transparency Toolkit (SPOTT)

SPOTT is an initiative of the Zoological Society of London (ZSL). In 2019, SPOTT expanded its scope to include natural rubber by
launching its inaugural ESG policy transparency assessment. SPOTT assessed multiple natural rubber producers and processors
based on publicly disclosed policies, operations and commitments to ESG best practices. The research assessed 15 significant
natural rubber companies on leading company disclosure practices. The scoring was based on each company’s practices and
policies across ten key criteria.

Halcyon was rated as the second most transparent natural rubber producing company globally with a total score of 69.9%. Our score
is double the average score of 35% among major natural rubber companies and shows our strong commitment to transparency and
sustainable practices. Our scores against all ten assessment categories are presented in the chart below.

Sustainability policy and leadership

t Landbank, maps and traceability

Deforestation and biodiversity

L HCV, HCS and impact assessments

Soils, fire and GHG emissions

L Water, chemical and pest management

Community, land and labour rights

Certification standards/Sustainability initiatives

Smallholders and suppliers

Governance and grievances

For more details, please visit https://www.spott.org/natural-rubber/halcyon-agri/

[aggregate] [innovate] [sustain]

EcoVadis Business Sustainability Ratings Gives us a Silver

2019 marked our third EcoVadis supplier assessment evaluation. We went through our first evaluation in 2015 and obtained a score
of 38/100 coming in at the 37th percentile amongst our peers. Our second assessment in 2017 witnessed our score increase to
45/100 and we maintained our bronze rating. Our performance amongst peers has improved significantly, with Halcyon Agri coming
in at the 55% percentile. The latest assessment witnessed our overall score leap to 55/100 and attain a silver rating for the first time.
We are now in the top 79% percentile amongst our industry peers, making us a sustainability leader in the natural rubber industry.
Our scores for each component were higher than the industry average, with the areas of environment and ethics strong with a
weighted score of 60/100. The scores for sustainable procurement and labour & human rights had a weighted score of 50/100 for
each component. For our upcoming assessment in 2021, we hope to increase our overall score by another 10%. We understand and
acknowledge that the EcoVadis supplier assessment tool remains the most robust in the industry and we strive to meet the higher
standards and expectations placed by the assessment framework.

£ suveRll 3

HALCYON AGRI CORPORATION LTD (GROUP) ( 2019 55
Singapore | Manufacture of rubber products eCOVQdIS

Sustalnabiiity
Rating

Scorecard Audits Corrective Action Plan Documents

Publication date: 2 Jul 201% Valid until: 2 Jul 2020 Download Questionnaire 3§, Share my scorecard 2%

o

o
P

OVERALL SCORE
ENVIRONMENT LABOR & HUMAN SUSTAINABLE
RIGHTS PROCUREMENT

Sustainalytics ESG Report Rating

We obtained a total score of 64/100 for our 2019 ESG assessment by ratings agency, Sustainalytics, coming in at the 65th
percentile amongst our peers in the assessment category. We were assessed across 30 criteria which focuses on ESG's policy,
implementation, monitoring and measurement. There are no strong controversies reported in our operations and the ESG factors
assessed were deemed to be of medium business and sustainability impact, and our preparedness led us to a neutral overall
rating to ESG management. We have sound policies and programmes for managing material ESG issues relative to our peers in
the assessed category. We hope to improve on our overall ESG score in 2020 through increased disclosures in data sets, trends
and policy implementation. We recognise that ESG dynamics will continue to evolve and we need to be nimble in addressing and
managing the ESG risks.

Resource Use

Occupational Health and Safety

E&S Impact of Products and Services

Business Ethics

Emissions, Effluents and Waste

Sustainability Impact

Medium Carbon - Own Operations

Business Impact
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At Halcyon Agri, we believe in responsible human resource management and equal opportunity for all. We recognise contributions
from our employees and share best practices to build learning throughout the organisation. We have put in place group-wide policies
to guide our global workforce and enable a culture of collaboration and teamwork.

Mission Statement

To provide a pleasant, nurturing and growth-oriented
environment, which encourages our employees to be highly
productive and to grow personally and professionally

To develop diversified markets, which provide stability and
adequate financial returns allowing us to achieve our vision
and to provide full opportunities for all employees

To sustain our vision and mission by constantly seeking
renewal via continuous education and learning, and the

To support our customers by providing superior products
of exceptional value, which help them gain a competitive
advantage in their markets

To operate with integrity and clear business conscience,
and to achieve perfect health, safety and environmental
records

To develop a world-class group of companies serving the
rubber industry

application of new technologies and skills

Halcyon Agri Values
Our values direct how we behave and our approach to achieving our goals

RESPONSIBILITY [l INTEGRITY |

Human Capital
We support the careers and families of over 16,000 employees globally. Our workforce is comprised of 24% females with close to
90% regular employees working mainly in West & Central Africa, Southeast Asia and China.

11,963

A Total Employeesﬁ

2019 2018 2017

Total employees by

11,253
Bmploymeﬂt contract 9,867
and gender
. Permanent
. Contract
|

. Permanent 1,564 11,593 ' 1,336

] ] | — ' L

—

. Contract 2017 2018 2019 2017 2018 2019

R Male Employees AFemale Employees
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Total employees by employment contract and region

. Permanent

8,349
7,699 . Contract
6,864
5,774
1742 1,541
. 208 123 259 37 - 107 10 106 13
2017 2018 2019 2017 2018 2019 2017 2018 2019
China and Southeast Asia’ West and Central Africa? Europe and Americas?®
Total employees by 12,983 2167
employment type and '
. Full-Time Male Employee
. Part-Time Male Employee
3,901 3,812
. Full-Time Female Employee ' [ 2,874
. Part-Time Female Employee g 23 3_83 l‘|_87 101 '.&
2017 2018 2019 2017 2018 2019
X Male Employees A Female Employees

NEW HIRES AND TURNOVER

Total New Hires

2019 2018 2017

"China, Indonesia, Malaysia, Thailand and Vietnam
2Cameroon and Ivory Coast
3Germany, Netherlands, Turkey, United Kingdom and United States of America

[aggregate] [innovate] [sustain]

13.0%

10.1%

New hires 0105
0.5% Y.2% o
by age ey R
< 30 years old 30 - 50 years old > 50 years old
New hires by gender New hires by region
18.4% 15.3%
13.1% 11.4%
9.0%
8.5%
6.8%
5.2% |
0, i
b 1.2% 0.1% 0.2%0.2%
. —3 3
China and West and Europe and Americas
Male Female Southeast Asia Central Africa
Total Turnover m
6.3% 599 6.2%
5.4% 5.4%
~N
« : | ]
© 2.5% .
N —
o 0,
: I by age
- <30 years old 30 - 50 years old > 50 years old
11.0%
12.4% 9.0% 9.2%
11.0%
10.3% ]
‘ ' B 4.9% 4.7%
s 4.2%
.8% |
2.9% 3.0%
il
China and West and Europe and Americas
Male Female Southeast Asia Central Africa

Note : Rates calculated based on total employees from previous year B B B
2016: 13,883 2017: 14,492 2018: 17,558 2017 2018 2019
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m Workplace Health and Safety

31% 30% Our commitment to health and safety is embedded in our Sustainable Natural Rubber Supply Chain Policy (SNRSCP). All our
. processing sites across Malaysia, Indonesia, China, Africa and Thailand are HeveaPRO-certified. All our HeveaPRO-certified sites

Empmyee category e e ‘ have health and safety committees which are represented jointly by workers and management. The committees are implemented
by gender 21% 22%23% 21% at alocal level across our operations and report directly to senior management. Depending on customer requirements, our factories
(0/0 Female) also possess various ISO certifications. All our factories are ISO9001-certified. We have 20 factories certified to 1ISO14001, and three
factories certified to 1SO18001. In 2019, we conducted an engagement session with our factory teams in Indonesia. The session

aimed to strengthen implementation of our HeveaPRO integrated management system. The session facilitated the development

. 2017 of a global three-year plan starting 2020. This roadmap aims to strengthen accountability of environment, health and safety (EHS)
[ activities across all levels in the organisation from factory to headquarters. This will be supplemented by EHS training and education

. 2018 ‘ i i [ | programmes. We aim to have all ISO14001 certified factories transit to the latest ISO 14001: 2015 standards and move towards
transiting our ISO18001-certified factories to ISO 45001: 2018. We remain on track to transit our factories to the latest versions
. 2019 Rank and File Executives and Senior and Middle ‘ of international management standards. Through the three-year plan, we hope to strengthen our implementation of HeveaPRO,
Supervisors Management ISO14001, IS045001 and other relevant certification standards.

Fg}lp}gkt'gﬁ category by age Absenteeism Rate Injury Rate Occupational Disease Rate
Rank and File Executives and Supervisors Senior and Middle Management 2.90/0 ﬁ Male 277 ﬁ ﬁ R Male 208 ﬁ ﬁ ﬁ Ml
ale
B oo | 0.2% . < o o « o
2017 _ 4.0% 2017 - 1.9% 5.20/0 1‘ Female 297 ﬁ ﬁ ﬁ Female 276 R ﬁ ﬁ Female

|- |I 35% I\ s 2R RN, 23 KRR

2018 - 3.7% 2018 . 1.7%

[ R Jor Lost Day Rate (Injuries) Workplgce Fatalities

2017 J 2018

g | s s s s s s s s » e fll e
2019 [ 200 [ 4o : - @@@@@@@@@ « o e Ly,
n- R | 1290 RRRARRRXR RARR A ey

| Performance
e e () [ () e e L] L] 9
. < 30 years old . 30 - 50 years old . > 50 years old 0
929 Group Total
Senior management by gender Senior management by age group Absenteeism Rate (%) | Injury Rate Occupational Disease Rate | Lost Day Rate (Injuries)
(as governance body) (as governance body)

) Group Group Group Group

By Region Male | Female Male | Female Male | Female Male | Female
Total Total Total Total

China and
Southeast 2.1% 5.2% 2.58% 4.0 1.3 3.4 35.0 54.1 39.0 19.3 17.6 19.0
Asia
West and
Central 3.1% 5.2% 3.5% 50.9 54.4 51.7 6.9 4.6 6.4 144.3 2255 163.1
Africa
Group Total 2.9% 5.2% 3.5% 27.7 29.7 28.2 20.8 27.6 22.3 82.6 129.0 92.9

. . . . . We are fortunate to report zero fatalities for 2019 and aim to achieve zero for 2020. We have also noted higher rates for female
employees in relation to absenteeism, injuries, disease and lost days. In response, we will conduct root cause analyses to better
understand these statistics. We will use 2019 data as benchmark for setting targets and monitoring progress.

Female <30yearsold 30-50yearsold >50yearsold

[aggregate] [innovate] [sustain]
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Cameroon

China

Ivory Coast

Indonesia

Malaysia

Thailand

Group Total

Injury Rate / Total hours worked

Calculation: Injury Rate = (Number of new cases of occupational injury x 1,000,000) / Total hours worked during a specific period

Cameroon
China
Ivory Coast
Indonesia
Malaysia
Thailand . 2017

Group Total . 2018

Lost Days / Total hours worked . 2019

Calculation: Lost Day Rate (Injuries) = (Number of days lost as a result of new cases of occupational injury x 1,000,000) /
Total hours worked during a specific period

[aggregate] [innovate] [sustain]

Our Group performance for Injury Rates in 2019 increased by years. Lost days were a result of accumulated recovery time
15% over previous year and is the highest in the last three years. from injuries sustained by workers at our operations. Injuries
The increase was driven by incidences at our African operations reported include insect bites, slips and falls, cuts and fractures,
with a number of reported field injuries from our rubber-tapping and contact with chemicals from activities such as fieldwork,
workers in Cameroon and operations-related injuries from our work at height, machine operation and rubber tapping. Guided
factory workers in Ivory Coast. by our EHS plan and strengthened implementation of HeveaPRO

standards and other health and safety management systems,
Our performance on Lost Day Rates showed a 40% increase we aim to reduce our group overall injury rates and lost days
compared with the previous year but is still below the reported from 2020. We will achieve this through strengthening EHS
rate in 2017. Our operations in Cameroon, Malaysia and accountability across organisational levels and delivering
Thailand reported a higher number of lost days than previous targeted training and education programmes to our site teams.

Travel Safety

As part of our commitment to workplace health and safety, Our partnership with International SOS also allows us
Halcyon also provides employees with medical, safety and to accurately locate our mobile workers and international
security expertise and emergency evacuation when travelling assignees in the event of an incident, to be able to respond
for business via International SOS, the world’s leading medical effectively and take appropriate measures to safeguard their
and travel security risk services company. This reinforces health and safety. Thanks to our digital travel risk mitigation
the health and safety of our mobile workers, international programme, we have implemented health and safety

assignees and their dependants by giving them access to management practices that identify, eliminate, mitigate, or
country-specific risk ratings, expert medical and travel security avoid foreseeable occupational health and safety incidents for
advice or referrals, and 24/7 assistance prior to travel, during all of our mobile workers and international assignees especially

when Halcyon has no control of the workplace(s) involved. This
forms part of our risk management strategy to fuel business
growth and productivity.

travel, and in the event of an incident.

2019 Global EHS Training Records

4,890
19,385

I

Physical Hazards

Biological/Chemical Hazards 3,399

8,148

Ergonomic Hazards RE

f

6,857

Fire Prevention and Protection 4518 28,522
Emergency Preparedness | — 1524
EHS Induction / Management
2,293
System Awareness / h 6387
Environment Protection . Sum of Number of Workers
. 1,331
First Aid 1,560 . Sum of Training Hours (All Workers)

In 2019, we continued EHS training programmes across our African, Chinese and Southeast Asian sites. A total of 21,149 workers
logged a total of 88,093 training hours. This is an average of four hours training per worker, an increase compared with 2.5 hours
per worker in the previous year. Preparedness training was mainly on fire prevention and protection followed by emergency
preparedness, EHS inductions and awareness, and first aid. For hazards, most training related to physical hazards such as working
at height, confined spaces, machine and tools operations, and road safety. Chemicals handling, Personal Protective Equipment (PPE)
usage and maintenance, personal hygiene and sanitation and proper posture and movement are some of the topics covered under
biological, chemical and ergonomic hazards training. Tracking our training activities will enable us to formulate effective policies
and practices supporting our global EHS roadmap.

§ o
NG

o
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Women's Empowerment

Female empowerment remains both an opportunity and social
challenge in many societies, and we recognise our responsibility
to accelerate gender equity and equality throughout our supply
chains.

Community forums provide large platforms to disseminate
messages of empowerment. Last year, our communities
held various celebrations such as International Women's
Day, African Women'’s Day and the International Day of Rural
Women. We continued our support for marital unions following
the memorable wedding of almost 60 couples in Cameroon
presided over by the Lord Mayor of Niete Sub-division, Mengue
Jean Jaures on the International Day of Rural Women in 2019.
Our support for these legalised unions ensures that the rights
of married women are given stronger protection. In addition, we

HALCYON AGRI - 2019 CORPORATE REPORT

plan to formalise birth certificates of unregistered children in
collaboration with the district's Social Affairs Department and
the Court of Kribi, Cameroon.

We continue to increase the scale of our drive to recruit more
women as we recognise the need for women to provide
additional income for their families to improve their quality
of life. More training programmes and childcare facilities
will be developed, freeing many women from the barriers
hampering their professional development. We will also focus
on campaigns fighting gender violence and sexual abuse.
We remain committed to support gender equity and equality
throughout our operations.

[aggregate] [innovate] [sustain]

Traceable Supply Chain

Traceability has become a fundamental requirement for the
natural rubber industry. Rubberway and HeveaTrace are tools
that help to identify and profile smallholder farmers to enable
greater transparency in the supply chain. While both tools
are different in their approach, they have the common goal of
ensuring a sustainable supply chain.

Rubberway is a smartphone application co-created by Michelin,
Continental and SMAG. It is designed to map sustainability
activities across the natural rubber industry by assessing
practices and risks relating to human rights, environmental
protection, social development, and source provenance. More
specifically, Rubberway’s overall assessment is obtained from
12 risk indicators:

Decent wage and minimum wage
Working hours

Workers' entitlement to rest
Presence and management of migrant workers
Child labour

Health and safety

Grievance systems
Environmental management
Biodiversity and deforestation
10. Land ownership

11. Agricultural training

12. Traceability and transparency

© No ok wbd =

©

2019 Rubberway results on the social and environmental risks of specific geographies in Thailand and Indonesia.

Country Region: Southern Thailand

Administrative
Division*

Jambi and South Sumatra, Indonesia

Overall
Rubberway
Assessment

|. Respecting
People

II. Protecting the
Environment

Il. Agricultural
Practices

IV. Supply Chain
Traceability and
Transparency

85 to 100 Minimal risk 65 to 84

Low risk Risk under control

Medium risk High risk

As of December 2019, Halcyon has rolled out Rubberway to
12 administrative divisions across Thailand and Indonesia,
reaching approximately 1,600 smallholder farmers in our
supply chain. The results provide a detailed breakdown of
geographic risks inherent in the locations we operate. From
human rights and social development indicators, we observed
that low rubber prices are affecting the incomes of smallholder
farmers and in many cases have resulted in reduced incomes
below legal minimum wages. We also observed a lack of access
to knowledge on best agriculture practices for farmers. This
poses supply chain risks as farmers are not able to optimise
tree productivity and thus enhance their yields.

Low yields directly translate to reduced incomes for farmers.
HeveaGROW training modules will address these issues for
farmers, especially in locations where this has been identified
as a risk. Biodiversity conservation and protection also poses
a supply chain risk as farmers are not made aware of the
importance to preserve biological assets. The training also

teaches farmers to maintain and clear land in a sustainable
manner without adopting illegal practices.

HeveaTRACE

Another initiative is HeveaTRACE. Developed by Halcyon, it
is a supply-chain traceability tool to map and provide data
from smallholder farmers to processing mills with key ESG
metrics. The tool aims to provide visibility and transparency
of the supply chain while achieving the UN Sustainable
Development Goals (SDGs). While Rubberway adopts a risk-
based qualitative approach to supply chain traceability and
transparency, HeveaTRACE provides a quantitative approach to
assess socio-economic and environmental issues within the
natural rubber supply chain.

Using CropIN’s smartphone based application, HeveaConnect
field staff traced and profiled 1,000 smallholder farmers in
Jambi province, Indonesia. Farmer plots were geo-tagged and
GPS coordinates captured together with qualitative information

4 For data privacy reasons, administrative divisions are represented numerically
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on the sub-districts and villages where farmers reside. The GPS
coordinates show the source provenance of natural rubber
being processed at Halcyon factories in Jambi. The farmers
were surveyed in various regencies to obtain a representative
sample size across Jambi. Information gathered from
smallholder farmers include family unit size, land area and
location, income levels and farm maintenance practices.
Any information gathered is kept confidential and secure.
HeveaTRACE aims to provide the information to meet upstream
traceability requirements of tyre companies and natural rubber
processors stated in their respective sustainability policies.

The results from the concurrent rollout of HeveaTRACE and
Rubberway have been complimentary. For instance, prolonged
low natural rubber market prices were equally reflected in both
rollouts as farmers struggled to secure sufficient incomes
to feed their families, send their children to school and pay
their utility bills. This translated to longer working hours in the
field, sometimes for up to six days compared with three days
previously. Both rollouts also indicated a need for technical
assistance to manage pests and diseases in the field. We found
that rubber trees were affected and destroyed by termites,
leaf blight and white root fungus disease but farmers lack of
knowledge about the application of fertilisers. The strong call
for agricultural training and assistance for smallholder farmers
resonated across both approaches. HeveaGROW will address
these issues via modular training videos on best agricultural
practices.

HeveaTRACE has also met its target of surveying 1,000
smallholder farmers from June to December 2019. The
data collected provided us with interesting insights. For
example, there were significantly more farmers obtaining
their income from multiple streams compared with a
single income stream from natural rubber in some regencies
than others. We also used the freely available Global Forest
Watch (GFW) Pro tool to conduct deforestation alerts, tree cover
loss and land conversion analysis on the smallholder farmer
plots and found that the deforestation alerts in August and
September 2019 correlated well with haze episodes.
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HeveaTRACE will now focus on impact monitoring and
measurement. Having traced farmers to source and developed a
database of their profiles and geo-locations, HeveaTRACE
would segment farmers based on their income profile and offer
targeted assistance. The identified farmers will be trained via
the HeveaGROW programme to improve agricultural practices
and secure better prices for their rubber. Where needed,
agricultural resources will also be provided to them. These
farmers can then adopt a collective selling model and transact
with factories through a collection station. This direct selling
method will enable farmers to secure higher prices for their
rubber without needing to go through and negotiate with
intermediaries. The impact of any training can be measured by
assessing the improvement in quality and Dry Rubber Content
(DRC) of rubber purchased at the collection stations. After this
pilot implementation, we will assess if this collective selling
model can be scaled up.

The HeveaTRACE questionnaire to profile farmers will be
expanded to address all other relevant sustainability policy
requirements of tyre companies and processors to make this
more suite. The data collected will feed into an ESG risk matrix
with an ESG risk score assigned to each regency.

Partnership for Sustainable and Traceable Supply Chain

We have been in partnership with a major tyre customer
since 2017 to pilot a fully traceable system for natural rubber
production in Kalimantan, Indonesia. As part of the programme,
a targeted group of smallholders in the pilot area are trained
to grow high-quality rubber in accordance with a set of
clearly defined sustainability criteria developed by a third-
party agency. A mobile application has been developed to
facilitate the collection and registration of farmers’ details and
to track transactions made. To safeguard the traceability of raw
material, a dedicated collection point was set up to support the
collection of raw material from these registered farmers. The
traceable raw material will be sent to our designated factory in
Kalimantan and be processed separately for delivery to the said
tyre customer. This pilot project exemplifies a 100% traceable
and sustainable natural rubber supply chain. Smallholders
who participate in this project are rewarded with better prices
compared to non-traceable raw material.

HeveaTRACE field representatives conducting interviews with smallholder farmers in Jambi, Indonesia.

[aggregate] [innovate] [sustain]

Smallholder Capacity Building (HeveaGROW)

HeveaGROW is an initiative by HeveaConnect focused on
curating and providing natural rubber smallholder farmers with
best agronomical practices to improve yields. Our engagement
with smallholder farmers through Rubberway and HeveaTRACE
in Indonesia has found that they lack information on good
agronomical practices but that they are eager to gain access to
these. HeveaGROW is the bridge to impart knowledge on best
practices to smallholder farmers. By collaborating with SNV, a
Dutch-based non-profit international development organisation
with strong expertise in farmer training and development within
the natural rubber industry, HeveaConnect is working to develop
digital content for smallholder natural rubber farmers.

We are working on five modules on Best Management
Practices (BMP) that address key elements of rubber tapping,
agroforestry, crop maintenance, pest management and natural
rubber storage and processing. By digitising training material,
we can offer this to a wider group. This would improve farmer
yields which translates to increased incomes and improved
livelihoods. Land stewardship is enhanced through sustainable
land clearing practices in line with the Group’s Sustainable
Natural Rubber Supply Chain Policy.

HeveaGROW's format using bite-sized modular videos offer
a more targeted approach to training and will allow easier
assimilation of knowledge. Trainers are able to quantify yield
improvement within specific periods and conduct analysis to
correlate it with income improvement.

HeveaConnectand SNV signed a Memorandum of Understanding
(MOU) in February 2019. SNV provided the training content and
framework with HeveaConnect adding technical and digital
expertise to shoot and curate the video series. Fieldwork for the
project commenced in October 2019, and the storyboard and
video for the first module were completed by the end of 2019.
Feedback was obtained from about 30 smallholder farmers
from Jambi province and incorporated into the final product.

HeveaConnect will continue to collaborate with SNV to complete
the creation of all modules in the first half of 2020. These videos
will be translated to other languages for interested stakeholders
to target farmers in other areas. The key goal of HeveaGROW
remains to impart best management practices to smallholder
farmers not only in Indonesia but in other rubber-producing
countries.

Video production crew filming HeveaGROW videos with smallholders in Jambi, Indonesia

Community Investment

Across our operations in West & Central Africa, China and Southeast Asia, we implemented various development and engagement
programmes with local communities. In 2019, we invested an estimated US$656,000 globally in these activities. Almost 50% of
this amount was spent on smallholder empowerment through skills training, contribution of equipment and planting material and
direct purchase of raw materials through programmes like the Outgrower Programme in Africa. Approximately 23% was spent
on education support through in-kind donation of school supplies and sponsorship of teacher wages. The rest of the funds were
spent on in-kind or as monetary donations to activities ranging from local cultural and religious activities, healthcare programmes,
sports for persons with disabilities, community financial assistance and infrastructure projects. We share notable examples from

our territories in this report.
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Cameroon

Corrie MacColl believes that accessible healthcare is key
to a thriving society. 2019 saw the coordination of several
large-scale awareness campaigns across our Cameroon
plantations, supported by the Cameroonian authorities that
aided communities in prioritising good health.

In advocating prevention over cure, we had a vaccination
campaign of 2,500 young children against Rubella and
Measles. We also conducted a Malaria awareness campaign
and distributed over 15,300 mosquito nets. Through educational
talks, games and interactive sessions, our health teams
encouraged more open dialogue surrounding the management
of health risks; an approach that resulted in over 2,000 people
participating in our 2019 HIV-AIDS awareness and testing
campaign. These initiatives add to the permanent community
facilities of two hospitals with ambulances and the 23 medical
dispensaries.

Participants in our campaign
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China

Our Chinese operations in 2019 heeded the call of United
Nations and the Chinese government to support a poverty
alleviation programme for a Mange village, a community located
in Yunnan Province. The project aimed to increase total income
through the provision of employment opportunities and raw
material purchase from villagers.

The project was completed in December 2019 with the following
outcomes achieved: (1) 20 jobs offered to villagers, (2) Direct
purchase of natural rubber raw material from Mange village with
avalue at almost 2 million Yuan, (3) Assistance in establishing
a purchasing site, and (4) In-kind donation of raw material
handling equipment. Moving forward, we will continue to work
with local governments to promote community investment
activities such as poverty alleviation at villages within our
communities.

Our Halcyon team inspecting raw material purchased from Mange Village
members

Southeast Asia

Halcyon Agri also supported the disabled community by
becoming the title sponsor of the International Wheelchair
Rugby Super Series 2019 in collaboration with BSF Asia,
a non-profit organisation that aims to improve the lives of
persons with disabilities through the power of sport and
play. Wheelchair Rugby is a Paralympic sport recognised by
the Singapore Disability Sports Council and is played in over
twenty-five countries around the world. Studies have shown that
Paralympic sports promote resilience, enhance self-esteem and
self-efficacy among persons with disabilities. The Super Series
aimed to promote these values and build awareness as well on
their greater inclusion in society.

The Super Series was held throughout the year across Malaysia
(Ipoh), Indonesia (Bali and Palembang) and finally Singapore
which hosted the finals matches. Cheered on by their families
and friends, teams across Indonesia, Malaysia, Europe and
Singapore played against each other and displayed great
sportsmanship and camaraderie.

Almost a hundred of our staff volunteered their time to assist
the match organisers, BSF Asia. At least 1,400 volunteer hours
were spent to ensure the success of each match. The event not
only provided a bonding experience for the players and their

loved ones but also gave our employees and their families a
source of inspiration from witnessing the players’ determination
despite their disabilities.

Indonesia against Europe at the semi-finals match

[aggregate] [innovate] [sustain]

Indonesia

We initiated a health campaign in one of our Palembang
factories targeting staff and their families living in company-
provided housing. Factory management initiated this to build
a spirit of cooperation and shared responsibility in hygiene
and cleanliness.

The team launched two programmes with the themes “My
House is a Healthy Home” and “Green My House” in 2019.
The programmes were launched as competitions, with factory
management setting participation rules and sponsoring
materials and equipment for cleaning and decorating housing
blocks. Judges then conducted inspections and chose the
winning blocks with the winners given cash prizes.

Beyond holding the competition, the campaign was successful
in promoting cleanliness in and outside of the home and building
good hygiene and healthy living habits for our employees and
their families. A spirit of neighbourliness was also observed as
families came out to clean common housing areas and set up
of a community pharmacy. The factory also saw an estimated
70% reduction in annual contracted maintenance and cleaning
costs as a result of the campaign. The plan is to introduce this
programme to other factories in our group.

Image of housing blocks before and after the competition

Malaysia

As a matter of company policy, our plantation teams regularly
interact with neighbouring stakeholders including other
companies and villagers. These interactions aim to understand
common concerns or issues. At our estate in Malaysia, we learned
that a bridge used by our plantation team and stakeholders was
in a state of disrepair. In response, we engaged in a concerted
effort with local officials and villagers and a timber company
to rebuild the bridge.

In-kind contributions were made with the timber company
providing logs, Halcyon supplying heavy equipment and
construction material, and villagers providing manpower. A
temporary wooden bridge was built first to allow continued
access for all users while an iron bridge will be built by the
end of 2020 for permanent long-term use. The collaboration
provided mutual benefits for all parties as it will provide a
commuting route for local villagers and strategic access for
companies such as Halcyon who have operations in the area.
The collaboration will continue to ensure regular structural
monitoring and inspection of the bridge.

Temporary bridge in the foreground taken in August 20719

Thailand

In our Thai operations Teck Bee Hang (TBH), our team initiated
a supplier engagement workshop in partnership with our
customer, Bridgestone. The workshop aimed to raise awareness
on the benefits of good quality rubber and issues arising from
raw material contamination.

Over 50 dealer representatives attended the one-day workshop
which was delivered by Bridgestone and TBH. For dealers and
farmers, good quality rubber can command a better price. For
processors and customers, good quality rubber means less
water and electricity consumption and waste generation in the
production of tyres.

TBH, together with Bridgestone and dealers aims to reach out
to farmers and build awareness on the negative effects of
contamination and promote mutual benefits of ensuring good
rubber quality across the supply chain.

Workshops participants listening to presenters from Teck Bee Hang and
Bridgestone
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CASE STUDIES

Outgrower Programme

The Outgrower Programme is our latest strategic measure in
improving the livelihoods and economic viability of the rural
communities that border our plantations. The objective of
the programme is to educate and empower smallholders in
possession of degraded or fallow land and assist them to
create multi-crop farms around a core of natural rubber. The
guaranteed purchasing of raw material and the teaching of
agronomical best practices will create sustainable employment
and strengthen rural economies.

The programme was first launched in Cameroon with

the participation of approximately 13,000 Cameroonian
smallholders. 27,000 hectares of land has been earmarked,
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with an initial development of 750 hectares in 2019. Land
within High Conservation Value or High Carbon Stock areas
are exempted, and appropriate land deeds were secured prior
to development. To ensure best practice and to adhere to
our SNRSCP all candidate-smallholders must undergo rigorous
sustainability assessments while the independent Cameroon
Sustainability Council has full oversight of the programme.

Based on an integrated farming model, rubber trees are
intercropped with plantain, maize, red bean, watermelon
or groundnuts, and combined with livestock of fish, pigs or
chicken. This model brings opportunities for food security and
trade between farmers.

Years 1-3 Intercrop with Plantain, Maize, Red beans, Groundnuts or Watermel
Rubber trees : 8m x 2.5m

Fish x 300 head '

Chicken x 150 head
(0]
Pig x3 head

¢

.w
-4
X
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Smallholder Financing Study

The natural rubber industry is supported by approximately
six million smallholder farmers mostly in remote regions
of developing economies. Living and working conditions of
these farmers vary greatly depending on their geographical
location. At current prices, it seems that the average monthly
earnings of a smallholder farmer in Indonesia is typically US$85,
representing less than 50% of the country’s minimum wage.
This is neither acceptable nor sustainable over the long term,
both in terms of farmer remuneration as well as security of
future rubber supply.

HeveaConnect entered into a partnership with United States
Agency for International Development Green Invest Asia (USAID
GIA) in February 2019 to commission a study to understand
smallholder economics in the natural rubber supply chain
in Indonesia. The study aims to gather information required
to design a mechanism to finance smallholders producing
rubber at scale. The study will quantify the need for finance in
replanting rubber trees on smallholders’ plantations, identify
obstacles currently hindering financing, assess the trade-
offs in alternative financing mechanisms and review the
role of agents and intermediaries in the value chain. The
study is conducted jointly by a group of stakeholders which
include USAID GIA , HeveaConnect, Financial Access and SNV
Indonesia (SNV). The study report will be shared publicly in
2020.

A pioneering study focused on smallholder livelihoods in
Indonesia, this project brings together various stakeholders
within the natural rubber supply chain looking to evaluate
the feasibility of a self-sustaining financial model to enhance
natural rubber farmer livelihoods in Indonesia. The outcomes
of this study are critical as the low natural rubber market
prices witnessed in 2019, has, together with the lopsided price

disparity between farmers and dealers for rubber, pushed many
farmers in Indonesia to depressed earnings and be saddled in
debt. There is therefore an urgent need to address inequality
within the natural rubber supply chain.

The outcomes of this study will be put to test in a planned
pilot second phase. The key intention would be to determine if
the financial model derived from the study is feasible and has
the potential to be scaled up. In the first half of 2020, USAID
GIA and the other stakeholders involved in the project will be
approaching potential donors to raise initial funds for the pilot
rollout.

The study is based on desk research and supplemented by
interviews with collection intermediaries, processors, banks,
MFls, service providers, potential donors and NGOs. Some of the
desk studies involved value chain mapping, exploring various
sustainability standards linked to natural rubber, examining
the ESG risks within the natural rubber supply chain, existing
finance for smallholders and the role of offtake agreements.
Surveys were carried out with about 250 smallholders and
other stakeholders in Sumatra and Kalimantan and involved
collection of key socio-economic data pertaining to their family
size, income derived from natural rubber, income from other
activities, types of agricultural material and clones used and
knowledge of the natural rubber market.

The portion of the study focused on the development
of smallholder financing model with data gathered from
farmer surveys. The detailed level of data collected has
provided accurate insights for the development of a financial
model. This information was fed into a fund structuring and
design for a pilot rollout.




Cameroon Sustainability Council

In April 2019, our Group established the Cameroon Sustainability
Council (CSC), an independent body that brings together
international, multi-stakeholder individuals along the value chain,
uniting over a progressive agenda of ecological conservation
and socio-economic development. The Founding Members
represent leading institutions in business, politics and NGOs
who are deeply committed to monitoring the implementation
of the Group’s Sustainable Natural Rubber Supply Chain Policy
(SNRSCP) and other external party recommendations.

PLANET

The Council will act independently of management and
shareholders, and has extensive rights of information,
consultation and initiative. Civil society on the Council is
represented by Mighty Earth and Community Forests Platform
(PFC). Mighty Earth, a global pro-environmental NGO, and PFC,
a Cameroonian national civil society representing over 50 local
NGOs, will help the Council guide sustainable, community-led
rubber production in Cameroon. This collaboration emphasises
discussion and input at local level — and ensure that indigenous
and local communities have a voice in all council decisions.

More information about CSC is available at https://www.corrie-maccoll.com/cameroon-sust-council/

Formation of Community Forest

In June 2019, we announced the formation of our 25,000
hectare Community Forest within the Sudcam concession — a
land space equal to four times the size of Manhattan Island.
A legal boundary has been established around the Community
Forest perimeter and working with local and international NGOs
and the Cameroon government, this permanently protects
the land and its ecosystems. The Forest also ensures that
indigenous communities have continued access to forest
resources. Employment opportunities will be created for local
people in the management of the land, which is strategically
governed by the Cameroon Sustainability Council and other
specialist agencies.

The Community Forest runs adjacent to the UNESCO World
Heritage Dja Faunal Reserve, home to many species of

State-of-the-Art Factory and Laboratory

Motivated by our ambition to supply responsibly-produced
rubber, we constructed a state-of-the-art factory and laboratory
in Sudcam, Cameroon. Factory operations will commence from
first half 2020 with an estimated annual production capacity
of 45,00 mT. The Sudcam factory is expected to produce 75%
centrifuged latex and 25% cup lump grades certified against
HeveaTRACE and LatexPRO processing standards. The 1,200
audit-point certification will ensure the highest standards
of quality, worker safety and environmental sustainability.
With the adoption of heightened efficiency measures and
installation of advanced equipment such as centrifuges, the
factory is expected to consume energy efficiently and minimise
generation of waste. Other features that distinguish the factory
include:

- Advanced effluent treatment systems to target zero effluent
discharge

- Rainwater collection systems on the roof and factory
surroundings to minimise water required from surrounding
rivers

conservation concern, including vulnerable forest elephants
(Loxodonta Cyclotis), endangered chimpanzees (Pan
troglodytes) and critically endangered western lowland gorillas
(Gorilla gorilla) - classified according to the IUCN Red List. The
independent Cameroon Sustainability Council ensures that the
Reserve's animals remain unaffected by our activities.

In support of conservation efforts, we signed a five-year
convention in 2018 continuing our assistance since 2013 in
the fight against poaching at Dja Reserve. Activities supported
by our assistance include biodiversity monitoring, anti-poaching
patrols, staff training and local community engagement.

With 70% of our Cameroon plantation to remain non-planted
- including 8,000 hectares of High Conservation Value (HCV)
and High Carbon Stock (HCS) land — our conservation efforts
at Dja Reserve aim to protect the unique habitats and species
that exist in the Congo basin.

- Solar panels installed to power the office
- Green corridors and soil erosion control

Technical expertise is provided by the Group’s Ohio, USA
based Momentum Technologies Laboratories (MTL) to the on-
site natural rubber and latex laboratory. Planned as an extension
of the Ohio facility, MTL oversees equipment selection, training
and certification of the Sudcam laboratory. Development of this
modern and state-of-the-art factory and laboratory will enable
the Group to host research and development activities such as
specialty products and formulation testing.

Sudcam factory’s raw material output will be 100% traceable
as supply will be provided by the Outgrower Programme.
Furthermore, the plantation’s sustainability practices are
overseen and governed by both local and international NGOs, as
well as the Cameroon Sustainability Council. With raw material
set to feed the modern factory — flanked by the state-of-the-art
laboratory — Sudcam will solidify Cameroon as a producer of
certified sustainable, quality rubber and latex, produced to
individual customer requirements.
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Water Use Trends
(2017 to 2019) (‘000m?3)

Water Consumption and Management

Over 90% of our group’s water consumption occurs at our rubber processing sites. This is because large volumes of water are
required to remove physical impurities from rubber to meet quality requirements. With most of our factories located in urban or semi-
urban areas and with the looming threat of climate change to our communities, it is crucial for us to manage our water resources
responsibly. Our processing sites draw water primarily from surface water bodies and discharge them back to the same source.

20,020
Surface water consumption is supplemented by drawing from local water utilities where available®. Through teams across sites, we e _ _
actively track our water consumption in our processing sites as frequently as on a shift basis. Total
Consumption _ ' _
k) Wat(;r Consqmpélvttm Dy Source 2019 Water Discharge Destination 20,564
(Processing Sites) (Processing Sites) = =
Ground Water
Waste Water
Treatmeant Facilities
Municipal 4 | —
Water Supply Total 9423
Discharged
Total — '
Surface Water Recycled
. . 6,804

At our plantations, we mainly source from ground and surface I

water, as these sites are largely located in rural areas. Water

is consumed for domestic use at staff housing facilities and

watering activities across our planted estates. Sewage is - - -

2019 Water Consumption by Source collected through septic tanks and maintained regularly by 2019 2018 2017

(Plantations) plantation teams. Discharge from other domestic uses and
watering activities return back to groundwater or surface water
in accordance with local effluent limits

Water Use Trends (2017-2019) (in thousand cubic meters)

Surface Water
Through the years, we have endeavoured to reduce our Recycling Rate (Water Recycled / Water Consumed) 33% 34% 43%

reliance on freshwater sources as this not only supports eco-
efficient behaviour but also realises cost efficiencies in our
operations. Through implementing our HeveaPRO standards on
environmental management and educating our factory teams
on responsible water management, we have realised a gradual
improvement in our group-wide water recycling rates from 33%
in 2017° to 43% in 2019.

Over a three-year period, we experienced an increase in total
water recycled and a reduction in total water consumption. This
is attributable to the application of our Halcyon Data Centre

Ground Water (HDC). More than just a reporting tool, HDC allows factory
teams to track their operational performance — including water
consumption data — and set targets. As a result, our site teams
have become more aware of their resource consumption and
take proactive steps in improving efficiency In 2020, we aim to
reduce our total water consumption by 5% and will continue
our efforts to improve our water consumption efficiency over
the long term.

56Data differs from past reports due to enhanced data analysis
I 14 i
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Water Stewardship Action Learning Project in PT Hok Tong, Jambi

The Action Learning Project (ALP) of the Global Agribusiness
Alliance (GAA) was a collaboration between AWS Asia-Pacific
Indonesia (AWS A-P Indonesia), Halcyon, and HeveaConnect.
This project provided an opportunity for HeveaConnect to
set standards for sustainably-processed natural rubber and
promote the uptake of good water stewardship in the water-
intensive rubber sector and enable informed decision-making.

The ALP consisted of two components: 1) An AWS assessment
of Halcyon'’s factory in Jambi and 2) A survey of all Halcyon
rubber processing sites in Indonesia. The site-level AWS
assessment focussed on the first two steps of the AWS
Standard, to provide the site and company with insights into
readiness for AWS certification and provide recommendations
at site level to improve water-related performance.

AWS A-P collaborated with engineering firm PT Witteveen+Bos
Indonesia as part of this assessment. As this ALP was geared
towards a pilot case to improve water stewardship at site
and company level, the gap analysis was strengthened with
additional data gathering, analysis and recommended actions.

RAISE AWARENESS KEY PLAYER TO DRIVING CHANGE
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The assessment provided:

1) insights into current gaps according to the AWS core
indicators,

2) recommendations on how to tackle gaps, and

3) additional analysis and recommendations on site and
catchment data.

The assessment provided insights on water risks and
opportunities, water quality and regulations, and multi
stakeholder collaborations. Stakeholders were identified
through research and interviews with various site staff.
Stakeholders such as government, private sector, civil society
organizations and other water users of the site were mapped
against their level of influence to the site and the impact of
the site to their activities. The resulting analysis provided
recommendations on ways to engage these stakeholders.

A site water balance was also
established to identify and map each

Rubber Smallholder main water flow and water storage
Famers (Supplier)

component on-site. The water flows
of the site were divided into two
parts: office and factory. It was found
that the largest component in water
consumption for the site was the water
used in the factory, which is catchment

Influence of site on stakeholder

WATER IN WATER OUT

River Water +  Steam and evaporation
+  Spills on the factory floors moving towards drains and direct discharge to the river

+  Flushing of toilets in the factory
- Discharge of waste water from the factory and discharged to the river

Waste water, which is partially re-used
after treatment in WWTP

Same as above

PDAM water

Discharge of waste water via septic tanks and ground water infiltration
Discharge via a drainage system to the WWTP of the Factory

Bottled water for drinking water

Via toilets in office building and factory. See above

Rain water

Discharge via surface runoff and drainage system in workshop
Discharge of waste water via septic tanks and ground water infiltration

Note: PDAM (Perusahaan Daerah Air Minum or the Indonesian regional water utility company)

[aggregate] [innovate] [sustain]

Water consumption in the catchment remained well below water yield, which indicates sufficient water availability throughout the
year. The water intake accounted for a total estimated amount of approximately 1.14 million m® of water per year. Technical findings
for the site included the need for flood protection, improvement in septic tanks, storage and use of rainwater and optimisation of
wastewater treatment process to enable cost savings. Shared water challenges included climate change, stricter environmental
water regulation and low access to Water, Sanitation and Hygiene (WASH). Indirect water was found to potentially pose the highest
legal and reputational risks.

The survey for all the rubber-processing sites was organised around four main topics and sets of sub-questions as presented in
the chart below. These provided insights into site perceptions on water risks, water infrastructure and functioning, the extent of
site-level interventions related to water, and the sites’ interest and ability to improve environmental performance related to water.

Perfomance Based on Certification
Catchment Water Risk and Acess to WASH

SITE PERCEPTION SITE LEVEL INTERVENTIONS
Site and catchment water risks Reduce water consumption
Environmental performance Increase water recycling
Stakeholder relations Reduce waste water discharge

WATER INFRASTRUCTURE AND INTEREST AND ABILITY TO IMPROVE
FUNCTIONING Environmental performance

Water intake system Opportunities and challenges for
Water storage system ‘ improving

Water and waste water systems
Water processing infrastructure
WASH facilities on site

Participate in water at catchment level
Existing capacity and increasing capacity

The next steps for Halcyon factories would involve focusing on legal compliance, monitoring water consumption and identifying
cost-saving measures. Engaging with key stakeholders, targeting mainly local government and rubber farmers to gather catchment
data, assessing opportunities for collaboration, and strengthening existing initiatives related to water is key. Further studies can
be undertaken to analyse embedded water risks in rubber growing areas providing supplies to our factories and to integrate more
in-depth analysis of water risks and opportunities in the overall strategy for the management of rubber processing sites.
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Energy Consumption and Intensity

Terajoules (TJ)
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Electricity

Solid Fuels (Coal)

Greenhouse Gas Emissions and Intensity
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Purchased Electricity
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Energy and GHG Emissions Intensities

Energy consumption in Gigajoules per mT of product
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T~1.758

Biomass
(Palm Kernel)

2018

Natural Gas
(Scope 1)

Biomass —Palm Kernel

(Scope 1)

| 2017
1.797

.

.

| 2018
1.803

Gigajoules (G) / tonne of product

Liquid Fuels
(Diesel, Petrol)

Energy Intensity

tCO% / tonne of product

Liquid Fuels — Diesel,
Petrol (Scope 1)

GHG emissions
intensity

| 2019
1.758

GHG emissions in tCO2e per mT of product

0.236

0.225

0.221

GHG emissions in tC02e per USS$'000

0.097

0.09

0.097
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Energy consumption

Producing natural rubber requires significant energy input
across various sources. To maintain operational continuity,
we consume multiple energy sources where it is locally
accessible and reliable. Electricity consumption is measured
through metered connections from the national grid. Site teams
measure fuel consumption through duly-calibrated meters
and weighing scales and reported to our company’s central
data centre.

Our largest energy source is from purchased electricity
comprising about 38% of our requirements across the years.
The next significant contribution comes from natural gas used
primarily for drying process at our factories. With access to
biomass (palm kernel) in Indonesia, we steadily increased its
application for our dry process infrastructure, supplementing

fuel and gas consumption over time. As of 2019, biomass
consumption stood at 10% of our total energy needs, up from
4% in 2017. Our liquid fuels, mainly diesel, are used for dryers
and on-site generators either for back up purpose or as main
electricity source at off-grid locations.

Across our plantations, the primary energy source is liquid
fuels mainly diesel and petrol. This contributed to a notable
increase in diesel consumption in 2019 compared with previous
years. On coal consumption, we experienced higher production
volumes at our Chinese factories which caused a slight increase
in consumption and emissions in 20197.

Overall, we report steady improvement of our energy intensity
over the last three years at 1.758 GJ of energy consumed per
mT of natural rubber produced from our operations in 2019.

Greenhouse Gas (GHG) emissions

Climate change and global warming remains a key concern
across our supply chain. We are committed in reducing our
emissions over the long term. Our greenhouse gas emissions
calculations applied guidance from The Greenhouse Gas
Protocol®. Fuel emission factors for each reported year were
taken from the UK Government GHG Conversion factors for
Company Reporting® while grid emission factors were obtained
from Trucost.

The largest contribution to total emissions comes from our
Scope 2 emissions (purchased electricity) with an average of
70% across the years. Scope 1 emissions (direct emissions)
account for about 30% with natural gas, liquid fuels and coal
accounting for 12%, 11% and 7% respectively in 2019. Biomass
use contributed to approximately 0.2% of GHG emissions.
Emissions from natural gas reduced gradually from 2017 due
to reduced consumption. Liquid fuels consumption increased
in 2019 with the reporting of fuels use from our plantations.

Emissions from coal consumption increased contribution
slightly (0.7%) in 2019 compared to 2018 but remained within
the 6 to 7% range across the years.

We reported 2018 as our base year for GHG emissions in
our previous report. As we improve the robustness of our
reported data, we are considering applying an average of annual
emissions over a few years as a base figure. Such averaging is
in line with guidance provided in The Greenhouse Gas Protocol.

GHG emissions intensity decreased steadily over the last three
(3) years with 2019 at 0.221 tCO?% per mT of product. When
compared on a per revenue basis, our average intensity from
2017 t0 2019 is at 0.095 tCO% per USS'000. Overall, we attribute
reduction of our emissions on a per product basis from dryer
retrofitting initiatives in the past several years. Retrofitting of our
dryers provides the ability to combust natural gas or biomass
alongside or as a replacement to liquid fuel (diesel). The case
below reports on our experience with biomass fuels.

Biomass: Towards decarbonising our processing operations
In line with our support for the UN SDGs and our sustained
push towards decarbonising our energy portfolio, we steadily
increased the number of factories adopting the use of biomass
(palm kernels) in their operational processes. Currently, eight of
our factories in Indonesia fuel their dryers by palm kernels, with
the first biomass heat exchange system implemented in 2010.
The current average market price of palm kernel is about US$
45 dollars per mT. This offers a cheaper fuel option compared
with diesel, natural gas, coal and electricity from the grid.

7 Data differs from past reports due to enhanced data analysis

Operational efficiency is not compromised as the burners
require an average of 110 kg of palm kernels to dry 1 mT of
Standard Indonesia Rubber (SIR). Therefore, for a production of
4000 mT of dry rubber, only about 440 mT of palm kernels are
required. Production of large volumes of rubber is supported by
the processing capacity of the heat exchange systems. With an
average production capacity of 5.3 mT of SIR per hour, our palm
kernel based heat exchange systems are well placed to meet
high volume production demands with no quality compromise.

8World Business Council for Sustainable Development (WBCSD) and World Resource Institute (WRI). The Greenhouse Gas Protocol: A Corporate Accounting and Reporting

Standard. Revised Edition. Source: https://ghgprotocol.org/corporate-standard

9 Source: https://www.gov.uk/government/collections/government-conversion-factors-for-com
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Our modelling studies have shown that palm kernels contribute
significantly towards carbon emissions reduction. Comparing
an energy portfolio comprising grid electricity and diesel with
a portfolio comprising grid electricity, diesel and palm kernels,
there is an observable reduction of approximately 30% in the
carbon emissions intensity for the production of per mT of
dry rubber. More significantly, there is an approximate 60%
reduction in absolute emissions for the production of per
mT dry rubber. Not only do palm kernels present an option of
enhanced efficiency and cost savings, they also play a huge role
in decarbonising our operational energy portfolio.

Kelvin Terminals: Greening the largest latex terminal in Europe
Following a €3.2 million investment, Kelvin Terminals in
Terneuzen, the Netherlands completed their largest expansion
in over 50 years to become the largest latex-dedicated
storage facility in Europe. The latex terminal accommodates
approximately 20 trucks per day with capacity at 6,500 mT
and 1,700 mT of natural and synthetic latex respectively.
The expansion offers a wider range of capabilities that will
support both our general commodity latex business and
our diversification into the niche and premium grades that
customers increasingly request. The investment represents
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In the coming years and in line with our emissions reduction
plans, we will assess operational feasibility and transit more
of our factories to incorporate palm kernels in their fuel
mix. Furthermore, we target a reduction in our total energy
consumption by 3% in 2020. This target aims to positively affect
our overall GHG emissions performance.

Corrie MacColl's commitment to offer customers a best-in-
class support facility.

In 2019, the terminal completed installation of 126 solar
panels on the roof of the new tank hall, with output capacity of
51,000 kWh per annum, providing the terminal the capability of
producing close to 100% of electricity needs of site operations.
This also supplements the installed air-source heat pumps that
cut the site’s dependence on liquid fuels.

[aggregate] [innovate] [sustain]

Waste, Chemicals and Effluent Quality

In line with our SNRSCP commitment to protect ecosystems,
we present our performance across waste management,
chemicals use and effluent quality. Reducing our negative
environmental impact across terrestrial and aquatic resources
are of paramount importance. For waste management, we

report our waste generation and recycling quantities. For
chemicals use, we report on our consumption intensity with
the long-term aim of consuming less chemicals per mT of
natural rubber produced. On effluent quality, we report on our
performance across the Group.

Waste Generation, Recycling and Reuse (Processing)

2,867

2,812 11,487

10,237

Tonnes of waste generated

Hazardous Non-hazardous Sludge
waste waste Generated

Rubber processing generates significant volumes of waste
particularly from wastewater treatment. Sludge, a by-product
of wastewater activity, contributes 65% to 70% of total waste
by mass. Classified as non-hazardous, sludge possesses
soil composting potential due to its organic matter content.
Thus, it is a practice across our sites to have the sludge used
by local smallholders for their farming requirements. Other
non-hazardous waste sources come from physical impurities
removed from raw material during the cleaning process.
Impurities include forest debris, soil, plastic and metal bits.
Typical recycled items include packaging waste, paper and
metals. Hazardous waste is generated from spent chemicals,
used chemical containers, oils, oily rags and lubricants. Our

10 Data differs from past reports due to enhanced data analysis.
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Waste Sludge
Recycled Reused

sites collect these and store them appropriately before being
sent to licensed hazardous waste collectors and treatment
facilities.

Our performance on waste management is mixed over a two-
year period'®. We observed an increase in hazardous waste and
sludge while a decrease was reported in non-hazardous waste
in 2019. Sludge reuse is fairly constant across the two years.
Our waste recycling performance unfortunately decreased in
2019. Guided by our SNRSCP commitments and Group EHS
plan, we will strive to reduce waste and increase reuse and
recycling efforts across our operations.

B
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Ivory 5 5-8.5 Ivory 128
Plantations Coast Coast

Fungicides, Malay5|a MalaySIa

Herbicides and ; .

Pesticides Thailand “ Thailand ---
BOD "2 2017 2018 2019 Limits TSS 2017 2018 2019 Limits
Chemicals for (mg/L) (mg/L)

Latex Concentrate _ “__
E I I I I = I S
Coast Coast

‘ 2017 ‘ 2018 ‘ 2019 ‘ Limits

The chart above illustrates our use of chemicals and their
consumption intensities across processing and plantation
activities in 2019. For plantations, we use mainly solid state
fertilisers, while fungicides, herbicides and pesticides are
primarily in liquid form for application across our estates.

For our processing sites, both solid and liquid chemicals are
used in the production of crumb rubber and latex concentrate.
Ammonia, formic acid and Deorub solutions represent most
of the liquid chemicals used. Ammonia is used for latex
preservation while formic acid aids in latex coagulation.
Deorub application helps to mitigate odour in processing sites.

Hydrated lime, hydroxylamine sulphate and caustic soda are
the largest contributors to chemicals use in solid form at our
processing sites. Hydrated lime prevents processed rubber
sheets from sticking together. Hydroxylamine sulphate is use
for latex grades requiring constant viscosity while caustic soda
application helps to remove contamination from moving parts
in contact with latex raw material.

We aim to improve our consumption intensity over time in line
with our commitment to our SNRSCP.

[aggregate] [innovate] [sustain]
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4 BOD testing is not required by local government if COD testing is already conducted.

Effluent Quality

During the course of 2019, we experienced a setback in
effluent quality standards at our Cameroonian and Ivory Coast
operations. Due to positive historical compliance records in
Africa, we chose to postpone previously planned desludging
works and capital expenditure in response to the challenging
market conditions. Unfortunately, the result of this was more
significant than anticipated.

Remedial measures have since been taken by our local teams in
conjunction with local government authorities. In the Ivory Coast,
we have commenced major desludging works in early 2020.
Additionally, we are installing a new Activated Sludge System
with wastewater recycling capability in Cameroon, which will
be operational before the end of 2020. These initiatives are
in motion at the time of publishing this report and we expect
to be in full compliance with local environmental regulations
before the end of 2020.




CERTIFICATIONS AND STANDARDS

In support of our mission statement to develop a world-
class organisation serving the rubber industry, we adhere to
various international certifications and standards across our
plantations, processing and distribution assets. A significant
number of our sites are certified against quality (IS09001),
environmental management (ISO14001), occupational health
and safety (OHSAS 18001/1SO 45001) frameworks as well as
specific certifications such as ISO 17025. Our processing sites
are also HeveaPRO-certified, covering the pillars on Quality,
Environment, Health and Safety (EHS), Supply Chain Security

HALCYON AGRI - 2019 CORPORATE REPORT

We discontinued the use of Silver, Gold and Platinum rating
system as we found it minimally effective in driving continuous
improvement. For instance, many factories were found to be
content with their Silver & Gold ratings and lacked motivation
to obtain Platinum rating. To address this, we transited towards
focusing on raw HeveaPRO audit scores to benchmark
processing facilities. Through this, we hope to drive our
processing factories toward the highest HeveaPRO scores
possible. As a group, we remain committed to continuous
improvement and best-in-class operations through our various

and Social Responsibility.

international standards and certifications.

Factory OHSAS18001/
Countr Site Name Location 1IS09001 ISO14001 HEVEAPRO
d Code 1S0450071
. . PT Hevea
1 Indonesia Processing MKl SDR Palembang Y Y Y
PT Hevea
2 Indonesia Processing e SEA Palembang Y Y Y
. . PT Hok Tong
3 Indonesia Processing . SCX Palembang Y Y Y
Plaju
. . PT Hok Tong
4 Indonesia Processing SGO Palembang Y Y Y
Keramasan
5 Indonesia Processing PT Remco SDQ Palembang Y Y Y
X PT Sunan
6 Indonesia Processing SCY Palembang Y Y Y
Rubber
7 Indonesia Processing PT Remco SBG Jambi Y Y Y
8 Indonesia Processing | PT Hok Tong SCL Jambi Y Y Y
9 Indonesia Processing | PT Hok Tong KAZ Pontianak Y Y Y
. . PT Rubber
10 Indonesia Processing . SDH Medan Y Y Y
Hock Lie
. . PT Rubber Rantau
11 Indonesia Processing . SCM Y Y Y
Hock Lie Prapat
PT Pulau
12 Indonesia Processing . . SAR Bintan Y Y
Bintan Djaya
. . PT GMG )
13 Indonesia Processing KBM Pontianak Y Y
Sentosa
PT Bumi
14 Indonesia Processing KBQ Tanjung Y Y Y
Jaya
PT Sumber
15 Indonesia Processing Djantin unit KBP Pontianak Y Y Y
Sanggau
PT Sumber
16 Indonesia Processing Djantin unit KBE Pontianak Y Y Y
Sambas
. PT Sumber .
17 Indonesia Processing o KAB Pontianak Y Y Y
Djantin

[aggregate] [innovate] [sustain]
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19

20

21

22

23

24

25

27

28

29

30

31

32

33

34

Country

Indonesia

Processing

Site Name

PT Sumber
Alam

Factory
Code

KBD

Location

Pontianak

1S09001

1S014001

OHSAS18001/
1S045001

HEVEAPRO

Malaysia

Processing

Hevea KB
1&1l

HL1

Ipoh

Malaysia

Processing

Euroma

JJ

Kedah

Thailand

Processing

Teck Bee
Hang

H1T

Thung Song

Thailand

Processing

Teck Bee
Hang

H2Y

Yala

Thailand

Processing

Teck Bee
Hang

H6N

Narathiwat

Thailand

Processing

Teck Bee
Hang

H7P

Pattani

Thailand

Processing

Teck Bee
Hang

H8S

Suratthani

China

Processing

Hainan
Sinochem
Rubber

CX (1A1B)

Hainan

China

Processing

Xishuang
Banna
Sinochem
Rubber

BX
(1A1B,1C)

Yunnan

China

Processing

Xishuang
Banna
Sinochem
Rubber

BX2M

Yunnan

China

Processing

Xishuang
Banna
Sinochem
Rubber

BX3T

Yunnan

China

Processing

Xishuang
Banna
Sinochem
Rubber

BX4L

Yunnan

China

Processing

Xishuang
Banna
Sinochem
Rubber

BX5R

Yunnan

Africa

Processing

Tropical
Rubber Cote
d'lvoire

SDCI-A

Cote d'lvoire

Africa

Processing

Ivoirienne De
Traitement
du
Caoutchouc

SDCI-B

Cote d'lvoire




CERTIFICATIONS AND STANDARDS

Supply ) Factory . OHSAS18001/ 43
Countr Site Name Location 1ISO9001 1ISO14001 HEVEAPRO 9
y Chain Code 1S045001 <
c
: Processing Hevea HVC / a
35 Africa ' Cameroon Y Y =
& Plantation Cameroun HVC-P =
36 Africa Plantation Sudcam SUD-P Cameroon <
37 Malaysia Plantation JFL JFL Kelantan Cerfified MSPO for QOil Palm
L Kelvin Not
38 Netherlands | Distribution . . Terneuzen Y Y Y
Terminals Applicable
United
Alan L. Grant Not Norfolk,
39 States of Distribution Y
i Polymers Applicable Virginia
America
o Not
40 Germany Distribution | Centrotrade . Eschborn Y
Applicable
L Wurfbain Not
41 Netherlands | Distribution . Zaandam Y
Polymer B.V. | Applicable
United Momentum -
e}
42 States of Distribution | Technologies . Ohio 1SO 17025
. . Applicable
America International

ISO9001: Quality Management System

ISO14001: Environmental Management System

OHSAS18001/1S045001: Occupational Health & Safety Management System

ISO17025 : Technical competence on quality management system for testing and calibration laboratories
MSPO : Malaysian Sustainable Palm Oil Certification

Halcyon's Website: https://www.halcyonagri.com/what-we-do/natural-

Address: 180 Clemeanceau Avenue #05-02 Haw Par Centre Singapore
rubber-supply-chain/

Our Commitment for Sustainable Natural Rubber
Sustainable Natural Rubber Supply Chain Policy (SNRSCP)

Halcyon Agri Corporation Limited
Driving the Sustainability Agenda

Corporate Information
Your Source of Mobility
Where Does Our Rubber Go
Halcyon at a Glance

Your Source of Mobility
Where Does Our Rubber Go

Halcyon at a Glance
Halcyon at a Glance
Our Global Footprint
Corporate Structure
Human Capital

Our Global Footprint
Risk Management

Human Capital

Name of the organisation

Activities, brands, products, and
services

Location of headquarters

Location of operations

Ownership and legal form

Scale of the organisation
Information on employees and other
Significant changes to the
organisation and its supply chain
Precautionary Principle or approach

Markets served
Supply chain

GRI CONTENT INDEX
Organisational profile

GRI CONTENT INDEX

[aggregate] [innovate] [sustain]



https://www.halcyonagri.com/what-we-do/natural-rubber-supply-chain/
https://www.halcyonagri.com/what-we-do/natural-rubber-supply-chain/

8'L'9'C'L

76I0T8qqnis[qeuleISNSpUBlIsp MMM //:SANY :21sqap 3DNNOT
7AISNpUFSqqnI-eyI-Ul-ob UB(o-BUIBBINOOUS-UOAI B
“qm-onboeIp-e/BI0 YUEBIATYBIL MMM /7:d1 :211sqaM yried Aybin

yuswsabebu3 Jspjoysyels
Aljeusien

pasiel su1aduo0d pue so1doy Aoy

v-col

swsabebu3 Japjoysyeis

wswsabebus
lapjoyaxels o1 yoeoiddy

Ev-coL

swsabebu3 Jspjoysyels

siapjoysyels
Bunosjes pue buikynusp)

¢r-colL

Pa1aA02 SIaMI0M uoionpoid [y

syuswsaibe Bujuiebieq aAos||0)

Ly-col

1swabebu] Jopjoysyels

sdno.b Jap|oysXesls 4o 1s1

0¥-¢0L

wswabebu3 1apjoyayels

OLL-80L

SI9]1B|\ uoljelaunuiay

uonelsunwial
Buluiwialep 10} SS800.d

9€-¢0L

oLL-80L

SJB)1BI\ UolelauNwWay

s91o1j0d uonelsunway

Ge-coL

Ly

80UBUIBA0Y 31el0dI0)

Buniodai Ayjigeureisns
u1 9|01 s,Apoq aoueulanob 1saybiH

¢e-colL

Ly

90UBUIBA0Y B1elodio)

s1oedwi [BIOOS pUB ‘|BIUSWIUOIIAUD
‘olwouo2s buibeuew pue buiAjnuap|

6¢-¢0L

70L-coL
Ly

sleleN pieog
90UBUIBA0Y 91e10dI0)

Kbajens pue sanjen ‘asodind bumas
ul Apoq aoueutanob 1saybiy jo ajoy

9¢-¢c0L

80L-¥0L

1loday aoueularo9 aielodio)

Apoq aoueuianob 1saybiy
ay) bunos|as pue Huneuiwopn

v¢-col

SOl
16>

11oday aoueulan09 a1e10di0)
$10108.1q J0 pieog

Apoq
aoueulanob 1saybiy ayi o J1eyn

€¢-¢0L

L6
Ly

1loday aoueulano9 aielodio)
9IN10NJ1S 9oURUIBAOS) 81ei0dIo)

$9911WWO09 S)I pue Apoq aoueulanoh
1saybiy ay1 jo uonisodwo)

¢ccolL

Ly

9IN10N.1S 9JUBUIBA0S) 81e10dI0)

21N10Nl1S 2duUBUI2A09

8L-¢c0L

9JUeU.IaA09)

2oueldwo) pue solylg
90UBUIBA0Y) 91e10dI0)

SOIU10 1NOGE SUIBOU0D
pUE 9DIAPE 10} SWISIUBYISN

L1-¢0L

|ende) uewnH
aoueldwo) pue saiy1g

InoiABYa( JO Swiiou
pue ‘spiepueis ‘sa|diounid ‘sanjep

91-¢0L

Anibayu| pue saiyi3

lelurayy
01 JUBWHWWOD
pue 1oedwo)
[8qO[9 NN 3y}
10} 1oddns
panuiuod
Buissaidxa
SAIINd3X3 Ja1Y9
8y} Aq usweiels

MOIADY S,030

obessa| aWooPM SueWwIRYD

1ayew
-UOISIOBP JOIUSS WOJ) JUBWSIRIS

v1-coL

A6ajens

10edWwo) [eqo[9 NN

aouel||y ssauisnquby |eqoj9

(4NSd9) J2qqny [einieN d|qeuleIsNS 10} wiiojie|d [BqO|D
(3v.L4) 2doin3 jo uoneldossy apel] Jaqqny ay L
uoIBID0SSY 19qqny [elnieN eulyd

uoneloossy Ansnpuj lagqny euiyo

UONEIO0SSY Jaqany 1eyl syl

(e1SBUOPU] JO UOIIRID0SSY
1aqqgny /eisauopu] 191ey| ueeyesniad uebunges) OaNINAYD

SUOI1BIO0SSY S10SS890.1d J19qqny YINS ueisAeley
sJainjoejnuel\ ueisAele|y 4o uolelapa

(]sued Buiold pieog Jaqqny ueiske|ey) INOT
$1019811q 40 91nsu| a1odebuls

(v400I8)

UONBI00SSY Jagqgny 99J9WWo) Jo Jaquiey) [euoleusaiu] alodebuls

(eAnenuy 1aggny
[einleN d|geuleisns) IYNS 01 A101eubiS/10SIAPY JO [pued/IaqUIB|N

(9syI) dnoig Apnis 1aqgny [euoneuliul

alodebuis Jo uoneoossy apel] Jaqgny

suoljeloosse Jo diysiaquisiy

S9JUa.i9j9y

140434 311¥40dY03 6102 - 143V NOAJTVH

laggny [einieN 8|geulelsns Joj JUsWHWWOo) INQ

SIwQ 10} (S)uoseay 1o u

SaAlBIIUI [BuIR1XT

sjuawainbay ainsojosiq

X1ANI INIINOJ 143

piepuels [¥9

—_
=
<
=
w
=
=z
i
f—
)
=
<
=
=
=
=
=
—_
@
=
<
o0
@
50
=)
<
=



http://www.mightyearth.org/a-dialogue-with-halcyon-encouraging-change-in-the-rubber-industry/
http://www.mightyearth.org/a-dialogue-with-halcyon-encouraging-change-in-the-rubber-industry/
https://www.demandsustainablerubber.org/

sa|diound oL ||V
oLe'L

juswsmoduwiy S,Usop

ApniS ase) oideansH

Splepueis pue suoI1edI4ILIa)

(dOSYUNS) Ad1jod uteyd A|ddns 1aggny [einieN s|qeuleisns
90UBUIBA0Y) 91e10dI0)

weswsebebu3 opjoysyers

AujeusieN

€-€0lL
¢€ol
L-€0L

910¢ yoeoiddy
1uswabeuely

€0L 149

wiswAhojdwz ajqisuodsay pue iie4

K1ajeS pue yiesH aoe|dyiopm

910z fiajes
pue yijesH

uonednaodQ
‘€07 149

sa|diound oL |1V
0Le'L

Apnis ase) oideansH

SpJepueis pue Suol1edI411Ia)

(dOSYUNS) Ad1j0d uteyd A|ddns Jaqgny [einieN s|qeuleisns
9oUBUIBA0Y) 91e10dI0)

wswabebul Japjoysyels

Ajeusiey

€-€0lL
¢€ol
L-€0L

910¢ yoeoiddy
1uswabeuey

€0L 14O

f1ojes pue yyjesaH asejdyiom

awuwelbold 1amoibinQp
urey) A|ddns sjqeaoes |

910¢
1UBWISSaSSY
|e1oos a1 ddng
R AR AL B)

awuwelbold 1amoibinQp
urey) A|ddns s|qeaoes |

91L0¢C
1UBWISSOSSY
|elusWuOIIAUg
Jo1ddns

‘80€ 149

sa|diound L ||V
0LC'L

Apnis ase) oldeansH

(dOSHUNS) Ad1jod uteyd A|ddns Jaqgny [einieN s|qeuleisns
9oUBUIBA0Y 91e10dI0)

uswabebu] Jopjoysyels

AjeusieN

€-€0lL
¢€ol
L-€0L

910¢ yoeoiddy
1uswabeuely

€0L 14O

SL'ELCL'6

urey Ajddns sjqeases)

JUBWISaAU| AlUNnWILWIO)

Apnis Buloueul Japjoyjlews

awuwelbold 1amoibinQg

(moigeanaH) buipjing Aoede) Japjoyjews

1agqni a|qeadel) ‘d|qeulelsns 1o} aoe|diayiew [eubip v

910z s1edu
Jluouodg

108lIpU| €02 149

'L

sa|diound L |1V
0Le'L

7610 TaqqnIS[qeuleISNSpueusp MMM//-SANY :911sgapM JONNO
MBIASY Ul J1eaA 610T

(dOSHUNS) Ao1jod uteyd A|ddns Jaggny [einieN s|qeuleisns
90UBUISA0Y 91e10dI0)

uswabebu] Jepjoysyels

AjeusieN

910¢ yoeoiddy
1uawabeuely

€0L 149

0L'6'8‘L

1lodal
sy} ui Buiodas Aujigeureisns oy 1ybnos usaq Jou SeY 9dUBINSSE |eUldIXT

2duelnsse |eulalxy

Aunb3 burond

9G-¢0L

X8pU JUBIUOD 9

Xapul USIU0D [Y9

GG-¢0L

epuaby Aujiqeureisns sy Buialig

SpJepuels |49 syl yum
aouepl10o9e Ul Bunlodal Jo swiel)

¥G-¢0L

epuaby Aujiqeureisng syl buiaug

uodai sy buipiebau
suolsanb 1oj juiod 1009

€G-¢0L

|enuuy

9|0Ao Buipioday

¢S-¢0L

610z |udy 8

110dai usdal }sow Jo 9leq

LG-¢0olL

6L0Z 'LE 19qwa0aq 0} 610Z ‘L Arenuer

pouad buipioday

0§-¢0L

epusby Ajiqeurelsns ayi buialq

Buniodal ul sebueyn

6v-c0L

epuaby Aljiqeurelsns ay1 BuiaLg

uollewlojul JO Jusuwalelsay

8¥-¢0L

Ajjeusien

s01do} [elIaeW JO 1S

Ly-C0L

Ly

Ajeusien
epuaby Aujigeureisns ayx buialLg

salepunoq
o1do} pue jus1u09 podal Buluyag

9r-¢0L

981-181 ‘0€-92

S)UsWale]S |eloUBUI 8} 01 SS10N ‘S1ybiybiH jeroueul

Sluswislels |[eloueuly

pa1epI|oSU0D Y} Ul papnjoul SalHug

G¥-¢0L

—_
=
<
=
w
=
=z
i
f—
)
=
<
=
=
=
=
=
—_
@
=
<
o0
@
50
=)
<
=

a1noeid bunioday

uoissiwQ 10} (S)uoseay 10 uoneso| syuawaiinbay ainsojasiq plepuels |49

saoualaey

140434 311¥40dY03 6102 - 143V NOAJTVH

X1ANI INIINOJ 143 =



https://www.demandsustainablerubber.org/

salIAIoe
1uswabehus AUNWWOD 1ONPUOD SB1I0}08) PaLI1I80-01dBaASH ||V 910N
spJepueis pue suoieolILIBY

9L0¢
SaluUNWWo)

[BOOT (€LY 14D

9

JUBWIISAAU| AJUNWIWOo)

L-€0¢

910z swedw|
feJ[0¥[e]¥[oTe)= ]
10311pU| (0T 149

s9|diound QL ||V
oL'e'L

(dOSUNS) Aoljod uteyd Alddns Jeqqny [eanieN s|qeurelsns
90UBUIBAOS) 91el0dl0)

wawabebuz Japjoyaxers

Aujeusien

€-€olL
¢€ol
L-€0L

910¢ yoeouddy
wawabeuely

€0L 149

LL'oL'8L

awiamodwz pue Juswisanuj Ajunwwo)

9oue|dwo pue soIyyg

9Loc
aouel|dwod
J]LWLIOU0I90100S

6LY 149

oLz'L

9oue||dwo) pue soIyyg

9lLoc
aouel|dwod
|eluUSWUOIIAUT

‘L0€ 149

oLeL

aoueljdwo) pue soiy1g

910z uondniiod
-uUy :S0¢ 149

sa|diound oL |1V
0Le'L

Apnis ase) oideansH

(dOSHUNS) Ad1j0d utey Addns Jaqgny [einieN d|qeuleisns
9oUBUIDAOS) 91el10d10)

1uawabebu3 Japjoysyeis

Ajeusien

€-€olL
¢€eol
L-€0L

910¢ yoeouddy
swabeuely

€0L 149

aoue|

[dwo pue soiyi3

S9JuUal9}ay

1S2104 AlUNWWOoY Jo uoewlo

uoIssIwQ 10} (S)uoseay 10 uoneao

E-v0€
L-70€

sjuawaiinbay ainsojasiq

9102
fusionipoig
$0E 149

piepuels |49

sa|diound oL |1V
sa|diound L |V
0Le'L

[1ouno) Alljigeurelsng uoolswe)

(dOSYNS) Aatjod uteyd Ajddng Jaqqny [einieN s|qeuleisns
90UBUIBA0Y) 91e10d10)

swsabebu3 Jspjoysyels

Aeusien

€-€olL
¢€ol
L-€0L

910¢ yoeouddy
1uswabeuey

€0L 14O

LL'91'SLZL

diysp4

ema)s adeaspue]

Ajend weniy3
wawabeue pue uondwnsuoy Jalep

9L0c d1seM
pue siusniy3
90€ 149

90UeWI0}I9d suoissiwg pue ABiaug

910z suoissiwg
'S0E 149

90UeWI0}I9d suoissiwg pue ABiaug

9102
AB1su3 :Zog 149

108/01d Buluses uonoy diyspiemals Jo1epm
wswabeuey pue uondwnsuos Is1epm

910¢
131BM :E0€ 149

sa|diound gL IV
oLec'L

suonesadQ Buissadoid InQ Buisiuogiessq spiemo] :ssewolg
K1o1eloqge] pue A1010e4 11y-9y}-j0-91e1S

Apnis ase) oideansH

SpJepueis pue suoledla)

(dOSUNS) fo1jod uteyy Ajddng Jaqqny [einieN s|qeurelsns
90UBUIBAOS) 31elodlo)

1swabebu3 Jepjoysyels

Ajeusien

910¢ yoeouddy
1uswabeuey

‘€0L 14O

ARANAN YA}

Kaudio1yy3-003

|ende) uewnH

910¢
Ajunuoddo
|lenb3 pue
ISTSET |
‘S0Y 149

|ende) uewnH

uoIssIWQ 10J (S)uoseay 10 uUoneso]

syuawaiinbay ainsojasiq

910¢
swhodw3g

LoV 149

piepuels |49

[aggregate] [innovate] [sustain]

saouaIaeYy

140434 311¥40dY03 6102 - 143V NOAJTVH

X1ANI INIINOJ 143 2




www.fsc.org

MIX

Paper from
responsible sources
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< HALCYON

HALCYON AGRI CORPORATION LIMITED
180 Clemenceau Avenue
#05-02 Haw Par Centre
Singapore 239922

www.halcyonagri.com
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CORPORATE STRUCTURE

Halcyon Rubber Company

Pte. Ltd.

HALCYON AGRI - 2019 CORPORATE REPORT

‘0 HALCYON

Halcyon Agri Corporation Limited

Corrie MacColl
Pte. Ltd.

CORPORATE STRUCTURE

Hevea Global Pte. Ltd.

Halcyon Agri
Indonesia Pte.
Ltd.

PT. Hevea EX3

Anson Company
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CORPORATE GOVERNANCE REPORT

Halcyon Agri Corporation Limited (the “Company” or “HAC” and together with its subsidiaries, the “Group”) firmly
believes in upholding the highest standard of corporate governance practices, and integrates sustainability development
into the Group'’s business approach. The Board places emphasis on the interests of its material stakeholders, promotes
innovative business model, and focuses on growing sustainable businesses, creating and maximising long-term
shareholder value.

This report describes the Group’s ongoing efforts to enforce best practices in corporate governance in all aspects of
the Group'’s operations, as well as the practices implemented throughout the financial year ended 31 December 2019
(“FY2019”).

The Board is pleased to report that the Group has adhered to all material principles and provisions of the Code of
Corporate Governance 2018 (the “Code”), and wherever applicable, the disclosure guide developed by the Singapore
Exchange Securities Trading Limited (“SGX-ST”) in January 2015, together with other applicable laws, rules and
regulations, including the Listing Manual (the “Listing Manual”) of the SGX-ST.

The disclosure of our corporate governance framework and practices in this report has been approved by the Board. To
provide shareholders of the Company (the “Shareholders”) a quick access to particular area(s) of interest, a summary
disclosure on the Company’s compliance with the Code can be found on pages 117 to 119 of this annual report.

KEY FEATURES OF THE BOARD
Overview of Board Composition

1 Non-executive - Separation of the role of Chairman and Chief Executive Officer
Non-independent Chairman (“CEQ")
(the “Chairman”)

. Chairman and CEO are not related to each other, there is no familial
Liu Hongsheng

relationship existing between them

2 Executive Directors

Independent Directors make up 50% of the Board
Robert Meyer

None of the Independent Directors have served for more than nine

Pascal Demierre

5 Independent and
Non-executive Directors
(the “Independent Directors”)
+ Alan Nisbet

Randolph Khoo
Liew Choon Wei
Jeremy Goon
Lam Chun Kai

2 Non-executive
Non-independent Directors
Wang Wei

Qin Jinke

(9) years

Diversity of skills, knowledge and broad range of experience - the
Board comprises Directors ranging from lawyers, retired audit firm
partners, an experienced sustainability officer from a public-listed
agricultural business and Directors who have years of experience in
formulating corporate strategy and have in-depth knowledge of the
rubber business

Collectively they possess extensive global business experience

None of the Directors hold more than six (6) directorships (without
other executive roles) or four (4) directorships (with other executive
roles) in listed companies

No alternate directors appointed

Each Director has been submitted for re-nomination and
re-appointment at least once during the past three (3) years


http://www.halcyonagri.com
https://clicktime.symantec.com/39A4jPqeeSRT9G5erHEEV147Vc?u=https%3A%2F%2Fwww.boardroomlimited.com%2F
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Overview of Board Committees
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Board Committee

Composition

Key Areas of Oversight Delegated to it by the
Board (Not exhaustive)

Key Information of Directors

CORPORATE GOVERNANCE REPORT

Audit Committee
("AC")

Four (4) members:
Alan Nisbet (Chairman)
Randolph Khoo

+ Liew Choon Wei
Pascal Demierre

Three (3) out of four (4) members are
Independent Directors

Financial reporting
Internal and external audit processes
Interested person transactions

Internal controls and risk
management systems

Whistleblowing arrangements

Nominating Committee
(“NC")

Three (3) members:
Randolph Khoo (Chairman)
Alan Nisbet

+ Liew Choon Wei

All members are Independent Directors

Succession plans for Directors, in
particular the appointment and/or
replacement of the Chairman, the CEO
and key management personnel (“KMP”")

Performance of the Board
Board and Director independence

Board orientation, training and development

DIRECTOR

* Age

* Position and
appointment date

* Last re-elected date
(if applicable)

* Length of
Directorship as of
31 December 2020

* Present and past three
(3) years Directorships
in other listed
companies (if any)

General
Meeting

MEETING ATTENDANCE
(1 January to 31 December 2019)

Board AC NC RC

Strat-
Com

(Number of scheduled meetings held)

4 4 1 1

TOTAL REMUNERATION (SGD)
(FY2019)

Basic/ Directors’ Other
Fixed Fee Variable
Salary

Remuneration
Committee (“RC")

Four (4) members:
Liew Choon Wei (Chairman)
Alan Nisbet
Randolph Khoo
Pascal Demierre

Three (3) out of four (4) members are
Independent Directors

Remuneration policies and framework
Remuneration for the Board and KMP

Specific remuneration packages
for each Director and KMP

Liu Hongsheng
53

Non-executive Non-
independent Chairman
since 16 January 2017

Last re-elected on
23 April 2019

+ 3.9years

Executive Director of
Sinochem International
Corporation Co., Ltd.

Total: 110,250
NA® 110,250 NA®

Strategy and
Investment Committee
(“StratCom”)

Three (3) members:

Liu Hongsheng (Chairman)
+ Alan Nisbet

Robert Meyer

Two (2) out of three (3) members are
Non-executive Directors

Strategy development and strategic
direction

Major investment or divestment plans

Capital and assets management

Robert Meyer
46

Executive Director and
CEO since 8 July 2010

10.4 years

Last re-elected on
23 April 2019

4 30 10 10

Total: 900,000
900,000 NA® Nil@

[aggregate] [innovate] [sustain]

Pascal Demierre
46

Executive Director
and Chief Corporate
Officer (“COQ")
since 8 July 2010

Last re-elected on
23 April 2018

10.4 years

Independent Director of
The Hour Glass Limited

4 4 10 1

Total: 660,000
660,000 NA® Nil®
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DIRECTOR

*« Age

* Position and
appointment date

» Last re-elected date
(if applicable)

* Length of
Directorship as of
31 December 2020

* Present and past three
(3) years Directorships
in other listed
companies (if any)

MEETING ATTENDANCE
(1 January to 31 December 2019)

General Board AC NC RC
Meeting

Strat-
Com

(Number of scheduled meetings held)

1 4 4 1 1

TOTAL REMUNERATION (SGD)
(FY2019)

Basic/ Directors’ Other
Fixed Fee Variable
Salary

DIRECTOR

* Age

* Position and
appointment date

» Last re-elected date
(if applicable)

* Length of
Directorship as of
31 December 2020

* Present and past three
(3) years Directorships
in other listed
companies (if any)

MEETING ATTENDANCE
(1 January to 31 December 2019)

General Board AC NC RC
Meeting

Strat-
Com

(Number of scheduled meetings held)

1 4 4 1 1

TOTAL REMUNERATION (SGD)
(FY2019)

Basic/ Directors’ Other
Fixed Fee Variable
Salary

Alan Nisbet
69

+ Lead Independent
Director since 7
January 2013

Last re-elected on
23 April 2018

7.9 years

+ Independent Director
of KrisEnergy Ltd,
Standard Chartered
Bank (Singapore)
Limited, Ascendas
Property Fund Trustee
Pte Ltd (trustee-
manager of Ascendas
India Trust) and Keppel
REIT Management
Limited (manager
of Keppel REIT)

Total: 108,125
NA® 108,125 NA®

Randolph Khoo
56

Independent Director
since 7 January 2013

+ 7.9years

Last re-elected on
23 April 2018

Total: 85,250
NA® 85,250 NA®

Liew Choon Wei
65

+ Independent Director
since 1 October 2014

Last re-elected on
23 April 2019

6.2 years

+ Independent Director
of F J Benjamin
Holdings Ltd, The Hour
Glass Limited, Frasers
Hospitality Asset
Management Pte Ltd
(manager of Frasers
Hospitality Real Estate
Investment Trust) and
Frasers Hospitality
Trust Management Pte
Ltd (trustee-manager
of Frasers Hospitality
Business Trust)

Total: 86,250

NA® 86,250 NA®

[aggregate] [innovate] [sustain]

Wang Wei
40

Non-executive Non-
independent Director
since 3 May 2017

+ Last re-elected on
23 April 2018

3.6 years

Total: 54,000
NA® 54,000 NA®

Jeremy Goon
47

+ Independent
Director since 2
November 2017

Last re-elected on
23 April 2018

3.1 years

Total: 54,000
NA® 54,000 NA®
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DIRECTOR MEETING ATTENDANCE TOTAL REMUNERATION (SGD)
(1 January to 31 December 2019) (FY2019)
* Age General  Board AC NC RC Strat- Basic/ Directors’ Other
. Positi d Meeting Com Fixed Fee Variable
osition an salary

appointment date

(Number of scheduled meetings held)
* Last re-elected date

(if applicable) 1 4 4 1 1 1

* Length of
Directorship as of
31 December 2020

* Present and past three
(3) years Directorships
in other listed
companies (if any)

Qin Jinke
49 1 4 20 - - - Total: 54,000

. (2) (2)
+ Non-executive NA 54,000 NA

Non-independent
Director since 1
January 2018

Last re-elected on
23 April 2018

3.0 years

Lam Chun Kai
72 - 2 - - - - Total: 36,444.45

Independent Director NA® 36,444.45 NA®
since 23 April 2019

1.7 years

Raymond Ferguson
57 - 2 - - - 1 Total: 19,656.30

Independent Director NA® 19,656.30 NA®

from 15 November
2016 to 23 April
2019 (Retired)

Notes:

(1)  Attendance by invitation

(2)  Non-executive Directors are not paid salary, allowance and bonus

(3)  Executive Directors are not paid director’s fee

(4)  Executive Directors have offered to waive their bonus which is otherwise payable to them pursuant to the terms of their respective

service agreement with the Company

The aggregate remuneration of S$607,975.75 paid to the non-executive Directors (the “Directors’ Fees”) for FY2019
is within the threshold limit of S§750,000 approved by Shareholders on 23 April 2019. The Directors’ Fees were
remunerated according to the Directors’ Fee structure disclosed in the annual report for the financial year ended 31
December 2018.

Remuneration of each of the Executive Directors comprising basic salary as well as a variable bonus (if any) that is
computed based on the Group’s consolidated profit before tax, is subject to review by the RC and the Company’s Board,
and is paid in accordance with their service agreement with the Company.

The profile of each Director (including academic and professional qualifications) is presented in this annual report under

the section “Board of Directors”. For shareholdings of Directors in the Company and its related corporations (if any),
please refer to page 130 of this annual report.

[aggregate] [innovate] [sustain]
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BOARD MATTERS

The Board’s Conduct of Affairs

The Company is committed to conduct its business with integrity, fairness and transparency and will not tolerate any
acts, attempted acts, or assistance with any form of bribery or corruption whether direct or indirect. The Company’s
Board is effective, comprises professionals with a broad range of experience and industry expertise, who discharge
their duties and responsibilities at all times as fiduciaries in the interests of the Company. The Board embraces value
creation, innovation, sustainability and ethical business practices, and has embedded them in setting the strategic
directions of the Company.

Duties of the Board. The principal functions of the Board are to:
(a) establish corporate values and ethical standards of conduct for the Group;
(b) oversee the business performance and affairs of the Group and provide entrepreneurial leadership;

(c) set strategic direction for the Group, maintain the policy and decision making framework in which the strategy is
implemented;

(d) establish and maintain a sound risk management framework and adequate internal controls, setting risk appetite
to achieve an appropriate balance between risk and the Group’s performance;

(e) supervise, monitor and review the function and performance of the Group’s management and ensure that
necessary resources are in place for the Company to meet its strategic objectives;

) review and approve annual budgets, financial plans, major acquisitions and divestment plans, funding and
investment proposals;

(9) ensure transparency and accountability to key stakeholder groups including compliance with relevant laws and
regulations as well as the financial reporting standards;

(h) review and approve the appointment of Directors and KMP; and
() instil an ethical corporate culture and promote sustainable development.

Delegation of Authority. The Board capitalises on the expertise of the Independent Directors and benefits from
delegating certain functions and authority of the Board to the four (4) board committees, namely, the AC, NC, RC
and StratCom (collectively the “Board Committees”). Each Board Committee functions within clearly defined terms
of reference (“TOR”) setting out their compositions, authorities and duties. The TOR of the NC, RC and AC have been
updated in accordance with the amendments to the Code which took effect on 1 January 2019, approved by the Board
and adopted by the respective Board Committees.

While the Board Committees are tasked with certain responsibilities, all major decision-making remains the ultimate
responsibility of the Board as a whole. Except for the chairman of StratCom who is not an independent director, all other
Board Committees are led by an Independent Director, to encourage independent oversight and enable the Board to
discharge its obligations more effectively. Detailed functions and involvement of the Board Committees are described
on pages 105 to 114 of this annual report.

The Board embraces the principle of empowerment, and believes that governance and management are more
effective and efficient when they are separated. It upholds high standards of corporate governance, puts in place a
code of conduct and ethics, sets appropriate tone-from-the-top and desired organisational culture, and ensures
proper accountability within the Company. The day-to-day management, operation and administration of the Group
are led by the executive Directors and the senior management of the Group (collectively, the “Management”), whose
are accountable to the Board for their performance in pursuing the long-term success of the Group. The Management
collaborates closely with the Non-executive Directors and provide insights on the Group’s operations.
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The Board has in place, a written Policy on Board Delegation of Authority (the “Delegation Policy”) which set out the
framework and mechanisms by which the Board delegates specific standing powers and limits of authority to specified
positions, to provide clear directions to Management on matters that must be approved by the Board. The Delegation
Policy is aimed at balancing the need for empowering and devolving decision-making to appropriate levels for
operational efficiency and ensuring that proper systems of control are in place. Material transactions, including but not
limited to the matters set out below, are reserved for the Board’s decision and approval:

(a) overall Group business and budget strategies;

(b) capital expenditures, investments or divestments exceeding certain material thresholds;

(c) all capital-related matters including capital issuance and redemption;

(d) significant policies governing the operations of the Company;

(e) corporate strategic development and restructuring;

() material interested person transactions which fall within the meaning of the Listing Manual; and
(9) risk management strategies.

All material transactions are reserved for the Board's decision as a whole, without any individual or group of individuals
exercising any considerable concentration of power or influence, or being allowed to dominate the Board’s decision
making.

Directors have a duty to act in the best interests of the Company and are required to take all reasonable steps to avoid
conflicts of interest with the Company. The Policy on Director's Conflicts of Interest complements the Company’s
corporate governance practice, and serves to guide the Directors in recognising and handling conflict situations. This
policy requires any member of the Board or Board Committees who has an interest in a matter being deliberated upon
by the Directors to recuse himself from discussions and abstain from participating in the approval process involving the
issue of conflict.

Board Meetings. Four (4) meetings were scheduled and held at regular intervals in FY2019 to review, among others,
the Group’s financial performance, annual budget, corporate strategy, business plans, potential corporate actions, risk
management policies, appointment and re-appointment of Directors and KMP, executive remuneration and significant
operational matters. Besides the scheduled Board meetings, the Board meets on an ad-hoc basis, when required, to
discuss and receive updates from Management on the development of corporate actions that took place during the
year.

The Board believes that meetings between Directors who do not hold executive positions in the Group encourage
and promote greater openness and facilitate provision of well-balanced viewpoints to the Board. Non-executive
Directors may summon a meeting without the presence of the Management whenever deemed appropriate. Any
recommendations or suggestions arising from their discussions will be communicated to the Board or the Management
as appropriate.

The Chairman oversees the setting of Board meeting agendas, and the Directors are encouraged to propose any topic
that is deemed appropriate to be discussed. Draft meeting agendas are circulated to the chairmen of the Board and
Board Committees in advance for comments, to make sure that all material topics are attended to.

To ensure meetings are held with maximum Director participation, all Board meetings are planned and scheduled in
advance after consultation with Directors. In addition, Directors who are not able to be physically present in the Board
meetings may participate in the Board and Board Committee meetings by telephonic conference, as permitted under
the Company’s Constitution (the “Constitution”). The Constitution also provides that the Board may make decisions and
grant approval by way of written resolutions. A list of written resolutions approved by the Board and Board Committees
is compiled and circulated during Board and Board Committee meetings.

In line with the Company’s commitment to promote sustainable business practices, conservation of the environment
and technological advancement, the Board has done away with voluminous hard-copy Board papers since 2014 and
continues to employ board portal technologies to facilitate meeting proceedings. All materials for Board and Board
Committees meetings are provided in a timely manner and uploaded onto the encrypted, secure board portal, which is
readily accessible on Directors’ tablet devices, laptops or desktop computers. The board portal enhances effectiveness
in the boardroom and helps to improve information flow to and amongst Board members.

The record of Directors’ attendance at the Board and Board Committee meetings for FY2019 is set out on pages 98 to
101 of this annual report.

[aggregate] [innovate] [sustain]
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Board Access to Information. Complete documents and adequate information relating to meeting agenda items,
including background and explanatory notes, financial statements, budgets, forecasts and progress reports of the
Group’s business operations and internal audit reports are circulated at least one week prior to each Board and/or Board
Committee meeting through the board portal, to allow sufficient time for Directors to comprehensively understand the
issues to be deliberated upon and make informed decisions thereon. Senior management personnel who can provide
additional insights into the matters at hand, if required, will be invited to attend the meetings to address queries from
the Directors.

The Management provides monthly reports to the Board covering operational performance, financial results, market
environment, treasury activities, corporate and business development and other relevant information to the Board, to
assist the Board to make a balanced and informed assessment of the Company’s performance, position and prospects
and to ensure that Directors are fully cognisant of the decisions and actions of the Management. Such regular updates
and timely reports allow the Board to monitor the Group’s performance as well as Management’s performance relating
to the goals and objectives set by the Board. All information requested by the Director is provided in a timely manner.

Directors have direct and independent access to Management and each member of the Board may request for
information regarding the Group that is required for the discharge of his duties and responsibilities. The Directors also
have separate and independent access to the Company Secretary at all times. The Company Secretary advises the
Board on corporate and administrative matters, facilitates Director’s orientation and professional development, and
ensures good information flow within the Board and Board Committees, and between Management and the Independent
Directors. The Company Secretary or her colleague attends all Board and Board Committees meetings to ensure that
Board procedures are followed and that the applicable rules and regulations are complied with. The appointment and
removal of the Company Secretary are subject to the approval of the Board as a whole.

Where necessary, a Director may also seek independent legal and other professional advice concerning any aspect of
the Group'’s operations or undertakings at the Company’s expense.

Board Composition and Guidance

Taking into account the scope and nature of the Group’s operations as well as its strategic direction, and having
regard to the Diversity Policy (as defined below), the Company and the Board are satisfied that the Board and Board
Committees are of the right size for effective decision-making, has the appropriate balance and mix of skills, expertise,
knowledge, experience and collectively possesses the necessary core competencies in diverse areas including
accounting, finance, law, sustainability development, business and management, strategic planning and global business
experience, for the Board to effectively discharge its duties.

Board Composition. The Board presently consists of ten (10) members: a non-executive non-independent Chairman, two
(2) executive Directors, five (5) independent directors and two (2) non-executive non-independent Directors. A majority
of the Board comprise non-executive Directors with no management or business relationship with the Company. There
is a strong and independent element on the Board, with the Independent Directors constructively challenge and assist in
developing proposals on strategies. The Board continued to function effectively during the year and was able to exercise
objective judgement on corporate affairs independently.

The Board has considered the recommendation of the Code which stipulates that the independent directors to make up
a majority of the Board where the Chairman is not an independent director. With reference to the common board size
of six (6) directors for Singapore-listed companies’ and discussions of the Board, the Board concluded that the current
board composition (board size of ten (10) members with 50% of independent directors and 80% of non-executive
directors) has high level of independence and with the right structure to enable the Board to function at optimum levels.
Correspondingly, the Board will not increase its size to appoint an additional independent director at the near future.

Board Diversity. The Company views diversity at the Board level as an essential element in supporting the attainment
of its strategic objectives and its sustainable development. In accordance with the Code, the Board has documented
its practices toward diversity under a Policy on Board Diversity (the “Diversity Policy”). The Diversity Policy promotes
the inclusion of different perspectives and ideas, endorses the principle that diverse Board should include and make
good use of differences between the Directors in terms of professional experience, skills, knowledge, length of service,
industry discipline, cultural and educational background, gender, age, ethnicity and other relevant factors. The Board
recognises the potential merits of gender diversity in the boardroom and welcomes female directors on board. Where
the candidates for appointment as director are relatively equivalent in their levels of required skills and experience, the
Board is committed to advancing female candidates, in order to achieve gender diversity and add a broader perspective
on the Board.

' The Singapore Directorship Report 2019 published by Singapore Institute of Directors indicates that the most common size
continues to be six (6) directors.
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Chairman and Chief Executive Officer

There is a clear division of responsibilities between the leadership of the Board and the executive responsible for
managing the Company’s business. The roles of Chairman and the post of CEO are held by separate persons who
are not related to each other in any manner, to ensure an appropriate checks and balances, increased accountability,
and greater capacity of the Board for independent decision making where no one individual has unfettered powers of
decision-making. The two (2) key roles have fundamentally disparate responsibilities and functions, but complement
each other in the overall objective of creating value for Shareholders, and play vital roles in providing the Group with
strong leadership and vision.

Chairman. As the Chairman of the Board, Mr Liu Hongsheng leads and ensures the effectiveness of all general meetings
and Board meetings. He is responsible for promoting culture of openness and debate of the Board, steering productive
and comprehensive discussions between members of the Board and Management on strategic, business and other
issues pertinent to the Group, as well as ensuring effective communication with Shareholders and other stakeholders.
The Chairman takes a leading role in the Company’s drive to achieve and maintain a high standard of corporate
governance with the support of the Board, Management and Company Secretary.

CEO. Mr Robert Meyer, the CEO since 2013, has developed the Group’s business to become a leading natural rubber
industry operator with activities that span the globe. He possesses in-depth industry knowledge, understands the
current market, and has the foresight to support the formulation of the Group’s strategic direction, including the initiative
to transition the global natural rubber industry, which remained heavily reliant on traditional paper-based processes,
into a unified integrated digital marketplace which promote greater price transparency in the industry. Assisted by the
management team, the CEO make decisions in all matters affecting the operations, performance and strategy of the
Group’s businesses, with the exception of those matters reserved for the Board or specifically delegated by the Board to
the Board committees. He oversees the day-to-day management, leads and implements all major initiatives and plays an
instrumental role in the sustainable development and growth of the Group’s business.

Lead Independent Director. Mr Alan Nisbet has been the Lead Independent Director since 2013 and continues to avail
himself to address Shareholders’ concerns and acts as a counter-balance in the decision-making process. Shareholders
and other stakeholders may approach the Lead Independent Director through the online enquiry form under the
Company’s website, where all messages will be transmitted to him directly. The Lead Independent Director also plays an
additional facilitative role within the Board and provides a channel to non-executive directors for confidential discussion
on any concerns and to resolve conflicts of interest as and when necessary. He provides leadership in situation where
the Chairman is conflicted, convenes and chairs meetings without the involvement of the Management, which enhance
the capacity of the Board for independent decision making.

The roles, duties and responsibilities of the Chairman, CEO, Lead Independent Director and Directors of different
classes (executive, non-executive and independent director) are detailed under a Memorandum on Director’s Duties and
Responsibilities which has been distributed to each Director upon his appointment, and accessible in the board portal.

Board Membership and Performance Evaluation

The Board has a formal and transparent process for the appointment and re-appointment of Directors, taking
into consideration the composition and the need for progressive renewal of the Board. The search, nomination and
evaluation process is delegated to the NC.

The NC comprises three (3) members and is chaired by Mr Randolph Khoo since its inception in 2013. All members of
the NC (including the chairman) are Independent Directors. The Lead Independent Director, Mr Nisbet, is also a member
of the NC. The NC makes and reviews recommendations to the Board on all nominations for appointments and re-
appointments to the Board, the appointment of KMP, the training and development programmes for the Board, and is
responsible for the annual evaluation of Board performance.

The NC functions within clearly written terms of reference approved by the Board and its principal activities are as
follows:

Board Appointment.The Board regularly and continually reviews its structure, size and composition to identify the
balance of skills, knowledge and experience required for the Board to discharge its responsibilities effectively. Where
appropriate, or if circumstances suggest that additional skills or experience is required and that a replacement and/
or new appointment is beneficial to the Board, the NC will propose a new appointment or review and evaluate the
competencies of candidates proposed by the Management. The NC has a formal and written guide to conduct due
diligence checks to assess the suitability of a candidate for appointment as a Director of the Company. To ensure
the Company has the opportunity to benefit from all available talent, the evaluation of potential new director is made
based on meritocracy, and candidates will be considered against objective criteria, having due regard for the benefits of
diversity on the Board, the ability of prospective candidates to contribute to discussions, deliberations and activities of
the Board as well as the balance of independent directors on the Board.
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In its review of proposal for appointment or re-appointment of each Director as well as KMP, NC will also take into
consideration the composition and progressive renewal of the Board, as well as each Director's competencies,
principal commitment, contribution and performance (including attendance to the meeting, preparedness, participation
and candour), including, if applicable, his or her performance as an independent director. Such appointment or re-
appointment which has been recommended by the NC will be deliberated by the Board as a whole, and the appointment
are reserved for the Board's decision. The Constitution also spells out the procedures for the appointment of new
Directors, along with the re-election and removal of Directors.

The NC is also tasked to recommend and review succession plans for the Company’s Directors and senior
management, in particular for the Chairman, the CEO and the KMP, taking into account the challenges and opportunities
facing the Group and the skills and experience needed in the future. The Company integrates executive development
programs into CEO and KMP succession planning, and builds talent internally through training, so that the best internal
candidates are identified early and flagged at the Board level. Where necessary or appropriate, the NC may tap on its
networks and/or engage external professional headhunters to assist with identifying and shortlisting candidates. The
NC can also approach relevant institutions such as the Singapore Institute of Directors, professional organisations or
business federations to source for suitable candidates.

Review of Board Independence. The NC reviews and determines whether a Director is independent on an annual
basis, and as and when circumstances require. Each of the Independent Directors has submitted a declaration form
confirming that he is to be considered independent under the requirements of Rule 210(5)(d) of the Listing Manual as
well as the provisions set out in the Code. Taking into consideration the declarations submitted by the Independent
Directors, as well as the length that the Director has served on the Board, the NC has determined that each of the
Independent Directors is independent in conduct, character and judgement, and has no relationship with the Company,
its related corporations, its substantial shareholders or its officers, and there has been no element that could interfere,
or be reasonably perceived to interfere, with the exercise of the Director’'s independent business judgment in the best
interests of the Group. It was also noted that none of the Independent Directors have served for a continuous period
of nine (9) years or more, and none of them or their family members was employed by, or received significant payment
from or provided material services to the Group, in FY2019 or in any of the past three (3) financial years.

Board Orientation, Training and Development. The NC oversees and makes recommendations to the Board for training
and professional development programs available to Directors, as well as induction for newly appointed Directors. The
Board has adopted a set of best practice for Director’s training and development which is documented under a Policy on
Induction, Training and Development for Directors (the “Training Policy”).

The Training Policy serves (i) to assist the new Director who is appointed to the Board for the first time to gain an
understanding of his or her roles, duties, obligations and responsibilities as a Director of the Company, as well as the
framework within which the Group operates; and (ii) to encourage all Directors to regularly review his or her training
and professional development needs, to ensure the Directors have appropriate competencies to effectively fulfill their
responsibilities to the Company and its Shareholders as well as stakeholders.

The induction programme is tailored for each new Director (depending on his or her requirements, skills, qualifications
and experience) and will, as a mandatory requirement, request the new Director who has no prior experience as a
director of a listed company to attend the Listed Entity Director (LED) Programme organised by the Singapore Institute
of Directors with the support of the SGX-ST, to familiarise himself or herself with the roles and responsibilities of a
director of a public listed company. A formal letter of appointment setting out the roles of a Director and the time
commitment required, as well as information about the Group, its operations, business, practices and governance
systems, is also issued to each newly appointed Director to ensure that the Director is aware if his duties and
obligations.

To ensure each Director fulfils the needed and desired competencies of the Board, and keep abreast of changes to the
regulatory environment, Directors are encouraged to attend courses which are relevant to the Directors in discharging
their roles and responsibilities, at the Company’s expense. The list of available seminars and courses is circulated to
Directors through the board portal. Reading materials in connection with professional developments and applicable
regulatory updates or amendments to relevant laws, rules and regulations are also disseminated to Directors through
the board portal. Comprehensive and useful information covering the duties and obligations of a Director, TOR of Board
Committees, Group's business activities, strategic directions, policies and key areas of operations of the Group, are also
provided in the resource centre under the board portal, and is accessible to all Directors. All Directors would be offered
the opportunity to visit the Group’s major operational sites and meet with any of the senior executives of the Group.

The CEO and Management regularly update the Board and provide insights on business and strategic developments at
meetings. The Group’s external auditors, Ernst & Young LLP (“EY”), regularly brief the AC members on changes to and
new developments of accounting and reporting standards and/or regulatory environment.



CORPORATE GOVERNANCE REPORT

Commitment to the Board. Directors of the Company are required to notify the Board of any new appointment of
directorships to listed companies or other principal commitments, for the Board or NC to consider and to evaluate
whether such Director is able to commit the time to adequately carried out his duties as a Director of the Company.

To ensure that each Director is able to devote sufficient time and attention to carrying out his role in accordance with his
duties, the Board has determined that the maximum number of listed company board representations each Director of
the Company is allowed to hold is as follows:

(@) directorships without other executive roles — Six (6)
(b)  directorships with other executive roles — Four (4)

Rotation and Re-election of Directors. At each annual general meeting (“AGM”), Directors constitutes not less than
one-third of the Board are required to retire from office by rotation, and a Director shall submit himself for re-nomination
and re-election at regular intervals of at least once every three (3) years. These requirements are clearly stated in the
Company’s Constitution and each member of the Board has submitted himself for re-nomination and re-appointment at
least once, during the past three (3) years.

Mr Pascal Demierre, Mr Randolph Khoo, Mr Wang Wei and Mr Qin Jinke, being Directors who have been longest in office
since their last election, have submitted themselves for re-nomination and re-election. Each of them has abstained
himself from making any recommendation and/or participating in any deliberation in respect of the assessment of his
own re-election as the Directors. At the recommendation of the NC and with the approval of the Board, resolutions for
the re-appointment of Mr Demierre, Mr Khoo, Mr Wang and Mr Qin as Directors of the Company will be tabled at the
forthcoming AGM for Shareholders’ approval.

Each of the Directors subject to re-election at the forthcoming AGM, will, upon re-appointment as a Director, hold the
same office in the Board and Board Committees immediately held before his re-appointment. For information required
under Rule 720(6) and Appendix 7.4.1 of the Listing Manual in respect of the Directors seeking re-election at the AGM,
please refer to pages 120 to 129 of this annual report.

Board Performance Evaluation. The NC decides how the Board’s performance may be evaluated and take charge of
the annual assessment of the effectiveness of the Board as a whole and of each Board Committee, as well as the
contribution of the Chairman and each Director to the effectiveness of the Board. The performance of the Board
and each of the Board Committee is assessed by the NC on its overall effectiveness in accomplishing its goals and
discharging its responsibilities based upon the following criteria:

(a) Board size and composition;

(b) Board governance processes;

(c) Board information and accountability;

(d) Board’s performance in relation to discharging its principal functions;

(e) where practical, financial references which include return on capital employed, return on equity, debt/equity ratio,
dividend pay-out ratio, economic value added, earnings per share, and total shareholder return (i.e. dividend plus
share price increase over the year); and

(f) Board Committee performance, qualification and effectiveness in relation to discharging their responsibilities set
out in their respective TOR.

The evaluation of Chairman aims to assess his leadership, commitment as well as his relationship with Board members,
whereas the individual directors are evaluated based on his dedication and understanding of role, preparedness and
participation in the meetings, as well as quality of inputs to matters deliberated by the Board.

A formal evaluation questionnaire was tabulated and circulated to all Directors via the board portal, for Directors to
rate and provide feedback on the performance of the Board, the Board Committees, the Chairman and each Director
for FY2019. The assessment provides insights into the functioning of the Board, whilst identifying areas that might
need strengthening and development. Directors are invited to provide their views and suggestions for any specific areas
where improvements may be made to improve Board effectiveness. Every Director is also requested to complete an
assessment of each Director’s contributions, including himself, to the effectiveness of the Board, on anonymous basis.

The findings of the Board evaluation (including feedback and comments received from the Directors) are analysed and
discussed by the NC, in consultation with the Chairman of the Board to identify areas for improvement and any training
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required to further enhance the effectiveness of the Board. The Board will then review feedback from the NC collectively
and will decide and agree on action plans.

Following the review for FY2019, the NC and the Board are satisfied that the Chairman as well as each Director has
contributed to the overall effectiveness of the Board and demonstrates commitment to his roles on the Board, and
that the Board and Board Committees operate effectively and have met their respective performance objectives.
Notwithstanding that certain Directors have multiple board representations, these multiple directorships are
not in conflict with the interests of the Company, and are within the maximum number of listed company board
representations each Director of the Company is allowed to hold. No external facilitator was used in the evaluation
process.

Strategy and Investment Committee

The StratCom consists of three (3) members and chaired by the Board’s Chairman, Mr Liu. StratCom’s governing
processes, duties and responsibilities have been documented under written TOR approved by the Board. StratCom
supports the Board in the following areas:

(a) defining and monitoring the Company’s strategic direction;
(b) reviewing and evaluating significant capital deployment and asset management; and

(c) working with the Management to oversee and review significant strategic decisions as well as major investment
or divestment plans.

One (1) StratCom meeting was held in FY2019 to review the Group’s prospects and long-term development strategic
planning.

REMUNERATION MATTERS

The Company’s remuneration policy seeks to ensure that the level and structure of remuneration are appropriate and
proportionate to the sustained performance and value creation of the Group, taking into account the strategic objectives
of the Group. Reviewing and making recommendations to the Board on the framework of remuneration for the Board
and KMP as well as the specific packages for each Director and the KMP, are the key functions of the RC.

Remuneration Committee

The RC is chaired by an Independent Director, Mr Liew, and comprises Mr Nisbet, Mr Khoo and Mr Demierre. The RC is
of the view that an Executive Director would have a better understanding of each senior executive’s role and job scope,
and that including Mr Demierre on the RC is valuable in ensuring that the remuneration packages are commensurate
with the job duties and responsibilities of senior executives. Retaining an RC member who holds an executive
position will not lead to a conflict of interest or impede the independence of the RC as no Director or member of the
RC is allowed to participate in the deliberation, and has to abstain from voting on any resolution, relating to his own
remuneration or that of employees related to him. RC’'s TOR specify that independent directors shall make up at least
75% of the RC members whenever its members comprise an Executive Director.

The key responsibilities and authorities of the RC are as follows:

Developing Group Remuneration Policies. The RC ensures that the remuneration and incentive framework, policies
and practices are appropriate to attract, retain and motivate Directors to provide good stewardship of the Company
and KMP to successfully manage the Company for the long term. The RC considers all aspects of remuneration
(including directors’ fees, salaries, allowances, bonuses, options, share-based incentives and awards, benefits in kind
and severance packages) and aims to be fair and avoid rewarding poor performance. It also reviews the Company’s
obligations arising in the event of termination of the Executive Directors’ and KMP’s contracts of service, to ensure
that such contracts contain fair and reasonable termination clauses which are not overly generous. It may from time
to time, and where necessary or required, seek advice from external consultants in framing its remuneration policy and
determining the level and mix of remuneration for Directors and KMP.

In respect of long-term incentive schemes (if any, including share schemes as may be implemented), the RC is
responsible for considering whether Directors should be eligible for benefits under such long-term incentive schemes.
Any recommendation of the RC will be submitted to the Board for consideration and approval. The Board is ultimately
accountable for all remuneration decisions.



CORPORATE GOVERNANCE REPORT

Where applicable, the RC will also review annually the remuneration of employees related to the Directors, the CEO and
substantial shareholders to ensure that their remuneration packages are in line with the staff remuneration guidelines
and commensurate with their respective job scopes and level of responsibilities. The RC will also review and approve
any bonuses, pay increases and/or promotions for these employees, if any.

Other than the service contracts for the CEO and the COO, the Company currently does not impose contractual
provisions to reclaim incentive components of remuneration paid in prior years in the service agreements or
employment agreements of the KMP. Notwithstanding this, the Company is not precluded from exercising the right to
reclaim such incentives in exceptional circumstances including for example, misstatement of financial results or of
misconduct resulting in financial loss to the Group.

Agreeing the Level and Mix of Remuneration. The key considerations of the RC in recommending the level and mix of
remuneration are:

(a) to link rewards with performance and offer appropriate remuneration and employment conditions to build,
motivate and retain Directors, KMP and talent;

(b)  to align the interests of Directors and KMP with the interests of Shareholders and other stakeholders;

(c) risk policies of the Company, such that the remuneration is symmetric with risk outcome and sensitive to the
time horizon of risk, and

(d) country-specific practices including the pay and employment conditions within the industry.

Remuneration framework as well as specific remuneration packages which is tailored to the specific role and
circumstances of each Director and KMP, including the CEO, are reviewed and discussed in the RC meeting. When it
recommends the remuneration package to the Board, the RC takes into consideration the aforementioned factors, the
strategic direction of the Group and industry practice, and benchmarks the remuneration package against relevant
industry players to ensure an appropriate remuneration level and mix that recognises the performance, potential and
responsibilities of these individuals. Specific remuneration packages for each Director in respect of FY2019 have been
approved by the Board and is explicitly disclosed on a named basis, on pages 98 to 101 of this annual report.

Remuneration of Non-executive Directors. The Directors’ Fees for each non-executive Director which comprise a
basic fee and attendance fees, is appropriate to the level of contribution, taking into account factors such as effort,
time spent, and responsibilities. Directors’ Fees are reviewed annually by the RC to benchmark such fees against the
amounts paid by other listed companies of similar size. No changes were proposed to the Directors’ Fees structure, and
the Directors’ Fees structure for the financial year ending 31 December 2020 (“FY2020") remains the same as FY2019,
and is as follows:

. Attendance Fee
Basic Fee per annum (SGD) (SGD)
Position Board Audit Nominating Remuneration  Strategy and Board and Board
Committee Committee Committee Investment Committees
Committee
Chairman 100,000 37,500 12,500 12,500 6,250 1,000 for each
day of attending
Member 50,000 12,500 6,250 6,250 3,125 any Board or
Board Committee
meeting

The Company submits the quantum of Directors’ Fees of each financial year, which is to be paid quarterly in arrears, to
Shareholders for approval at its AGM. Shareholders’ approval will be sought at the forthcoming AGM of the Company in
respect of the proposed payment of Directors’ fees of up to S§750,000 (payable quarterly in arrears) for FY2020.

Remuneration of Executive Directors and KMP. Performance measures and remuneration packages of the executive
Directors and KMP are principally based on the achievement of the objectives of their functions as set up in the key
performance indicators agreed by each individual, taking into consideration the scope of work, performance, potential
and responsibilities of these individuals. Qualitative evaluation, such as vocational competence, responsibility at work
and activity in the workplace, as well as the quality of work in relation to the demands and goals of duties, has also been
used to evaluate and assess the Management’s performance in FY2019.
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In conjunction with developments in natural rubber market as well as convergence in quality requirement at
consumers’ end, the operating segment of the Group has been further streamlined which led to a change in certain
KMP's designation and scope of responsibilities. Mr Ng Eng Kiat was appointed Managing Director of Halcyon Rubber
Company (HRC) Group, which focuses on tyre major business whereas Mr Andrew Trevatt was appointed Chief
Commercial Officer of Corrie MacColl Group, the business segment which manages plantation in Cameroon and
Malaysia, as well as distribution business in Europe and the United States. The Company has three (3) KMP (who are
not Directors or the CEO) for FY2019. Disclosure of their remuneration pursuant to the Code is as follows:

Name Position Salary Allowance/ Variable Remuneration
(%) Benefit Bonus Band®
(%) (%)

Andrew Trevatt Chief Commercial 100 - - Band 2
Officer, Corrie MacColl
Group

Ng Eng Kiat Managing Director, 100 - - Band 1
HRC Group

Loh Jui Hau Chief Financial Officer 80 - 20 Band 1
(“CFQO”)

Note:

(1) Remuneration Bands are as follows:
Band 1 : From S$250,000 up to S$500,000
Band2 : From SS$500,001 up to S$750,000

The total remuneration paid to the three (3) KMP (who are not Directors or the CEO) for FY2019 was approximately
S$1,515,000, and has been approved by the Board.

Summary of RC Observations for FY2019. The Group's remuneration policies are appropriate, effective, meet the
commercial requirements to remain competitive, are sensitive to the time horizon of risk and allow flexibility in response
to prevailing circumstances, and align with the long-term interest of the Group. Currently, there are no employee share
schemes provided by the Company or the Group, and the Company does not have any long-term incentive plans. None
of the Directors and KMP received any termination, retirement and post-employment benefits. All Directors and the
KMP are remunerated on an earned basis. There is no employee in the Group who is a substantial shareholder of the
Company or immediate family member of a Director or the CEO or substantial shareholders.

The Board is satisfied that the Directors and Management devoted the necessary time and energy to fulfilling their
commitments, and have met the aforementioned performance conditions in FY2019. Having considered the prevailing
circumstances and financial performance of the Company, the executive Directors have offered to waive their
contractual bonus entitlement which is otherwise payable to them under the terms of their service agreements. The
executive Directors and KMP (with the exception of the CFO) were not paid annual wage supplement or other variable
allowances in FY2019, and their remuneration is solely made up of base salary. The CFO is rewarded variable bonus for
effective fund management as well as providing strong financial coordination and expertise on the various financing
initiatives under the demanding circumstances during the challenging year.

The Board is of the view that the Company’s remuneration decision for FY2019 aligns with the long-term interests of
Shareholders and other stakeholders, as well as the risk management policy of the Company. The Company did not
engage any remuneration consultants or professional firms in FY2019.

ACCOUNTABILITY AND AUDIT

The Board is accountable and answerable to the Shareholders for all aspects of the Company. It endeavours to ensure
that Shareholders are furnished with timely information, full disclosure of material information and aims to present a
balanced and understandable assessment of the Company’s performance, position and prospects to the Shareholders.
The Board is responsible for the governance of risks and ensuring that effective system of risk management and
internal controls is in place. Its function relating to overseeing both internal and external audits is delegated to the AC.
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Risk Management and Internal Controls

The Board as a whole is responsible for the governance of risk and determines the nature and extent of the significant
risks which the Company is willing to take in achieving its strategic objection and creating value for the Shareholders.
It provides oversight in the design, implementation and monitoring of the risk management framework and policies, as
well as the system of internal controls. The Board also ensures that Management puts in place action plans to mitigate
the risks identified, and undertake remedial actions to rectify any control lapses. It devotes significant attention to
maintaining an effective system of risk management and internal controls, to safeguard the investment of the Company
and its Shareholders, and ensure that risks are managed in the best interests of the Group. The principal risks facing the
Company are described under the section “Risk Management” on page 31 of this annual report.

In assessing the effectiveness of the Group'’s internal controls, the Board focuses on identifying control gaps in the
business process, areas for improvement and areas where controls can be strengthened. This process assists in
ensuring that primary key objectives are met, material assets are properly safeguarded, fraud or errors in the accounting
records are prevented or detected, accounting records are accurate and complete, and reliable financial information
is prepared in compliance with applicable internal policies, laws and regulations. The Company’s internal audits
supplement the Group’s evaluation on all matters concerning internal controls including the assessment of any issue
identified in the course of internal audit as well as the administration and implementation of the Group’s internal policies
and procedures.

The Company has a dedicated team which is responsible for developing, monitoring and maintaining risk management
controls and reporting any key issues to Management. A risk management committee (“RMC”) formed by the
Management which comprises the CEO, Managing Director - HRC Group, Chief Commercial Officer - Corrie MacColl
Group and CFO, is responsible to assess and determine the nature and extent of the financial risks which the Company
is allowed to take. The Group Risk Management Policy which imposed appropriate measures and limits to control
commercial risk exposures be reviewed regularly to ensure it is symmetric with market environment and Group’s
operations.

The internal controls practice of each of the Group’s functions is reviewed annually or when circumstances warrant
the review process, such as during the integration process after completion of an acquisition, to enhance the standard
operating procedures and ensure the newly acquired business is fully compliant with the Group's policies and
procedures. The Board’s commentary on the Company’s risk management and internal controls is set out on page 114
of this Annual Report.

Audit Committee

The AC is chaired by the Lead Independent Director, Mr Nisbet, and comprises Mr Liew, Mr Khoo and Mr Demierre. The
members of the AC are professionals who have extensive experience in senior management positions, including two (2)
retired audit partners from Big-four accounting firms with extensive accounting and financial management expertise.
The AC members are therefore appropriately qualified to discharge their responsibilities. None of the AC members
were previous partners or directors of the Company’s external audit firm within the last two (2) years and none of the
AC members hold any financial interest in such external audit firm. The executive Director, Mr Demierre remained as
a member of the AC after the enforcement of the Code which provides that the AC to comprise only non-executive
Directors. The Board considered that the AC has discharge its functions effectively since its inception and the existence
of an executive Director who knows the business contributes to a constructive relationship between Management and
the AC, and will not hinder the independent judgement of the AC.

The main responsibility and objective of the AC is to assist the Board in fulfilling its financial and other oversight
responsibilities by serving as an independent and objective party to oversee, monitor and appraise the integrity of
the Company’s financial reporting process, the internal controls and risk management systems as well as the audits
processes. Significant findings in the course of its reviews are reported to the Board.

Pursuant to the written TOR endorsed by the Board, AC has the following key functions:

(a) oversight of financial reporting, monitor integrity of the Group’s financial statements and any public financial
reporting;

(b) review the assurance provided by the CEO and the CFO on the financial records and financial statements;

(c) review and recommend to the Board, the appointment or re-appointment of the external auditors and matters
relating to their removal, remuneration and terms of engagement;
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(d) review and evaluate at least annually the adequacy, effectiveness, independence, scope and results of internal
and external audits;

(e) review and report to the Board at least annually on the effectiveness and adequacy of the Company’s internal
controls and risk management systems;

(f) review interested person transactions involving the Group in accordance with the Listing Manual;

(9) review and approve future hedging policy, instruments used for hedging and foreign exchange policy and practice
of the Group;

(h) review whistleblowing policy arrangement, lead the independent investigations and ensure appropriate follow-up
actions, if any; and

(i) generally undertake such other functions and duties as may be required by the Listing Manual.

To ensure it could discharge its functions properly, AC has the explicit authority to investigate any matters within its
TOR and has full access to and the cooperation of Management. The AC has full discretion to invite any Director or
executive officer to attend any AC meeting to answer questions which the AC may have. It also has direct access to
the Company’s external auditors and is conferred the authority to source external resources including obtaining legal
or other professional advice and services. It may commission an independent audit on internal controls and risk
management for its assurance, or where it is not satisfied with the systems of internal controls and risk management.

The AC performed, among others, the following core duties and activities in FY2019:

Financial Reporting. The Company’s financial results are prepared and presented in compliance with statutory
requirements including applicable accounting standards and Listing Manual. The AC safeguards the integrity
in financial reporting and ensures such reporting is in compliance with the requirements of the Singapore Financial
Reporting Standards. It reviews all announcements relating to the Company’s financial performance, and oversees
significant financial reporting issues and assessments, in particular, reviews the Group’s application and consistency
of financial and accounting policies, judgments and practices. The AC, when satisfied that the financial results and
related announcements meet statutory requirements, would submit and recommend the release of the financial results
and related announcements to the Board. Any significant issues and judgement that AC considered in relation to the
financial statements and the actions to address such concerns will also be reported to the Board. The Company’s
quarterly and full year financial results are provided to Shareholders and published on the SGX-ST within the timeline
stipulated under the Listing Manual, after they are approved by the Board.

Following the recent amendments to Rule 705 of the Listing Manual, the Board has decided to announce its financial
statements on a half-yearly basis. The Company will continue to comply with its continuing disclosure obligations to keep
the Shareholders updated when appropriate, should there be any material developments (financial or otherwise) relating
to the Company or the Group.

External Audits. AC reviews the overall scope of external audits prior to each audit process, to ensure material areas
are covered and sufficient attention is paid to higher risk areas. During the course of review of the Company’s financial
statements for FY2019, the AC has discussed each of the key audit matters (“KAMs") with the Management as well as
EY. The AC has assessed and considered the Management’s approach, methodology and assumptions applied to each
of the KAMs, and was satisfied with the appropriateness of the analyses performed by the Management. The AC agrees
and concurs with the basis and conclusions included in EY’s report with respect to the KAMs. For more information on
the KAMs, please refer to pages 133 to 134 of this annual report.

The scope and results of auditing by the Company’s external auditors, EY, its cost effectiveness, as well as its
independence and objectivity are reviewed by the AC annually. The AC and the Board are satisfied that the aggregate
amount of audit fees paid and/or payable to EY in connection with the audit as well as non-audit services for FY2019
is appropriate. Having considered the relevant provisions under the applicable regulations, the cooperation extended by
the Management and the fact that the non-audit services were provided by a separate team from EY, notwithstanding
that the non-audit fees exceeded 50% of the total fees paid and/or payable to EY, AC is of the view that the
independence or objectivity of EY is not impaired. For details of fees paid and/or payable to EY in respect of audit and
non-audit services, please refer to Note 8 of the Notes to the Financial Statements on page 169 of this annual report.

Taking into consideration all relevant factors (with reference to the audit quality indicators as published by the
Accounting and Regulatory Authority) including the adequacy of resources, experience of supervisory and professional
staff to be assigned to the audit process, the quality of work carried out by EY, the size and complexity of the Group,
its businesses and operations, AC has recommended that EY be re-appointed as the Company’s external auditors for
FY2020. The appointment of external auditors of the Group complies with Rules 712 and 715 of the Listing Rules.



CORPORATE GOVERNANCE REPORT

Internal audits. The Board believes that outsourcing the internal audit function to a professional firm is beneficial
as the professional service provider has a broad range of expertise, resources, advanced degrees and technological
specialisation to undertake the internal audit of the Group, especially for the Group’s business which has global
presence.

AC decides on the appointment, termination and remuneration of Nexia TS Risk Advisory Pte Ltd (“Nexia”), the Group’s
internal auditor since May 2013. To ensure that the review on internal controls is conducted effectively, Nexia's primary
reporting line is to the AC, and it is granted unfettered access to all the Company’s documents, records, properties and
personnel.

Internal audits are performed accordingly to the audit plan and scope agreed between Nexia and the AC. Nexia reviews,
then evaluates and tests the effectiveness of the internal controls on material business process including financial,
operational, compliance and information technology controls that are in place in each of the Group’s key operating units.
The primary functions of the internal audit function are to:

(a) assess the relevant risks related to the Group’s business operations and evaluate if an adequate system of
internal controls is in place to protect the funds and assets of the Group;

(b) assess if operations of the business processes under review are conducted efficiently and effectively and to
ensure control procedures are complied with; and

(c) identify and recommend improvement to internal control procedures, where required.

Nexia presented the internal audit reports, which compile the detailed findings relevant to the Group’s key operating
units which it had reviewed, to the AC during quarterly meetings. Any material non-compliance or failure in internal
controls, recommendations for improvements and remedial actions taken by Management are reported to the AC. If
action plans to mitigate the risks are required, the AC would instruct and ensure that Management undertakes follow-up
actions.

The AC reviews the adequacy, effectiveness, independence and scope of the internal audit function annually, including
the internal audit plans, activities, budget for internal audit and organisational structure of Nexia. It believes that the
internal audit conducted by Nexia for FY2019 attained professional standards, including those promulgated by The
Institute of Internal Auditors. The AC is satisfied that the internal audit function has adequate resources given that there
is a team of ten (10) members assigned to the Company’s internal audits, led by Ms Pamela Chan who has 13 years of
relevant experience, and Nexia has appropriate standing within the Group during FY2019, and that the quantum of fee
paid or payable to Nexia should not put its objectivity at risk.

The AC (excluding Mr Demierre) meets with the internal and external auditors without the presence of Management
at least once a year, to obtain feedback on the competency and adequacy of the finance function and to ascertain if
there are any material weaknesses or control deficiencies in the Group’s financial reporting and operational systems.
Mr Demierre, being an Executive Director, has been excluded from the aforesaid meeting(s) to ensure that the AC
remains a platform for external and internal auditors to provide their independent opinions without the influence of
Management. This safeguard is essential to ensure that the presence of an executive Director on the AC will not lead to
any conflict of interest or impede the independence of the AC.

Governance of Risk. The AC is tasked to assist the Board to oversee Management in the design, implementation
and monitoring of the internal controls and risk management systems. This includes identifying weaknesses and
recommending areas for improvement and additional risk mitigations, where necessary. The Management reviews
the conditions of the industry and any factors or events that may affect the Group’s operations, and presented its
observation of the potential risks to the AC during quarterly meetings. Any material changes to the key risks areas are
also reported to the AC as soon as they are identified. AC has reviewed the up-to-date risk register, the implementation
and execution of standard operating procedures, as well as remedial actions recommended by the internal auditor and
implemented by Management. The AC reports annually to the Board, its view on the effectiveness and adequacy of the
Group's internal controls (including financial, operational, compliance and information technology controls) and risk
management systems.

Whistleblowing Framework. The Group has in place and has published on its website, a channel to raise concerns about
any suspected improprieties. Its Whistleblowing Policy provides employees and third-parties a direct channel to the
AC for the raising of concerns about any improprieties in matters of financial reporting, or other aspects in confidence
and in good faith, without fear of reprisal. All whistleblowing matters come under the purview of the AC, to ensure
independent investigation of such matters and for appropriate follow-up action. The Whistleblowing Policy and its
effectiveness will be reviewed by the AC periodically, with any recommendations regarding updates or amendments
being made to the Board as required.

[aggregate] [innovate] [sustain]
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Interested Person Transactions (“IPT”). The AC reviews IPTs (if any) at its quarterly meetings and annually with
the Company’s external auditors, to ensure that established procedures for monitoring the IPTs have been complied
with. The AC is satisfied that the guidelines and review procedures established to review IPTs have been complied
with in FY2019. Further information relating to the IPTs during FY2019 is provided under the section “Interested Person
Transactions”.

Summary of the Board and AC’s Observations for FY2019. The Board is of the view that the AC comprises members
with requisite qualifications and sufficient financial management expertise to discharge the AC’s functions competently.
It has received assurances from the CEO and CFO that for FY2019:

(a) the Group’s financial records have been properly maintained and the financial statements give a true and fair
view of the Group'’s operations and finances; and

(b) the Group's risk management and internal controls systems are adequate and effective in addressing the
financial, operational, compliance and information technology risks of the Group.

With the assurances from the CEO together with the CFO, and following its assessment on the following:
(a)  the reviews of the reports of Nexia;

(b) internal controls established and maintained by the Group;

(c) remedial actions taken by the Management according to internal auditor’'s recommendations; and
(d)  reports from EY,

the Board, with the concurrence of the AC, is of the opinion that the Group’s present risk management and internal
controls systems are adequate and effective in addressing the financial, operational, compliance and information
technology risks of the Group. However, the Board notes that the risk management and internal controls provide
reasonable, but not absolute, assurance against material misstatements of loss, and include the safeguarding of assets,
the maintenance of proper accounting records, the reliability of financial information, compliance with appropriate
legislation, regulation and best practice, and the identification and containment of business risk. The Board also notes
that all internal control systems contain inherent limitations and no system of internal controls can provide absolute
assurance against the occurrence of material errors, poor judgement in decision-making, human error losses, fraud or
other irregularities.

SHAREHOLDER RIGHTS AND ENGAGEMENT

The Company’s corporate governance practices promote fair and equitable treatment of all Shareholders. Shareholders,
as the owners of the Company, are entitled to attend and vote at general meetings, to a share of the Company’s profits
and all other rights pursuant to The Companies Act (Chapter 50) of Singapore (the “Companies Act”) as well as the
provisions of the Company’s Constitution.

Shareholder Rights and Conduct of Shareholder Meetings

The Company’s general meetings provide an opportune forum for Shareholders to meet the Board and senior
management and to interact with them. It is the Company’s principal forum for dialogue with Shareholders. The
Directors and Management actively engage Shareholders before and after general meetings, to understand the view
of Shareholders, to gather inputs and address their concerns. General meetings are attended by all Directors whenever
possible, and would normally be chaired by the Chairman of the Board. Chairmen of the Board Committees are also
available at the meetings to answer any questions relating to the operations of the Board Committees. The Company’s
external auditors are also present to address Shareholders’ queries about the conduct of audit and the preparation
and content of the auditors’ report. The participation of Shareholders was encouraging and Shareholders actively
communicated their views in the general meeting which was held in FY2019.

Updates on the Company’s performance and position are presented to the Shareholders in the general meetings, and
such presentation materials are made available on the SGX-ST and the Company’s website prior to the meetings, for the
benefit of the Shareholders.
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Shareholders are properly informed of the meeting schedule and the agenda of meeting at least 14 or 21 days (as
the case may be) prior to the date appointed for the general meeting. The notice of general meeting issued to all
Shareholders is advertised in newspapers and disseminated through SGXnet, as well as published on the Company’s
website.

Rules (including the appointment of proxy(ies) and voting procedures) that govern the attendance for general
meetings are clearly set out in the notice of general meeting as well as the proxy form. Pursuant to the Constitution,
every Shareholder is entitled to attend and vote at the general meetings of the Company and is allowed to appoint not
more than two (2) proxies to vote on his/her behalf at the general meetings during his/her absence. Notwithstanding,
specified intermediaries such as CPF, banks and capital market services license holders which provide custodial
services are allowed to appoint multiple proxies.

Sufficient and necessary information required for Shareholders to make informed decisions is provided or accompanied
by the notice convening each general meeting. At general meetings, each issue is proposed as a separate resolution
and Shareholders are given the right to express their views and exercise their voting rights on each resolution to be
debated and decided upon. The Company has mandated poll voting since 2014. The polling agent appointed by the
Company will explain the rules and tabulation procedures used for poll voting at the Company’s general meetings,
before the polling starts. At each general meeting, an independent scrutineer is appointed to count and validate the
votes prior to declaration of poll results by the Chairman. Details on voting outcomes including the number of votes
cast for and against together with the respective percentages are displayed on-screen immediately after voting on
each resolution is closed. Such results also be announced to the public through SGXnet in accordance with the format
prescribed under the Listing Manual.

The proceedings of general meetings, including significant comments or queries from Shareholders relating to the
agenda of the meeting, and responses from the Board and Management are properly recorded. Minutes of general
meetings are available to Shareholders upon request.

The record of Directors’ attendance at the general meeting held in FY2019 is set out on pages 98 to 101 of this annual
report.

The Board noted that the Ministry of Finance will review the Companies Act to expressly provide for the use of digital
means for companies to conduct meetings and interact with stakeholders. Accordingly, the Board will review the need to
amend the Constitution to allow for, among other, the absentia voting at general meetings, at an appropriate time.

Dividend Policy. The Company currently does not have a fixed dividend policy, to allow greater flexibility on the capital
management. It continually reviews strategic options to enhance shareholders value, including potential acquisitions
or realisation of assets. As any of such strategic actions would affect the allocation of fund, the Company decided
to review and/or determine its dividend policy at the most appropriate time. The Company recorded a net loss and
consequently no dividend has been declared or recommended in respect of FY2019 .

Engagement with Shareholders

The Company recognises that effective communication with investors assists the creation and maintenance of
an informed market, and enhances corporate governance by encouraging a culture of transparency in relation to its
corporate activities and proposals. The Company gives Shareholders a balanced and understandable assessment of its
performance, position and prospects. It is the policy of the Board that all Shareholders are informed in a comprehensive
and timely manner on all major or material developments that have an impact on the Group. To facilitate Shareholders’
rights and to ensure fair communication with the Shareholders, all information about the Company’s new initiatives
which would be likely to materially affect the price or value of the Company’s shares are promptly disseminated to
Shareholders through the following platforms:

(@)  SGXnet announcements and news release;

(b) Annual Report and notice of general meetings issued to all shareholders;
(c) press releases on major developments of the Group;

(d) the Company’s general meeting; and

(e) the corporate website (http://www.halcyonagri.com) maintained by the Company that allows all stakeholders to
stay informed of material updates in a timely manner.

[aggregate] [innovate] [sustain]
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The Company has in place an Investor Relations Policy which allows for an ongoing exchange of views so as to actively
engage and promote regular, effective and fair communication with Shareholders. The Company employs various
platforms, including briefing for analysts after the release of its quarterly financial results, to effectively engage the
Shareholders and the investment community, with an emphasis on timely, accurate, fair and transparent disclosure of
information. Shareholders or public may ask questions relating to the Company through the online submission form
under the Company's website.

Apart from statutory announcements, the Company’s website is also regularly updated with business operations,
important dates and recapitulate any big announcements. Materials relating to the Group including the financial results,
press releases, annual reports and various other investor-related information are also available on the corporate
website.

The Group’s efforts in upholding the highest standards of corporate governance have been recognised by the
Singapore Corporate Awards 2019, with the Company being awarded the Gold Award for Best Annual Report in the
category for listed companies with market capitalisation of below S$1 billion. This award recognises the extent and
quality of voluntary disclosures in the Company’s annual reports, honours SGX-listed companies as well as individuals
who, through their corporate practices, have helped to raise Singapore’s corporate disclosure standards and corporate
governance.

Engagement with Stakeholders

Ethical and ecologically sustainable business practices are fundamental to the Company’s strategy for long-term
growth. The Board remains committed to working with stakeholders and engages them at all levels including
customers, competitors, industry associations, employees, regulators, and suppliers. The Company adopts an
inclusive approach by considering and balancing the needs and interests of material stakeholders, as part of its overall
responsibility to ensure that the best interests of the Company are served. It has arrangements in place to identify and
engage with the material stakeholder groups.

HeveaConnect, a joint venture between the Company, ITOCHU Corporation and DBS Bank Ltd. is one of the Company’s
major initiatives which aims to connect natural rubber stakeholders in the rubber industry, supports the Company’s
commitment towards a more sustainable rubber industry. HeveaConnect digital marketplace aims to promote greater
price transparency in the natural rubber market, and serves as an all-inclusive platform for farmers, producers, tyre
manufacturers, as well as facilitators such as financial institutions, logistics and warehousing suppliers. Its goal is to
be the leading digital marketplace for sustainable natural rubber and a trading platform, which promotes eco-friendly
practices and embraces supply chain transparency.

Other information on the Group’s corporate social responsibility initiatives and engagements with material stakeholder
groups is set out in pages 41 to 83 of this annual report.

DEALING IN SECURITIES

The Company observes and complies with Rule 1207(19) of the Listing Rules on dealings in securities and issues
quarterly notices in FY2019 to its Directors, officers and employees on the restrictions in dealing in the Company’s
securities during the period commencing two (2) weeks before the announcement of the Company'’s financial results for
each of the first three quarters of its financial year, and one (1) month before the announcement of the Company’s full-
year financial results, and ending on the date of the announcement of the relevant results. Notices prohibiting dealing
in Company securities will also be sent to the Group’s Directors, officers and employees as and when circumstances
are deemed appropriate, such as when a discussion relating to an acquisition is expected to take a long period of time
before it achieves certainty.

Following the Board’s decision to cease quarterly financial reporting, the restrictions in dealing in the Company’s
securities shall commence one (1) month before the publishing of the Company’s half year and full year financial
statements.

Directors, officers and employees are reminded periodically not to trade in the Company'’s securities at any time while in
possession of unpublished price sensitive information, and to refrain from dealing in the Company’s securities on short-
term considerations. They are also advised to be mindful of the laws on insider-trading at all times even when dealing in
securities within the permitted trading period.
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INTERESTED PERSON TRANSACTIONS

The Group does not have a general mandate from Shareholders for IPTs. The assessment of IPTs is under the purview
of the AC, to ensure that any transaction to be entered into with interested persons (as defined in the Listing Manual)
will be assessed independently, and that the transaction is carried out on normal commercial terms and are not
prejudicial to the interests of the Company or its minority Shareholders.

Any contract to be made with an interested person will not be proceeded with unless the pricing is determined in
accordance with the Group's usual business practices and policies, consistent with the usual margin given or price
received by the Group for the same or substantially similar type of transactions with the unrelated parties, and that
the terms are not more favourable to the interested person than those extended to or received from unrelated parties.
Where it is impractical or not possible to compare against the terms of other transactions with unrelated third parties
or in situations where the products or services may be purchased only from an interested person, such IPT must be
reviewed and approved by the AC, and the AC member who is perceived to be related to the interest person is refrained
from deliberating, reviewing and approving that particular transaction. A review on all IPTs entered into by the Group
(if any), will be incorporated into the Group’s internal audit plan.

During FY2019, there were no IPTs which were more than S$100,000 entered into by the Group or subject to Rules 905,
906 and 907 of the Listing Manual.

MATERIAL CONTRACTS

Other than the service agreements entered into with the CEO and the COOQ, there were no material contracts (including
loans) entered into by the Company or any of its subsidiaries involving the interest of the CEO, any Directors, or
controlling shareholders which are either still subsisting at the end of FY2019 or if not then subsisting, entered into
since the end of the previous financial year ended 31 December 2018.

DISCLOSURE ON COMPLIANCE WITH THE CODE

Summary disclosure of key corporate governance practices pursuant to Rule 710 of the Listing Manual, with specific
reference to the principles and provisions of the Code, and wherever applicable, the disclosure guide developed by the
SGX-ST in January 2015 (the “Disclosure Guide”).

Principle and Provisions Page reference

in this Annual

Report
General Yes. Page 96
Compliance with all the principles and provisions of the Code
Key information on each Director
Background of Directors Pages 3210 36

Age, designation, roles, appointment dates, length of directorship, present and pass three (3) Pages 98 to 101
years directorship in other listed companies (if any), meeting attendance and remuneration

Supplemental information on Directors seeking re-election at AGM Pages 120 to 129
Director’s shareholding Page 130
Provision 1.2
Page 106

The induction, training and development provided to new and existing directors

Disclosure Guide

Types of information and training provided to new directors and existing directors to keep them | Pages 104 and 106
up-to-date

[aggregate] [innovate] [sustain]
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Principle and Provisions

Page reference
in this Annual

Report
Disclosure Guide
Types of information which the company provides to independent directors to enable them to Pages 104 and 106
understand its business, the business and financial environment as well as the risks faced by the
company, and the frequency of such information provided
Provision 1.3
. Pages 102 to 103
Matters that require board approval
Provision 1.4 P 97 and 105
ages 97 an
Names of the members of the board committees, the terms of reference, any delegation of the | ?14
board'’s authority to make decisions, and a summary of each board committee’s activities
Provision 1.5
The number of meetings of the board and board committees held in the year, as well as the | Pages 9810 101
attendance of every board member at these meetings
Provision 2.4
The board diversity and progress made towards implementing the board diversity policy, including | Page 104
objectives
Practice Guidance 4
How the board, with its collection of skills, experience and diversity, meets the needs of the | Pages 96 and 104
company
Disclosure Guide
(a) The board’s policy with regard to diversity in identifying director nominees
(b)  Whether the current composition of the board provides diversity on each of the following -
skills, experience, gender and knowledge of the company, and elaborate with numerical data | Pages 96 and 104
where appropriate
(c) Steps that the board has taken to achieve the balance and diversity necessary to maximise
its effectiveness
Provision 4.3
Process for the selection, appointment and re-appointment of directors to the board, including the
o ) ) . ) . . Pages 105to 107
criteria used to identify and evaluate potential new directors and channels used in searching for
appropriate candidate
Provision 4.4
The board should identify in the company’s annual report each director it considers to be
independent. Where the board considers a director to be independent in spite of the existence of | Pages 96 and 106
a relationship which may affect his or her independence, the nature of the director’s relationship
and the reasons for considering him or her as independent should be disclosed
Disclosure Guide
Page 104

Compliance with the guideline on the proportion of independent directors on the board

Disclosure Guide
Identify the independent director who has served on the board for more than nine years from

Not Applicable

the date of his first appointment, and set out the board’s reasons for considering him or her | Pages 96 and 106
independent

Provision 4.5

The listed company directorships and principal commitments of each director, and where Pages 98 to 101
a director holds a significant number of such directorships and commitments, the nominating | 4410710108 '
committee’s and board’s reasoned assessment of the ability of the director to diligently discharge

his or her duties are disclosed

Disclosure Guide

(a) Maximum number of listed company board representations which directors may hold, and Pages 10710 108

the reasons for this number should be disclosed
(b) Specific considerations in deciding on the capacity of directors
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Principle and Provisions

Page reference
in this Annual

Report

Provision 5.2
How the assessments of the board, its board committees and each director have been Pages 107 t0 108
conducted, including the identity of any external facilitator and its connection, if any, with the
company or any of its directors
Provision 6.4

. . . Page 110
The company discloses the engagement of any remuneration consultants and their independence
Principle 8
Clear disclosure of remuneration policies, level and mix of remuneration, and procedure for | Pages 10810110
setting remuneration, and the relationship between remuneration, performance and value creation
Provision 8.1
The company discloses the policy and criteria for setting remuneration, as well as names,
amounts and breakdown of remuneration of (a) each individual director and the CEO; and (b) | Pages 9810101,
at least the top five key management personnel (who are not directors or the CEO) in bands no | and 108to 110

wider than S$$250,000 and in aggregate the total remuneration paid to these key management
personnel

Provision 8.2

Names and remuneration of employees who are substantial shareholders of the company, or are
immediate family members of a director, the CEO or a substantial shareholder of the company,

Not Applicable

and whose remuneration exceeds S$100,000 during the year, in bands no wider than $$100,000. | Page 110

The disclosure states clearly the employee’s relationship with the relevant director or the CEO or

substantial shareholder

Provision 8.3

The company discloses all forms of remuneration and other payments and benefits, paid by the Pages 10810 110

company and its subsidiaries to directors and key management personnel of the company, and
also discloses details of employee share schemes

Practice Guidance 8
The aggregate amount of any termination, retirement and post-employment benefits that may be

Not Applicable

granted to directors, the CEO and at least the top five key management personnel (who are not | Page 110
directors or the CEO)
Provision 9.2
Whether the board has received assurance from (a) the CEO and the CFO that the financial
records have been properly maintained and the financial statements give true and fair view Page 114
of the company’s operations and finances; and (b) the CEO and the other key management
personnel who are responsible, regarding the adequacy and effectiveness of the company’s risk
management and internal control systems
Practice Guidance 9
The board should comment on the adequacy and effectiveness of the company’s risk | Page114
management and internal control system
Disclosure Guide Page 113
Whether the company have an internal audit function g
Disclosure Guide
Aggregate amount of fees paid to the external auditors for that financial year, and breakdown

o ‘ ) ) ¢ ; ! Pages 112 and 169
of fees paid in total for audit and non-audit services respectively, or an appropriate negative
statement
Provision 11.3

Pages 9810 101

Directors’ attendance at general meetings of shareholders held during the financial year

Provision 12.1
The steps taken by the company to solicit and understand the views of shareholders

Pages 114t0 116

Provision 13.2

The strategy and key areas of focus in relation to the management of stakeholder relationships | Page 116
during the reporting period.
Disclosure Guide

Page 115

Where dividends are not paid, company should disclose their reasons

[aggregate] [innovate] [sustain]

SUPPLEMENTAL INFORMATION ON DIRECTORS SEEKING RE-ELECTION

The information required under Rule 720(6) and Appendix 7.4.1 of the SGX-ST Listing Manual in respect of Directors seeking re-election at the Company’s Annual General Meeting

is set out below.
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DIRECTORS’ STATEMENT

[
(-
(—]
=
™ The directors present their statement to the members together with the audited consolidated financial statements of
=
= Halcyon Agri Corporation Limited (the “Company”) and its subsidiaries (collectively, the “Group”) and the statement of
(=]
= financial position and statement of changes in equity of the Company for the financial year ended 31 December 2019.
8
&
< 1. Opinion of the directors
E om—
a5} (] - .
= = In the opinion of the directors,
S g
% ‘;" S 2 0] the consolidated financial statements of the Group and the statement of financial position and statement
of changes in equity of the Company are drawn up so as to give a true and fair view of the financial
position of the Group and of the Company as at 31 December 2019 and the financial performance,
changes in equity and cash flows of the Group and changes in equity of the Company for the year ended
on that date; and
(ii) at the date of this statement there are reasonable grounds to believe that the Company will be able to pay
its debts as and when they fall due.
o 2. Directors
[
: o o The directors of the Company in office at the date of this statement are:
<4 z =
Liu Hongsheng
Robert Meyer
g Pascal Demierre
— < Alan Nisbet
L—, S Randolph Khoo
] 2 Liew Choon Wei
= e Wang Wei
! ] Jeremy Goon
: = Qin Jinke
e 8 Lam Chun Kai
m
= 8
= = [e] o . .
] ¥ zZ zZ 3 Arrangements to enable directors to acquire shares or debentures
adad
£ Except as disclosed in this report, neither at the end of nor at any time during the financial year was the
‘é Company a party to any arrangement whose objects are, or one of whose objects is, to enable the directors of
=) the Company to acquire benefits by means of the acquisition of shares or debentures of the Company or any
= g other body corporate.
(%]
ke o
o= S . y. .
E 5 4. Directors’ interest in shares or debentures
>
= 39 The following directors, who held office at the end of the financial year, had, according to the register of directors’
S E o shareholdings required to be kept under Section 164 of the Singapore Companies Act, Chapter 50, an interest in
g @ E ° the shares of the Company and related corporations (other than wholly-owned subsidiaries) as stated below:
an|z
IE Direct interest Deemed interest
© -
= o £ v o S S = _ Atthe _ Atthe
(= 88 58 ¢ g >. 88 5% 5 2S53% beginning of At the end of beginning of At the end of
E S8aozxg 258 © g 2 §§ S 5 % g,g 225 %,% Name of director financial year financial year financial year  financial year
L =S 2 < = s K] £ S5 © D i
= §§8 é§8§§'§'§ E = S2= 3 ‘;gg‘gég_) ~8 < g Ordinary shares of the Company
— o] S E S O S O o= _.
- SEel58,525858E° |oz8EgpaREns Robert Meyer - - 55,500,000 55,500,000
== o T QO S O = < =S=TS 99 co ]
E g < %% 2 ‘?3 £ %‘ § S o g,_i § = = ‘E"_ E S E S5% g2 Pascal Demierre 11,300,000 11,300,000 24,825 24,825
[ — = - D = C = = Q O = [0 = O QO © .
E ,,3 §§§§§g§§g§g.§g§g§ g§_§§§ig“§§g Alan Nisbet - - 400,000 400,000
o =R s e 0= TT|l3g3Q g2 e 5
E 'E E % § S % o % g\b, E § 4.5% senior perpetual securities issued by the Company in denominations of US$200,000
@ PS5
. s S >°<358%5:2 Robert Meyer US$1,300,000 - - -
o GE' ISSSLSch ohn
—] 3 )
(7] =

3|
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DIRECTORS’ STATEMENT

Directors’ interest in shares or debentures (cont'd)

There was no change in any of the above-mentioned interests in the Company between the end of the financial
year and 21 January 2020.

Except as disclosed in this statement, no director who held office at the end of the financial year had interests in
shares, share options, warrants or debentures of the Company, or of related corporations, either at the beginning

HALCYON AGRI - 2019 CORPORATE REPORT

DIRECTORS’ STATEMENT

Audit committee (cont'd)

) Reviewed interested person transactions which fall under the scope of the Listing Manual of the
Singapore Exchange Securities Trading Limited.

The AC, having reviewed all non-audit services provided by the external auditor, is satisfied that the nature and
extent of such services would not affect the independence of the external auditor.

of the financial year, or date of appointment if later, or at the end of the financial year.
During the year, four AC meetings were held. The AC also had a private discussion with internal and external
auditors, without the presence of the Company’s management.
5. Share options
Further details regarding the AC are disclosed in the Corporate Governance Report.
(a) Options to take up unissued shares

During the financial year, no option to take up unissued shares of the Company or any corporation in the 7. Auditor
Group were granted.
Ernst & Young LLP have expressed their willingness to accept re-appointment as auditor.
(b) Options exercised

During the financial year, there were no shares of the Company or any corporation in the Group issued by
virtue of the exercise of an option to take up unissued shares.

(c) Unissued shares under option
On behalf of the Board of Directors:
At the end of the financial year, there were no unissued shares of the Company or any corporation in the
Group under option.

6. Audit committee

The Company’s audit committee (AC) carried out its functions in accordance with section 201B (5) of the

Companies Act, Chapter 50 of Singapore, and it had performed the following core duties and activities (not Robert Meyer
exhaustive) during the financial year ended 31 December 2019: Director
a) Reviewed the audit plans, adequacy, effectiveness, scope of audit and reporting obligation of the internal

and external auditors;

b) Reviewed the quarterly and full year financial statements as well as the auditor’s report, before their
submission to the board of directors (the “Board”);

c) Assessed and concluded the key audit matters with external auditor; Pascal Demierre
Director
d) Reviewed the effectiveness of the internal control systems, including financial, operational, compliance
and information technology controls, as well as the risk management systems;
Singapore
e) Held a private discussion with the internal and external auditors to discuss matters which would be more 31 March 2020

appropriately deliberated without the presence of the Company’s management, such as the cooperation
of and assistance given by the Company’s management to the internal and external auditors;

f) Reviewed legal and regulatory matters that may have a material impact on the financial statements;

9) Reviewed and evaluated the services of external auditor including the amount of fees paid and/or payable
to the external auditor as well as their independence and objectivity;

h) Reviewed the nature and extent of non-audit services provided by the external auditor;
i) Recommended the re-appointment of the external auditor to the Board;
)] Reported to the Board, the material matters deliberated by the AC with appropriate recommendations

(as the case may be);

k) Reviewed the policy and arrangements for concerns about possible improprieties in financial reporting or
other matters to be safely raised, independently investigated and appropriately followed up on; and

[aggregate] [innovate] [sustain]



INDEPENDENT AUDITOR’S REPORT

To the members of Halcyon Agri Corporation Limited

Report on the audit of the financial statement
Opinion

We have audited the financial statements of Halcyon Agri Corporation Limited (the “Company”) and its subsidiaries
(collectively, the “Group”), which comprise the statements of financial position of the Group and the Company as at
31 December 2019, the consolidated income statement, consolidated statement of comprehensive income and
consolidated cash flow statement of the Group and the statements of changes in equity of the Group and the Company
for the year then ended, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements of the Group, the statement of financial position
and the statement of changes in equity of the Company are properly drawn up in accordance with the provisions of the
Companies Act, Chapter 50 (the “Act”) and Singapore Financial Reporting Standards (International) (“SFRS(I)") so as to
give a true and fair view of the consolidated financial position of the Group and the financial position of the Company as
at 31 December 2019 and of the consolidated financial performance, consolidated changes in equity and consolidated
cash flows of the Group and changes in equity of the Company for the year then ended.

Basis for opinion

We conducted our audit in accordance with Singapore Standards on Auditing (“SSA”s). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of
our report. We are independent of the Group in accordance with the Accounting and Corporate Regulatory Authority
("ACRA") Code of Professional Conduct and Ethics for Public Accountants and Accounting Entities ("ACRA Code”)
together with the ethical requirements that are relevant to our audit of the financial statements in Singapore, and we
have fulfilled our other ethical responsibilities in accordance with these requirements and the ACRA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
For each matter below, our description of how our audit addressed the matter is provided in that context.

We have fulfilled our responsibilities described in the Auditor’s responsibilities for the audit of the financial statements
section of our report, including in relation to these matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of material misstatement of the financial statements.
The results of our audit procedures, including the procedures performed to address the matters below, provide the basis
for our audit opinion on the accompanying financial statements.

1. Impairment of goodwill and process know-how

As at 31 December 2019, the Group’s goodwill and process know-how amounted to US$286,379,000 and
US$10,000,000 respectively. These represent approximately 50% of the Group's net assets.

We focused on the impairment assessment of goodwill and process know-how because the impairment testing
of the cash generating units (“CGUs”) attributable to these intangibles rely on estimates of value-in-use (“VIU")
based on the CGU’s expected future cash flows. We considered audit of these cash flow projections to be a
key audit matter as these involved significant management judgment, and are based on assumptions that are
affected by expected future market and economic conditions. In addition, judgment has also been exercised by
management in identifying the appropriate CGUs for the impairment test.

The Group uses assumptions in respect of future market and economic conditions such as forecasted rubber
price, forecasted sales volume, growth rates and pre-tax discount rates. We assessed and tested these
assumptions which the outcome of the impairment test is most sensitive and data inputs by comparing them to
historical performance of the CGU and industry outlook reports. We engaged our valuation specialists to assist
us with the audit of the reasonableness of management’s valuation methodologies and certain assumptions
used.

We also reviewed the Group's process in identifying changes to CGUs to which goodwill and/or intangible assets
have been allocated to. We obtained and evaluated management'’s sensitivity analyses to ascertain the impact of
reasonably possible changes in key assumptions and we performed our own independent sensitivity calculations
to quantify the downside changes to management’s models required to result in an impairment.

[aggregate] [innovate] [sustain]
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INDEPENDENT AUDITOR’S REPORT

To the members of Halcyon Agri Corporation Limited

Key audit matters (cont’d)
1. Impairment of goodwill and process know-how (cont'd)

We also assessed the adequacy of the disclosures concerning those key assumptions to which the outcome of
the impairment test is most sensitive, as well as changes to CGUs during the year. The disclosures on goodwill
and process know-how and key assumptions are included in Note 11.

2. Measurement of biological assets

The Group has rubber plantations for which the latex and rubber trees are subject to valuation. In December
2019, as disclosed in Note 3.1(a), the Group has reclassified Cameroon plantation as non-bearer plant measured
at fair value less cost of disposal. A gain of US$52,698,000 was recorded on the date of reclassification in the
financial year ended 31 December 2019.

As at 31 December 2019, biological assets of the Group amounted to US$299,466,000 (2018: US$10,225,000).
These biological assets, where significant, are fair valued by professional independent valuers engaged by the
Group using industry/market accepted valuation methodology. Due to the measurement of fair value being
inherently judgement and significance of the amount, we have considered this to be a key audit matter.

We had obtained the valuation of biological assets prepared by independent professional valuers engaged by
the Group. The fair value reports are reviewed by us together with our valuation specialists for appropriateness
of the fair value methodology used and reasonableness of the assumptions used which include forecast cash
flows, discount rates and yield rates for the plantation and market prices of the latex and log. We assessed the
competence, capability and objectivity of the independent professional valuers and assessed the reasonableness
of their conclusions having regard to the key assumptions mentioned above.

For Cameroon plantation, we discussed with management on the change of business model during the year, and
corroborate the discussion to business plan and feasibility studies carried out by management. We reviewed
management’s accounting treatment of fair value gain on the date of reclassification in accordance with
SFRS(I) 1-41.

Other information

Management is responsible for other information. The other information comprises the information included in the
annual report, but does not include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of management and directors for the financial statements

Management is responsible for the preparation of financial statements that give a true and fair view in accordance
with the provisions of the Act and SFRS(l), and for devising and maintaining a system of internal accounting controls
sufficient to provide a reasonable assurance that assets are safeguarded against loss from unauthorised use or
disposition; and transactions are properly authorised and that they are recorded as necessary to permit the preparation
of true and fair financial statements and to maintain accountability of assets.

In preparing the financial statements, management is responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

The directors’ responsibilities include overseeing the Group's financial reporting process.



INDEPENDENT AUDITOR’S REPORT

To the members of Halcyon Agri Corporation Limited

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
SSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with SSAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group's internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

° Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’'s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the
Group to cease to continue as a going concern.

° Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that achieves
fair presentation.

° Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the financial statements. We are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related safeguards.

From the matters communicated with the directors, we determine those matters that were of most significance in the
audit of the financial statements of the current period and are therefore the key audit matters.

We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter
or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits
of such communication.

[aggregate] [innovate] [sustain]

INDEPENDENT AUDITOR’S REPORT

To the members of Halcyon Agri Corporation Limited

Report on other legal and regulatory requirements

In our opinion, the accounting and other records required by the Act to be kept by the Company and by those subsidiary
corporations incorporated in Singapore of which we are the auditors have been properly kept in accordance with the
provisions of the Act.

The engagement partner on the audit resulting in this independent auditor’s report is Yee Woon Yim.

Ernst & Young LLP
Public Accountants and
Chartered Accountants

Singapore
31 March 2020



CONSOLIDATED INCOME STATEMENT CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the financial year ended 31 December 2019

Note 2019 2018 Note 2019 2018
Uss$'000 Us$'000 Us$'000 Uss$'000
Revenue 4 1,907,747 2,141,034 Loss for the financial year (3,730) (13,413)
Cost of sales (1,800,395) (2,022,591) Other comprehensive income
Gross profit 107,352 118443 Items that may be reclassified subsequently to profit or loss
Other income 5 62,248 6,655 Exchange differences on translation of foreign operations 7,171 (31,711)
Selling expenses (45,174) (43,859) Net fair value changes on derivative financial instruments at fair value
General and administrative expenses (90,143) (81,521) through other comprehensive income reclassified to profit or loss 314 (315)
General and administrative expenses— foreign exchange gain 4,361 5342 Realisati_op of foreign currency translation reserve upon liquidation of
Impairment losses on financial assets (324) (585) a subsidiary - (5.333)
Operating profit 38,320 4475 Items that will not be reclassified subsequently to profit or loss
Finance income 6(a) 6,069 4900 Actuarial gain on retirement benefit obligation (net of tax) 697 3,132
) Net fair value loss on equity instruments at fair value through other
Finance costs 6(b) (40,826) (26,174) comprehensive income 2) @)
Share of loss of an associate (252) (165) Other comprehensive income/(loss) for the financial year net of tax 8,180 (34,231)
Profit/(Loss) before tax 8 331 (16,964) Total comprehensive income/(loss) for the financial year net of tax 4,450 (47,644)
Income tax (expense)/credit 7 (7,041) 3,551
Loss for the financial year (3,730) (13,413) Attributable to:
- Owners of the Company 6,529 (40,766)
Loss attributable to: - Non-controlling interests (2,079) (6,878)
Owners of the Company (1,633) (8484) Total comprehensive income/(loss) for the financial year net of tax 4,450 (47,644)
Non-controlling interests (2,097) (4,929)
(3,730) (13,413)
Loss per share (“LPS"):
Basic and diluted (cents per share) 10 (0.31) (0.96)
The accompanying accounting policies and explanatory notes form an integral part of the financial statements. The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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STATEMENTS OF FINANCIAL POSITION STATEMENTS OF FINANCIAL POSITION

AS at 31 December 2019 AS at 31 December 2019
Group Company Group Company
Note 2019 2018 2019 2018 Note 2019 2018 2019 2018
US$'000 USS$'000 USs$'000 USs$'000 USs$'000 USs$'000 US$'000 USS$'000
ASSETS LIABILITIES AND EQUITY
Non-current assets Current liabilities
Intangible assets 11 300,941 300,903 914 1,164 Derivative financial instruments 20 10,534 1,920 507 670
Property, plant and equipment 12 311,652 294,972 3,320 168 Trade payables 23 38,331 34,570 - -
Plantation and biological assets 16 466,079 380,391 - - Other payables 24 55,076 55,682 257,991 123,150
Investment properties 13 44,718 46,799 - - Loan payables 25 611,821 520,400 347,047 293,750
Deferred tax assets 15 21,259 15,056 - - Provision for taxation 6,187 12,418 552 1
Deferred charges 433 352 - - Lease liabilities 30 3,124 42 1,021 -
Other assets 1,618 1,787 - - Total current liabilities 725,073 625,032 607,118 417,571
Loans and other receivables 19 3,425 3,491 - - Net current assets 38,724 144,647 256,103 392,595
Investment in subsidiaries 14(a) - - 685,671 680,010 .
) ) Non-current liabilities
Investment in an associate 14(b) 1,035 1,190 - -
Loan payables 25 511,912 391,640 342,454 297,817
Total non-current assets 1,151,160 1,044,941 689,905 681,342 . o
Retirement benefit obligations 26 22,541 19,024 - -
Current assets Deferred tax liabilities 15 48,012 38,643 71 36
Cash and bank balances 17 57,905 125,214 369 770 Lease liabilities 30 10,203 132 1,823 -
Trade receivables 18 133,753 146,745 - - Other payables 24 8,228 4,263 - -
Loans and other receivables 19 159,700 146,186 861,924 808,726 Total non-current liabilities 600,896 453,702 344,348 297,853
Tax receivables 11,696 9,386 - - Net assets 588,988 735,886 601,660 776,084
Derivative financial instruments 20 20,523 44,190 928 670 3
. Capital and reserves
Inventories 21 375,394 297,941 - - .
. . Share capital 27 603,874 603,874 603,874 603,874
Consumable biological assets 16 6 17 - - .
Perpetual securities 28 - 148,690 - 148,690
758,977 769,679 863,221 810,166 ]
. Capital reserve 29(a) 1,814 1,617 - -
Assets classified as held for sale 22 4,820 - - -
Other reserves 29(b) (2,952) (3,313) (1,310) -
Total current assets 763,797 769,679 863,221 810,166
Accumulated (losses)/profit (56,162) (51,651) (904) 23,520
Total assets 1,914,957 1,814,620 1,553,126 1,491,508 ] ]
Foreign currency translation reserve 29(c) 14,903 7,749 - -

Equity attributable to owners of the

Company 561,477 706,966 601,660 776,084
Non-controlling interests 27,511 28,920 - -
Total equity 588,988 735,886 601,660 776,084
Total liabilities and equity 1,914,957 1,814,620 1,553,126 1,491,508

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.

[aggregate] [innovate] [sustain]
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STATEMENTS OF CHANGES IN EQUITY

For the financial year ended 31 December 2019
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CONSOLIDATED CASH FLOW STATEMENT

For the financial year ended 31 December 2019

Operating activities
Profit/(Loss) before tax

Adjustments for:
Depreciation expense
Amortisation of intangible assets
Amortisation of right-of-use assets
Retirement benefit expense
Interest income
Interest expense

Fair value gain on open forward commodities contracts and
inventories, unrealised

Fair value gain on investment properties

Fair value gain on biological assets
Unrealised foreign exchange (gain)/loss
Impairment of property, plant and equipment

(Gain)/Loss on disposal of property, plant and equipment and
investment properties

Write off of property, plant and equipment
Inventories written down

Gain on realisation of foreign currency translation reserve upon
liquidation of a subsidiary

Allowance for expected credit losses on trade and other receivables
Net reversal of allowance for doubtful debt
Share of loss of an associate
Operating cash flows before changes in working capital
Trade and other receivables
Inventories
Trade and other payables
Cash used in operations
Interest received
Interest paid
Tax paid
Net cash used in operating activities

Investing activities

Proceeds from issuance of shares of a subsidiary to non-controlling
interests

Acquisition of non-controlling interests

Capital expenditure on property, plant and equipment, intangible assets
and plantation assets

Proceeds from disposal of property, plant and equipment and
investment properties

Acquisition of subsidiaries (net of cash acquired)
Payment of capitalised corporate transaction
Net cash used in investing activities

Note

HALCYON AGRI - 2019 CORPORATE REPORT

2019 2018
Us$'000 USs$'000
3,311 (16,964)
29,367 28,479
839 372
2,798 -
7,016 4,690
(6,069) (4,900)
40,826 26,174
(7,880) (54)
(80) (4,515)
(52,698) (M
(196) 1,730
257 -
(265) 79
591 2,781
1,546 -
- (5,333)

324 585
(4,671) -
252 165
15,268 33,288
8,212 (50,340)
(34,587) 22,453
(3,647) (29,711)
(14,754) (24,310)
2,082 4371
(25,564) (18,828)
(3,381) (14,165)
(41,617) (52,932)
2,200 1,000
- (15,260)
(68,245) (78,714)
523 1,517

- (109,579)

- (208)
(65,522) (201,244)

[aggregate] [innovate] [sustain]

CONSOLIDATED CASH FLOW STATEMENT

For the financial year ended 31 December 2019

Note 2019 2018
Us$'000 Us$'000
Financing activities
Repayment of perpetual securities (150,000) -
Net proceeds of borrowings 209,920 280,593
Net proceeds/(repayment) of term loans 159,779 (15,330)
Net proceeds of other working capital loans 50,141 295,923
Repayment of obligation under lease arrangements (3,055) (582)
Interest paid on term loans (14,623) (12,356)
Dividend distributed to perpetual securities holders 28 (3,375) (6,750)
Dividend paid on ordinary shares 36 - (24,088)
Repayment of shareholder loan for newly acquired subsidiaries - (10,306)
Dividend paid to non-controlling interests (173) (354)
(Increase)/Decrease in pledged deposits (22) 2,288
Net cash generated from financing activities 38,672 228,445
Net decrease in cash and cash equivalents (68,467) (25,731)
Cash and cash equivalents at the beginning of year 122,931 153,372
Effect of exchange rate changes on the balance of cash held in foreign
currencies 1,163 (4,710)
Cash and cash equivalents at the end of year 55,627 122,931
Cash and bank balances comprise the following:
Cash and cash equivalents 55,627 122,931
Fixed deposits — pledged 2,278 2,283
57,905 125,214
Reconciliation of borrowings arising from financing activities:
Group
Loan Lease
payables liabilities
Us$'000 Us$'000
(Note 25) (Note 30)
At 1 January 2018 610,511 582
Net proceeds/(repayment) of borrowings 280,593 (582)
Non-cash items:
- Acquisition of subsidiaries 29,064 -
- Foreign exchange movement (9,328) -
- Amortisation fee for loan 1,200 -
- Others - 174
Total non-cash items 20,936 174
At 31 December 2018 912,040 174
Net proceeds/(repayment) of borrowings 209,920 (3,055)
Non-cash items:
- Addition on right-of-use assets - 15,702
- Foreign exchange movement 550 27
- Amortisation fee for loan 1,223 -
- Others - 479
Total non-cash items 1,773 16,208
At 31 December 2019 1,123,733 13,327

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.



NOTES TO THE FINANCIAL STATEMENTS

HALCYON AGRI - 2019 CORPORATE REPORT

For the financial year ended 31 December 2019

2.1

Corporate information

Halcyon Agri Corporation Limited (the “Company”) is a public limited liability company incorporated and
domiciled in Singapore and is listed on the Main Board of the Singapore Exchange Securities Trading Limited.

The registered office of the Company is located at 180 Clemenceau Avenue, #05-02 Haw Par Centre, Singapore
239922.

As at 31 December 2019, the Company is 54.99% owned by Sinochem International (Overseas) Pte. Ltd, a
company incorporated and domiciled in Singapore. The penultimate holding company is Sinochem International
Corporation Co., Ltd. (“SIC”), which is domiciled in the People’s Republic of China and listed on the Shanghai
Stock Exchange. SIC is 55.76% indirectly owned by FREFRERLQT (also known as Sinochem Group)
(“ultimate holding company”), a state-owned enterprise of the People’s Republic of China.

The principal activity of the Company is investment holding. The principal activities of the subsidiaries and
associates are disclosed in Note 14(a) and Note 14(b) to the financial statements respectively.

Summary of significant accounting policies

(a) Basis of preparation

The consolidated financial statements of the Group and the statement of financial position and statement of
changes in equity of the Company have been prepared in accordance with Singapore Financial Reporting

Standards (International) (“SFRS(1)").

The financial statements have been prepared on the historical cost basis except as disclosed in the accounting
policies below.

The financial statements are presented in United States Dollar (“USD” or “US$") and all values in the tables are
rounded to the nearest thousand (“US$'000") unless otherwise indicated.

New accounting standards effective on 1 January 2019

The accounting policies adopted are consistent with those previously applied under FRS except that in the
current financial year, the Group has adopted all the SFRS(I) which are effective for annual financial periods
beginning on or after 1 January 2019. Except for the impact arising from the matters described below, the
adoption of these standards did not have any material effect on the financial performance or position of the
Group and the Company.

i) SFRS(I) 16 Leases

SFRS(I) 16 supersedes SFRS(l) 1-17 Leases and SFRS(I) INT 4 Determining whether an Arrangement
Contains a Lease, SFRS(I) INT 1-15 Operating Leases-Incentives and SFRS(I) INT 1-27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. The standard sets out the principles for
the recognition, measurement, presentation and disclosure of leases and requires lessees to recognise
most leases on the balance sheet.

Lessor accounting under SFRS(I) 16 is substantially unchanged from SFRS(I) 1-17. Lessors will continue
to classify leases as either operating or finance leases using similar principles as in SFRS(l) 1-17.
Therefore, SFRS(I) 16 did not have an impact for leases where the Group is the lessor.

The Group adopted SFRS(I) 16 using the modified retrospective method of adoption with the date of
initial application of 1 January 2019. Under this method, the standard is applied retrospectively with
the cumulative effect of initially applying the standard recognised at the date of initial application. The
Group elected to use the transition practical expedient to not reassess whether a contract is, or contains
a lease at 1 January 2019. Instead, the Group applied the standard only to contracts that were previously
identified as leases applying SFRS(I) 1-17 and SFRS(I) INT 4 at the date of initial application.

[aggregate] [innovate] [sustain]
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Summary of significant accounting policies (cont’d)

(a) Basis of preparation (cont'd)

New accounting standards effective on 1 January 2019 (cont'd)

i)

SFRS(I) 16 Leases (cont'd)
The effect of adopting SFRS(I) 16 as at 1 January 2019 was as follows:

Impact on the consolidated statement of financial position (increase/(decrease)):

Group

Us$'000
Assets
Property, plant and equipment (218)
Right-of-use assets 11,709
Total assets 11,491
Liabilities
Lease liabilities 11,665
Finance lease liabilities (174)
Total liabilities 11,491

The Group has lease contracts for various items of plant, machinery, vehicles and other equipment.
Before the adoption of SFRS(I) 16, the Group classified each of its leases (as lessee) at the inception date
as either a finance lease or an operating lease. Refer to Note 2.21 Leases for the accounting policy prior
to 1 January 2019.

Upon adoption of SFRS(I) 16, the Group applied a single recognition and measurement approach for all
leases except for short-term leases and leases of low-value assets. Refer to Note 2.21 Leases for the
accounting policy beginning 1 January 2019. The standard provides specific transition requirements and
practical expedients, which have been applied by the Group.

Leases previously classified as finance leases

The Group did not change the initial carrying amounts of recognised assets and liabilities at the date
of initial application for leases previously classified as finance leases (i.e., the right-of-use assets and
lease liabilities equal the lease assets and liabilities recognised under SFRS(I) 1-17). The requirements of
SFRS(I) 16 were applied to these leases from 1 January 2019.



NOTES TO THE FINANCIAL STATEMENTS NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019 For the financial year ended 31 December 2019
2. Summary of significant accounting policies (cont'd) 2. Summary of significant accounting policies (cont'd)
2.1  (a) Basis of preparation (cont’d) 2.2  Standards issued but not yet effective
New accounting standards effective on 1 January 2019 (cont'd) The Group has not adopted the following standards applicable to the Group that have been issued but not yet
effective:

i) SFRS(I) 16 Leases (cont'd)

Effective for annual

Leases previously accounted for as operating leases periods beginning

. . o . . Description on or after
The Group recognised right-of-use assets and lease liabilities for those leases previously classified as .
operating leases, except for short-term leases and leases of low-value assets. The right-of-use assets for Amendments to References to the Conceptual Framework in SFRS(I) Standards 1 January 2020
most leases were recognised based on the carrying amount as if the standard had always been applied, Amendments to illustrative examples, implementation guidance and SFRS(1) practice 1 January 2020
apart from the use of incremental borrowing rate at the date of initial application. In some leases, the statements
right-of-use assets were recognised based on the amount equal to the lease liabilities, adjusted for any Amendments to SFRS(I) 3: Definition of a Business 1 January 2020
related prepaid and accrued lease payments previously recognised. Lease liabilities were recognised ) . .
based on the present value of the remaining lease payments, discounted using the incremental borrowing Amendments to SFRS(1) 1-1 and SFRS() 1-8: Definition of Material 1 January 2020
rate at the date of initial application. Amendments to SFRS(I) 9, SFRS(I) 1-39 and SFRS(I) 7: Interest Rate Benchmark Reform 1 January 2020
) ) ) ) o SFRS(I) 17: Insurance Contracts 1 January 2021
The Group also applied the available practical expedients wherein it Amendments to SFRS(I) 10 and SFRS(I) 1-28: Sale or Contribution of Assets between an Date to be
° Used a single discount rate to a portfolio of leases with reasonably similar characteristics Investor and its Associate or Joint Venture determined
. . . . A The directors expect that the adoption of the other standards above will have no material impact on the financial
° Rellgd on its assessment of whether leases are onerous immediately before the date of initial statements in the period of initial application.
application
° Applied the short-term leases exemptions to leases with lease term that ends within 12 months of 2.3 Basis of consolidation and business combinations
the date of initial application (A)  Basis of consolidation
° Excluded the initial direct costs from the measurement of the right-of-use asset at the date of

The consolidated financial statements comprise the financial statements of the Company and its
subsidiaries as at the end of the reporting period. The financial statements of the subsidiaries used in
the preparation of the consolidated financial statements are prepared for the same reporting date
as the Company. Consistent accounting policies are applied to like transactions and events in similar
circumstances.

initial application

° Used hindsight in determining the lease term where the contract contained options to extend or
terminate the lease

The lease liabilities as at 1 January 2019 can be reconciled to the operating lease commitments as of 31

All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-grou
December 2018, as follows: group p g g group

transactions and dividends are eliminated in full.

Group Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains
US$'000 control, and continue to be consolidated until the date that such control ceases.
Assets s - . L . . .
Losses within a subsidiary are attributed to the non-controlling interest even if that results in a deficit
Operating lease commitments as at 31 December 2018 19,938 balance.
Weighted average incremental borrowing rate as at 1 January 2019 5.16%
Discounted operating lease commitments as at 1 January 2019 11,603 A changg in the ownership interest of a subS|d|ary., YVIthQUt a loss of control, is accounted for as an equity
transaction. If the Group loses control over a subsidiary, it:
Less: . . . . R - . .
. . - de-recognises the assets (including goodwill) and liabilities of the subsidiary at their carrying
Commitments relating to short-term leases (337) amounts at the date when control is lost:
Add: - de-recognises the carrying amount of any non-controlling interest;
Commitments relating to leases previously classified as finance leases 174
Lease payments relating to renewal periods not included in - de-recognises the cumulative translation differences recorded in equity;
operating lease commitments as at 31 December 2018 225 ) ) ) ) )
Lease liabilities as at 1 January 2019 —1 1665 - recognises the fair value of the consideration received;

- recognises the fair value of any investment retained;
- recognises any surplus or deficit in profit or loss;

- re-classifies the Group’s share of components previously recognised in other comprehensive
income to profit or loss or retained earnings, as appropriate.

[aggregate] [innovate] [sustain]
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2.

2.3

2.4

2.5

Summary of significant accounting policies (cont'd)
Basis of consolidation and business combinations (cont'd)
(B)  Business combinations and goodwill

Where a business combination involves entities or businesses under common control, it is outside the
scope of SFRS(I) 3 and may be accounted for using the pooling of interest method or the acquisition
method. Acquisition method is applied when the transaction has substance from the perspective of the
Group in accordance with SFRS(1) 3.

Business combinations are accounted for by applying the acquisition method. Identifiable assets acquired
and liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date. Acquisition-related costs are recognised as expenses in the periods in which the costs
are incurred and the services are received.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration which is deemed
to be an asset or liability, will be recognised in accordance with SFRS(I) 1-39 either in profit or loss or as
a change to other comprehensive income. If the contingent consideration is classified as equity, it is not
remeasured until it is finally settled within equity.

The Group elects for each individual business combination, whether non-controlling interest in the
acquiree (if any), that are present ownership interests and entitle their holders to a proportionate share
of net assets in the event of liquidation, is recognised on the acquisition date at fair value, or at the non-
controlling interest’s proportionate share of the acquiree’s identifiable net assets. Other components of
non-controlling interests are measured at their acquisition date fair value, unless another measurement
basis is required by another SFRS().

Any excess of the sum of the fair value of the consideration transferred in the business combination, the
amount of non-controlling interest in the acquiree (if any), and the fair value of the Group’s previously
held equity interest in the acquiree (if any), over the net fair value of the acquiree’s identifiable assets
and liabilities is recorded as goodwill. The accounting policy for goodwill is set out in Note 2.11(a). In
instances where the latter amount exceeds the former, the excess is recognised as gain on bargain
purchase in profit or loss on the acquisition date.

Transactions with non-controlling interests

Non-controlling interests represents the equity in subsidiaries not attributable, directly or indirectly, to owners of
the Company.

Changes in the Company’s ownership interest in a subsidiary that do not result in a loss of control are accounted
for as equity transactions. In such circumstances, the carrying amounts of the controlling and non-controlling
interests are adjusted to reflect the changes in their relative interests in the subsidiary. Any difference between
the amount by which the non-controlling interest is adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to owners of the Company.

Subsidiaries
A subsidiary is an investee that is controlled by the Group. The Group controls an investee when it is exposed, or
has rights, to variable returns from its involvement with the investee and has the ability to affect those returns

through its power over the investee.

In the Company’s separate financial statements, investments in subsidiaries are accounted for at cost less
impairment losses.

[aggregate] [innovate] [sustain]
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Summary of significant accounting policies (cont’d)
Associates

An associate is an entity over which the Group has the power to participate in the financial and operating policy
decisions of the investee but does not have control or joint control of those policies.

The Group account for its investments in associates using the equity method from the date on which it becomes
an associate. On acquisition of the investment, any excess of the cost of the investment over the Group’s share
of the net fair value of the investee’s identifiable assets and liabilities is accounted as goodwill and is included
in the carrying amount of the investment. Any excess of the Group’s share of the net fair value of the investee's
identifiable assets and liabilities over the cost of the investment is included as income in the determination of
the entity’s share of the associate’s profit or loss in the period in which the investment is acquired.

Under the equity method, the investment in associates are carried in the statement of financial position at cost
plus post-acquisition changes in the Group’s share of net assets of the associates. The profit or loss reflects the
share of results of the operations of the associate. Distributions received from associates reduce the carrying
amount of the investment. Where there has been a change recognised in other comprehensive income by the
associates, the Group recognises its share of such changes in other comprehensive income. Unrealised gains
and losses resulting from transactions between the Group and associate are eliminated to the extent of the
interest in the associates.

When the Group’s share of losses in an associate equals or exceeds its interest in the associate, the Group does
not recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.

After application of the equity method, the Group determines whether it is necessary to recognise an additional
impairment loss on the Group's investment in associate. The Group determines at the end of each reporting
period whether there is any objective evidence that the investment in the associate is impaired. If this is the
case, the Group calculates the amount of impairment as the difference between the recoverable amount of the
associate and its carrying value and recognises the amount in profit or loss.

The financial statements of the associates are prepared as the same reporting date as the Company. Where
necessary, adjustments are made to bring the accounting policies in line with those of the Group.

Foreign currency

The financial statements are presented in United States Dollar (“USD"), which is also the Company’s functional
currency. Each entity in the Group determines its own functional currency and items included in the financial
statements of each entity are measured using that functional currency.

(a)  Transactions and balances

Transactions in foreign currencies are measured in the respective functional currencies of the Company
and its subsidiaries and are recorded on initial recognition in the functional currencies at exchange
rates approximating those ruling at the transaction dates. Monetary assets and liabilities denominated
in foreign currencies are translated at the rate of exchange ruling as at the statement of financial
position date. Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transactions.

Exchange differences arising on the settlement of monetary items or on translating monetary items at the
end of the reporting period are recognised in profit or loss.

(b)  Consolidated financial statements

For consolidation purpose, the assets and liabilities of foreign operations are translated into USD at the
rate of exchange ruling at the statement of financial position date and their profit or loss are translated
at the exchange rates prevailing at the date of the transactions. The exchange differences arising on
the translation are recognised in other comprehensive income. On disposal of a foreign operation, the
component of other comprehensive income relating to that particular foreign operation is recognised in
profit or loss.
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2.8

2.9

Summary of significant accounting policies (cont’d)
Property, plant and equipment

All items of property, plant and equipment are initially recorded at cost. Subsequent to recognition, property, plant
and equipment are measured at cost less accumulated depreciation and any accumulated impairment losses.
The cost includes the cost of replacing part of the property, plant and equipment and borrowing costs that are
directly attributable to the acquisition, construction or production of a qualifying property, plant and equipment.
The accounting policy for borrowing costs is set out in Note 2.18. The cost of an item of property, plant and
equipment is recognised as an asset if, and only if, it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can be measured reliably.

When significant parts of property, plant and equipment are required to be replaced in intervals, the Group
recognises such parts as individual assets with specific useful lives and depreciation, respectively. Likewise,
when a major inspection is performed, its cost is recognised in the carrying amount of the plant and equipment
as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognised in
profit or loss as incurred.

Depreciation is computed on a straight-line basis over the estimated useful lives of the assets as follows:

Leasehold improvements and renovation - T10years
Office equipment - 2years
Computers and software - 1to 5years
Leasehold buildings - 20years
Plant and machinery - 10years
Vehicles - 4to10years
Leasehold land - 20to95years

Freehold land is not depreciated.

Assets under construction included in property, plant and equipment are not depreciated as these assets are not
yet available for use.

Plantation establishment costs, consisting of costs directly incurred during the period of plantation development,
are not depreciated. The establishment costs will be transferred to plantation assets and will be subject to
depreciation upon commencement of rubber tapping activities.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable.

The residual value, useful life and depreciation method are reviewed at each financial year-end, and adjusted
prospectively, if appropriate.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on de-recognition of the asset is included in profit or loss in
the year the asset is derecognised.

Land use rights

Certain plantation lands in Cameroon were given land use rights by the State of Cameroon in 1996 for a period
of 50 years plus 50 years, renewable at a nominal value to the Group. With the Group’s continuing investment
in replanting and extension on the plantation land, the Group is of the view that it is not likely that the land use
rights will not be renewed at the expiring of its current term. The land use rights is depreciated over its remaining
useful life of 78 years.

[aggregate] [innovate] [sustain]
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Summary of significant accounting policies (cont’d)
Investment properties

Investment properties are properties that are owned by the Group that are held to earn rentals or for capital
appreciation, or both, rather than for use in the production or supply of goods or services, or for administrative
purposes, or in the ordinary course of business. Investment properties comprise completed investment
properties and properties that are being constructed or developed for future use as investment properties.
Properties held under operating leases are classified as investment properties when the definition of an
investment property is met.

Investment properties are initially measured at cost, including transaction costs.

Subsequent to initial recognition, investment properties are measured at fair value. Gains or losses arising from
changes in the fair values of investment properties are included in profit or loss in the year in which they arise.

Investment properties are derecognised when either they have been disposed of or when the investment property
is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gains
or losses on the retirement or disposal of an investment property are recognised in profit or loss in the year of
retirement or disposal.

Intangible assets
(a)  Goodwill

Goodwill is initially measured at cost. Following initial recognition, goodwill is measured at cost less any
accumulated impairment losses.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to the Group’s cash-generating units that are expected to benefit from
the synergies of the combination, irrespective of whether other assets or liabilities of the acquiree are
assigned to those units.

The cash-generating units to which goodwill have been allocated is tested for impairment annually and
whenever there is an indication that the cash-generating unit may be impaired. Impairment is determined
for goodwill by assessing the recoverable amount of each cash-generating unit (or group of cash-
generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit
is less than the carrying amount, an impairment loss is recognised in profit or loss. Impairment losses
recognised for goodwill are not reversed in subsequent periods.

Where goodwill forms part of a cash-generating unit and part of the operation within that cash-generating
unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying
amount of the operation when determining the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on the relative fair values of the operations disposed
of and the portion of the cash-generating unit retained.

(b) Other intangible assets

Intangible assets acquired separately are measured initially at cost. The cost of intangible assets
acquired in a business combination is their fair value as at the date of acquisition. Following initial
acquisition, intangible assets are carried at cost less any accumulated amortisation and any accumulated
impairment losses. Internally generated intangible assets, excluding capitalised development costs,
are not capitalised and expenditure is reflected in profit or loss in the year in which the expenditure is
incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite useful lives are amortised over the estimated useful lives and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The amortisation
period and the amortisation method are reviewed at least at each financial year-end. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the
asset is accounted for by changing the amortisation period or method, as appropriate, and are treated as
changes in accounting estimates.
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Summary of significant accounting policies (cont'd)
Intangible assets (cont'd)
(b) Other intangible assets (cont'd)

Intangible assets with indefinite useful lives or not yet available for use are tested for impairment annually,
or more frequently if the events and circumstances indicate that the carrying value may be impaired either
individually or at the cash-generating unit level. Such intangible assets are not amortised. The useful life
of an intangible asset with an indefinite useful life is reviewed annually to determine whether the useful
life assessment continues to be supportable. If not, the change in useful life from indefinite to finite is
made on a prospective basis.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in profit or
loss when the asset is derecognised.

(i) Process know-how
The useful life of the process know-how was estimated to be indefinite because based on the
current demand for rubber, management believes there is no foreseeable limit to the period over
which the process know-how are expected to generate net cash inflows for the Group.

(i) Customer relationship
Customer relationship acquired was initially recognised at cost and was subsequently carried
at cost less accumulated amortization and accumulated impairment losses. These costs are
amortised to the income statement using the straight line method over 10 years.

(ili)  Computer software
Acquired computer software licences are initially capitalised at cost and was subsequently carried

at cost less accumulated amortization and accumulated impairment losses. These costs are
amortised to the income statement using the straight line method over 5 years.

2.12 Bearer plants and biological assets

The classification of rubber trees as bearer plant or non-bearer plant depends on the business plan for respective
rubber plantations, pertinent facts and circumstances surrounding the trees, plantation and relevant market or
industry considerations. Rubber trees are not considered bearer plant when there is commercial viable plan to
sell the rubber tree as lumber at the end of the rubber production life to an established market.

Financial year ended 31 December 2018

Bearer plants consist of the oil palm trees in the Malaysian plantation and rubber trees in Cameroon and Ivory
Coast plantations. Cultivation of seedlings is stated at cost. The accumulated cost will be classified as immature
plantations at the time of planting. Mature plantations are stated at cost less accumulated depreciation and
impairment. The Group has reassessed its depreciation methodology for plantation assets as its significant
investment in bearer plants over the last few years is starting to reach maturity. The Group concluded that
depreciating the mature plantations by the expected yield pattern of the bearer plants over their useful
lives, estimated at 30 years, is more reflective of the pattern in which the assets future benefit are expected
to be consumed. The carrying value of bearer plants are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable. A bearer plant is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on
derecognition of the bearer plant is included in the profit or loss when the bearer plant is derecognised.

Biological assets consist of rubber trees in the Malaysian plantations and produce that grows on oil palm trees
in the Malaysian plantations, and rubber latex in the Cameroon and Ivory Coast plantation. These are measured
at fair value less estimate costs to sell. Gains or losses arising on initial recognition of plantations at fair value
less estimated costs to sell and from the changes in fair value less estimated costs to sell of plantations at each
reporting date are included in profit or loss for the period in which they arise.

[aggregate] [innovate] [sustain]
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Summary of significant accounting policies (cont’d)
Bearer plants and biological assets (cont'd)
Financial year ended 371 December 2019

Bearer plants consist of the oil palm trees in the Malaysian plantation and rubber trees in Ivory Coast
plantation. Cultivation of seedlings is stated at cost. The accumulated cost will be classified as
immature plantations at the time of planting. Mature plantations are stated at cost less accumulated
depreciation and impairment. The Group concluded that depreciating the mature plantations by the
expected yield pattern of the bearer plants over their useful lives, estimated at 30 years, is more
reflective of the pattern in which the assets future benefit are expected to be consumed. The carrying
value of bearer plants are reviewed for impairment when events or changes in circumstances indicate
that the carrying value may not be recoverable. A bearer plant is derecognised upon disposal or
when no future economic benefits are expected from its use or disposal. Any gain or loss arising on
derecognition of the bearer plant is included in the profit or loss when the bearer plant is derecognised.

Biological assets consist of rubber latex and rubber trees in the Malaysian and Cameroonian plantations,
produce that grows on oil palm trees in the Malaysian plantations and rubber latex in Ivory Coast plantation.
These are measured at fair value less estimate costs to sell. Gains or losses arising on initial recognition of
plantations at fair value less estimated costs to sell. Gains or losses arising on initial recognition of plantations
at fair value less estimated costs to sell of plantations at each reporting date are included in profit or loss for the
period in which they arise.

Refer Note 3.1(a) on the reclassification of the Cameroon rubber plantations during the financial year. Fair value
gain arising from reclassification of rubber trees from bearer plants to non-bearer plants is recognised in profit or
loss in the year of reclassification.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when an annual impairment testing for an asset is required, the Group makes an estimate of
the asset’s recoverable amount.

An asset’s recoverable amount is the higher of an asset’'s or cash-generating unit’s fair value less costs of
disposal and its value in use and is determined for an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets or groups of assets. Where the carrying amount
of an asset or cash-generating unit exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount.

The Group bases its impairment calculation on detailed budgets and forecast calculations which are prepared
separately for each of the Group's cash-generating units to which the individual assets are allocated. These
budgets and forecast calculations are generally covering a period of five years. For longer periods, a long-term
growth rate is calculated and applied to project future cash flows after the fifth year.

Impairment losses of continuing operations are recognised in profit or loss.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any
indication that previously recognised impairment losses may no longer exist or may have decreased. If such
indication exists, the Group estimates the asset’'s or cash-generating unit's recoverable amount. A previously
recognised impairment loss is reversed only if there has been a change in the estimates used to determine
the asset’s recoverable amount since the last impairment loss was recognised. If that is the case, the carrying
amount of the asset is increased to its recoverable amount. That increase cannot exceed the carrying amount
that would have been determined, net of depreciation, had no impairment loss been recognised previously.
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2. Summary of significant accounting policies (cont’d)

2.14 Financial instruments

(@

Financial assets

Initial recognition and measurement

Financial assets are recognised when, and only when, the Group becomes a party to the contractual
provisions of the financial instrument. The Group determines the classification of its financial assets at
initial recognition.

When financial assets are recognised initially, they are measured at fair value, plus, in the case of financial
assets not at fair value through profit or loss, directly attributable transaction costs. Transaction costs of
financial assets carried at fair value through profit or loss are expensed in profit or loss.

Trade receivables are measured at the amount of consideration to which the Group expects to be entitled
in exchange for transferring promised goods or services to a customer, excluding amounts collected on
behalf of third party, if the trade receivables do not contain a significant financing component at initial
recognition.

Subsequent measurement

Debt instruments
(i) Amortised cost

Financial assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortised cost. Financial
assets are measured at amortised cost using the effective interest method, less impairment. Gains
and losses are recognised in profit or loss when the assets are derecognised or impaired, and
through the amortisation process.

(i) Fair value through other comprehensive income (FVOCI)

Financial assets that are held for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at FVOCI. Financial assets measured at FVOCI are subsequently measured at fair
value. Any gains or losses from changes in fair value of the financial assets are recognised in
other comprehensive income, except for impairment losses, foreign exchange gains and losses
and interest calculated using the effective interest method are recognised in profit or loss. The
cumulative gain or loss previously recognised in other comprehensive income is reclassified from
equity to profit or loss as a reclassification adjustment when the financial asset is de-recognised.

(i)  Fair value through profit or loss

Assets that do not meet the criteria for amortised cost or FVOCI are measured at fair value
through profit or loss. A gain or loss on a debt instruments that is subsequently measured at fair
value through profit or loss and is not part of a hedging relationship is recognised in profit or loss
in the period in which it arises.

Investments in equity instruments

On initial recognition of an investment in equity instrument that is not held for trading, the Group may
irrevocably elect to present subsequent changes in fair value in OCI. Dividends from such investments
are to be recognised in profit or loss when the Group’s right to receive payments is established. For
investments in equity instruments which the Group has not elected to present subsequent changes in fair
value in OCI, changes in fair value are recognised in profit or loss.

Derivatives
Derivatives are initially recognised at fair value on the date of derivative contract is entered into and are

subsequently remeasured to their fair value at the end of each reporting period. Changes in fair value of
derivatives are recognised in profit or loss.
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Summary of significant accounting policies (cont’d)

2.14 Financial instruments (cont’d)

2.15

()

(b)

(©)

Financial assets (cont’d)

De-recognition

A financial asset is derecognised where the contractual right to receive cash flows from the asset has
expired. On de-recognition of a financial asset in its entirety, the difference between the carrying amount
and the sum of the consideration received and any cumulative gain or loss that had been recognised in
other comprehensive income is recognised in profit or loss.

Financial liabilities

Initial recognition and measurement

Financial liabilities are recognised when, and only when, the Group becomes a party to the contractual
provisions of the financial instrument. The Group determines the classification of its financial liabilities at
initial recognition.

All financial liabilities are recognised initially at fair value plus in the case of financial liabilities not at fair
value through profit or loss, directly attributable transaction costs.

Subsequent measurement

After initial recognition, financial liabilities that are not carried at fair value through profit or loss are
subsequently measured at amortised cost using the effective interest method. Gains and losses are
recognised in profit or loss when the liabilities are derecognised, and through the amortisation process.

De-recognition

A financial liability is de-recognised when the obligation under the liability is discharged or cancelled or
expired. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as a de-recognition of the original liability and the recognition of a new liability, and
the difference in the respective carrying amounts is recognised in profit or loss.

Gain/loss on commodity contracts

Commodity contracts to buy and sell natural rubber commodities can be subject to net settlement if
market conditions are favourable. Such commodity contracts and derivative financial instruments are
marked to market at market rates prevailing at the end of the reporting period. Unrealised gains or losses
are taken to profit or loss. Market value is generally based on listed market prices. If listed market prices
are not available, market value is determined based on relevant factors, including trade price quotations,
time value and volatility factors underlying the commodities and price quotations for similar commodities
traded in different markets, including markets located in different geographical areas.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs") for all debt instruments not held
at fair value through profit or loss. ECLs are based on the difference between the contractual cash flows due
in accordance with the contract and all the cash flows that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The expected cash flows will include cash flows from the
sale of collateral held or other credit enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in
credit risk since initial recognition, ECLs are provided for credit losses that resulted from default events that
are possible within the next 12 months (a 12 month ECL). For those credit exposures for which there has been
a significant increase in credit risk since initial recognition, a loss allowance is recognised for credit losses
expected over the remaining life of the exposures, irrespective of timing of the default (an ECL).
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Summary of significant accounting policies (cont’d)
Impairment of financial assets (cont'd)

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore the Group does
not track changes in credit risk, but instead recognises a loss allowance based on ECLs at each reporting date.
The Group has established a provision matrix that is based on its historical credit loss experience, adjusted for
forward looking factors specific to the debtors and the economic environment.

For debt instruments at fair value through OCI, the Group applies the low credit risk simplification. At every
reporting date, the Group evaluates whether the debt instrument is considered to have low credit risk using all
reasonable and supportable information that is available without undue cost or effort. In making that evaluation,
the Group reassess the internal credit rating of the debt instrument. In addition, the Group considers that there
has been a significant increase in credit risk when the contractual payments are more than 90 days past due.

The Group considers a financial asset in default when contractual payments are 365 days past due. However,
in certain cases, the Group may also consider a financial asset to be in default when internal and external
information indicates that the Group is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements held by the Group. A financial asset is written off when there is no
reasonable expectation of recovering the contractual cash flows.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand and short term deposits that are readily
convertible to known amount of cash and which are subject to an insignificant risk of changes in value.

Inventories

Inventories except consumables are carried at the fair market value at the end of each reporting period, whereby
the resulting unrealised gain or loss is recognised in profit or loss. This is an alternative policy allowed by SFRS(I)
1-2 Inventories for commodity broker or trader, as this better reflect the performance of the Group. The Group’s
operating activities, including procurement of raw materials, selling of finished goods and entering into forward
commodity (natural rubber) contracts are subject to movements in the market prices of natural rubber. The
Group has two main types of sales contracts and purchase contracts; long term contracts (“LTCs”) and spot
contracts (“Spot”). The prices for LTCs are usually determined based on the average market price for the delivery
months, whereas the prices for Spot contracts are usually agreed on the day the Spot contracts are entered. In
addition to the management of the price risk between the sales and purchase activities, which is the key driver
and contributor to the Group’s profitability, the Group also provided other ancillary services such as processing
and distribution. The profit for these ancillary services is recognised in the profit or loss only when these services
are performed by the Group.

Consumables are stated at the lower of cost and net realisable value. Cost is calculated using the weighted
average method. Net realisable value represents the estimated selling price less all estimated costs of
completion and costs to be incurred in marketing, selling and distribution.

Borrowing costs

Borrowing costs are capitalised as part of the cost of a qualifying asset if they are directly attributable to the
acquisition, construction or production of that asset. Capitalisation of borrowing costs commences when the
activities to prepare the asset for its intended use or sale are in progress and the expenditures and borrowing
costs are incurred. Borrowing costs are capitalised until the assets are substantially completed for their intended
use or sale. All other borrowing costs are expensed in the period they occur. Borrowing costs consist of interest
and other costs that an entity incurs in connection with the borrowing of funds.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and the amount of the obligation can be estimated reliably.

Provisions are reviewed at the end of each reporting period and adjusted to reflect the current best estimate.
If it is no longer probable that an outflow of resources embodying economic benefits will be required to settle
the obligation, the provision is reversed. If the effect of the time value of money is material, provisions are
discounted using a current pre-tax rate that reflects, where appropriate, the risks specific to the liability. When
discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.
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Summary of significant accounting policies (cont’d)

2.20 Employee benefits

2.21

(a)  Retirement benefit costs

Payments to defined contribution retirement benefit plans are charged as an expense when employees
have rendered the services entitling them to the contributions. Payments made to state-managed
retirement benefit schemes, such as the Singapore Central Provident Fund, are dealt with as payments to
defined contribution plans where the group’s obligations under the plans are equivalent to those arising in
a defined contribution retirement benefit plan.

For defined benefit retirement benefit plans, the cost of providing benefits is determined using the
Projected Unit Credit Method, with actuarial valuations being carried out at the end of each reporting
period. Remeasurement comprising actuarial gains and losses, the effect of the changes to the asset
ceiling (if applicable) and the return on plan assets (excluding interest), is reflected immediately in the
statement of financial position with a charge or credit recognised in other comprehensive income in
the period in which they occur. Remeasurement recognised in other comprehensive income is reflected
immediately in retained earnings and will not be reclassified to profit or loss. Service costs which include
current service cost, past service cost and gains or losses on non-routine settlement are recognised
as expense in profit or loss. Net interest is calculated by applying the discount rate based on high
quality long term bonds at the beginning of the period to the net defined benefit liability or asset. Net
interest on the net defined benefit liability or asset is recognised as expense or income in profit or loss

Defined benefit costs are categorised as follows:

° Service cost;
. Net interest expense or income of the net retirement benefit obligation; and
° Re-measurements of net retirement benefit obligation

The Group presents the first two components of defined benefit costs in profit or loss in the line item
‘Employee benefit expense’. Curtailment gains and losses are accounted for as past service costs.

The retirement benefit obligation recognised in the statement of financial position represents the actual
deficit or surplus in the group’s defined benefit plans. Any surplus resulting from this calculation is
limited to the present value of any economic benefits available in the form of refunds from the plans or
reductions in future contributions to the plan.

A liability for a termination benefit is recognised at the earlier of when the entity can no longer withdraw
the offer of the termination benefit and when the entity recognises any related restructuring costs.

(b)  Employee leave entitlement
Employees’ entitlement to annual leave is recognised as a liability when they are accrued to the
employees. The undiscounted liability for leave expected to be settled wholly before twelve months after
the end of the reporting period is recognised for services rendered by employees up to the end of the
reporting period.

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

Group as a lessee
The Group applies a single recognition and measurement approach for all leases, except for short-term leases

and leases of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use
assets representing the right to use the underlying assets.
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Summary of significant accounting policies (cont'd)
Leases (cont'd)

Group as a lessee (cont'd)

(i) Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost
of right-of-use assets includes the amount of lease liabilities recognised, initial direct costs incurred, and
lease payments made at or before the commencement date less any lease incentives received. Right-of-
use assets are depreciated on a straight-line basis over the shorter of the lease term and the estimated
useful lives of the assets.

If ownership of the leased asset transfers to the Group at the end of the lease term or the cost reflects
the exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

The right-of-use assets are also subject to impairment. Refer to the accounting policies in Note 2.13.
(ii) Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present
value of lease payments to be made over the lease term. The lease payments include fixed payments
(including in substance fixed payments) less any lease incentives receivable, variable lease payments
that depend on an index or a rate, and amounts expected to be paid under residual value guarantees. The
lease payments also include the exercise price of a purchase option reasonably certain to be exercised
by the Group and payments of penalties for terminating the lease, if the lease term reflects the Group
exercising the option to terminate. Variable lease payments that do not depend on an index or a rate are
recognised as expenses (unless they are incurred to produce inventories) in the period in which the event
or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the
lease commencement date because the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is
remeasured if there is a modification, a change in the lease term, a change in the lease payments (e.g.,
changes to future payments resulting from a change in an index or rate used to determine such lease
payments) or a change in the assessment of an option to purchase the underlying asset.

(ili)  Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of machinery and
equipment (i.e., those leases that have a lease term of 12 months or less from the commencement date
and do not contain a purchase option). It also applies the lease of low-value assets recognition exemption
to leases of office equipment that are considered to be low value. Lease payments on short-term leases
and leases of low value assets are recognised as expense on a straight-line basis over the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an
asset are classified as operating leases. Rental income arising is accounted for on a straight-line basis over the
lease terms and is included in revenue in the statement of profit or loss due to its operating nature. Initial direct
costs incurred in negotiating and arranging an operating lease are added to the carrying amount of the leased
asset and recognised over the lease term on the same basis as rental income. Contingent rents are recognised
as revenue in the period in which they are earned.
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Summary of significant accounting policies (cont’d)
Leases (cont'd)

Accounting policy prior to 1 January 2019

As lessee

Finance leases which transfer to the Group substantially all the risks and rewards incidental to ownership of the
leased item, are capitalised at the inception of the lease at the fair value of the leased asset or, if lower, at the
present value of the minimum lease payments. Any initial direct costs are also added to the amount capitalised.
Lease payments are apportioned between the finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged to profit
or loss. Contingent rents, if any, are charged as expenses in the periods in which they are incurred.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and the lease
term, if there is no reasonable certainty that the Group will obtain ownership by the end of the lease term.

Operating lease payments are recognised as an expense in profit or loss on a straight-line basis over the lease
term. The aggregate benefit of incentives provided by the lessor is recognised as a reduction of rental expense
over the lease term on a straight-line basis.

Non-current assets held-for-sale and discontinued operations

Non-current assets and disposal groups classified as held-for-sale are measured at the lower of their carrying
amount and fair value less costs to sell. Non-current assets and disposal groups are classified as held-for-sale
if their carrying amounts will be recovered principally through a sale transaction rather than through continuing
use. A component of the Group is classified as a ‘discontinued operation’ when the criteria to be classified as
held-for-sale have been met or it has been disposed of and such a component represents a separate major line
of business or geographical area of operations or is part of a single coordinated plan to dispose of a separate
major line of business or geographical area of operations.

Property, plant and equipment and intangible assets once classified as held-for-sale are not depreciated or
amortised.

Revenue

Revenue is measured based on the consideration to which the Group expects to be entitled in exchange for
transferring promised goods or services to a customer, excluding amounts collected on behalf of third parties.

Revenue is recognised when the Group satisfies a performance obligation by transferring promised goods or
services to the customer, which is when the customer obtains control of the good or service. A performance
obligation may be satisfied at a point in time or over time. The amount of revenue recognised is the amount
allocated to the satisfied performance obligation.

(a)  Sale of goods

Revenue from sale of goods is recognised when goods are delivered to the customer and all criteria for
acceptance have been satisfied.

(b)  Interest income
Interest income is recognised using the effective interest method.
(c)  Rental income
Rental income arising from operating leases on investment properties is accounted for on a straight-line

basis over the lease terms. The aggregate costs of incentives provided to lessees are recognised as a
reduction of rental income over the lease term on a straight-line basis.
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2. Summary of significant accounting policies (cont’d)
2.24 Taxes
(a) Current income tax

(b)

Current income tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted at the end of the reporting
period, in the countries where the Group operates and generates taxable income.

Current income taxes are recognised in profit or loss except to the extent that the tax relates to items
recognised outside profit or loss, either in other comprehensive income or directly in equity. Management
periodically evaluates positions taken in the tax returns with respect to situations in which applicable tax
regulations are subject to interpretation and establishes provisions where appropriate.

Deferred tax

Deferred tax is provided using the liability method on temporary differences at the end of the reporting
period between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes.

Deferred tax liabilities are recognised for all temporary differences, except:

- Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; and

- In respect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse in
the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused
tax credits and unused tax losses, to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, and the carry forward of unused tax credits and
unused tax losses can be utilised except:

- Where the deferred tax asset relating to the deductible temporary difference arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss; and

- In respect of deductible temporary differences associated with investments in subsidiaries,
associates and interests in joint ventures, deferred tax assets are recognised only to the extent
that it is probable that the temporary differences will reverse in the foreseeable future and taxable
profit will be available against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each
reporting period and are recognised to the extent that it has become probable that future taxable profit
will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the end of each reporting period.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or
loss. Deferred tax items are recognised in correlation to the underlying transaction either in other
comprehensive income or directly in equity and deferred tax arising from a business combination is
adjusted against goodwill on acquisition.
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Summary of significant accounting policies (cont’d)
Taxes (cont'd)
(b)  Deferred tax (cont'd)
Tax benefits acquired as part of a business combination, but not satisfying the criteria for separate
recognition at that date, would be recognised subsequently if new information about facts and
circumstances changed. The adjustment would either be treated as a reduction to goodwill (as long as it
does not exceed goodwill) if it is incurred during the measurement period or in profit or loss.
(c)  Sales tax
Revenues, expenses and assets are recognised net of the amount of sales tax except:
- Where the sales tax incurred on a purchase of assets or services is not recoverable from the
taxation authority, in which case the sales tax is recognised as part of the cost of acquisition of
the asset or as part of the expense item as applicable; and

- Receivables and payables that are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of
other receivables or other payables in the statement of financial position.

Share capital and share issuance expenses

Proceeds from issuance of ordinary shares are recognised as share capital in equity. Incremental costs directly
attributable to the issuance of ordinary shares are deducted against share capital.

Fair valuation of shares are based on the prevailing market price as at the date of issuance.
Perpetual securities

The perpetual capital securities do not have a maturity date and the Company is able to elect to defer or not
making a distribution subject to the terms and conditions of the securities issue. Accordingly, the Company is
not considered to have a contractual obligation to make principal repayments or distributions in respect of its
perpetual capital securities issue and the perpetual capital securities are presented within equity. Distributions
are treated as dividends which will be directly debited from equity. Costs directly attributable to the issue of the
perpetual capital securities are deducted against the proceeds from the issue.

On the election of the Company to repay the perpetual securities, the perpetual securities will be reclassified as

a financial liability under SFRS(I) 1-39. The financial liability is initially recognised at fair value and any difference

between the carrying amount of the liability and the previously recognised equity instrument is recognised in

equity.

No gain or loss is recognised in the profit or loss on the reclassification.

Contingencies

A contingent liability is:

(a) a possible obligation that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the
Group; or

(b) a present obligation that arises from past events but is not recognised because:

0) it is not probable that an outflow of resources embodying economic benefits will be required to
settle the obligation; or

(ii) the amount of the obligation cannot be measured with sufficient reliability.
A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only

by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the
Group.
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Summary of significant accounting policies (cont'd)
Contingencies (cont'd)

Contingent liabilities and assets are not recognised on the statement of financial position of the Group, except
for contingent liabilities assumed in a business combination that are present obligations and which the fair
values can be reliably determined.

Segment reporting

For management purposes, the Group is organised into operating segments based on their business units.
Management regularly reviews the segment results in order to allocate resources to the segments and to assess
the segment performance. Additional disclosures on each of these segments are shown in Note 34, including the
factors used to identify the reportable segments and the measurement basis of segment information.

Significant accounting judgements and estimates

The preparation of the Group’s consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
the disclosure of contingent liabilities at the end of each reporting period. Uncertainty about these assumptions
and estimates could result in outcomes that require a material adjustment to the carrying amount of the asset or
liability affected in the future periods.

Judgements made in applying accounting policies

In the process of applying the Group’s accounting policies, management has made the following judgements,
apart from those involving estimations, which have the most significant effect on the amounts recognised in the
consolidated financial statements:

(a) Classification of rubber trees as bearer plants or non-bearer plants
The Group has rubber plantations in Malaysia and Cameroon.

The classification of rubber trees as bearer plant or non-bearer plant depends on the business plan for
respective rubber plantations, pertinent facts and circumstances surrounding the trees, plantation and
relevant market or industry considerations. Rubber trees are not considered bearer plant when there is
commercially viable plan to sell the rubber tree as lumber to an established market.

The Group has assessed that there is an established lumber market for rubber trees in Malaysia and
Cameroon, and it is the Group’s business plan to sell the rubber trees as lumber at the end of the rubber
production life.

The reclassification of Cameroon rubber plantation from bearer plant in the financial year ended
31 December 2019 is due to the improvement in accessibility spurred by new transportation infrastructure
near the Group’s Cameroonian plantations, which has rendered selling harvested rubber trees to key
markets to be commercially viable. The change in circumstances led to the Group’s decision to construct
a sawmill factory. As such, the classification has changed accordingly in December 2019. Fair value
gain on biological assets of US$53,250,000 has been recognised on the date of the reclassification of
Cameroon’s rubber plantation from bearer plant to non-bearer plant.

Further details are disclosed in Note 2.12.

(b) Impairment of goodwill and process know-how
Judgement has been made by the Group to identify the cash-generating units and assess the future
market and economic assumptions, such as forecasted rubber price, forecasted sales volume, growth
rate and pre-tax discount rates. The Group has estimated the recoverable amounts of cash-generating

units to which goodwill and process know-how has been allocated to, based on value-in-use approach.
Estimates used in deriving the value-in-use, are disclosed in Note 3.2(a).
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Significant accounting judgements and estimates (cont'd)
Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of
the reporting period are discussed below. The Group based its assumptions and estimates on parameters
available when the financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising beyond the control of the
Group. Such changes are reflected in the assumptions when they occur.

(a) Impairment of goodwill and process know-how

Determining whether goodwill and process know-how is impaired requires an estimation of the value in
use of the cash-generating-unit to which the goodwill and process know-how have been allocated.

The value in use calculation requires the Group to estimate the future cash flows expected to arise, the
growth rate used for extrapolation purposes and a suitable discount rate in order to calculate present
value. The key assumptions applied in the determination of the value in use including a sensitivity analysis
are disclosed and further explained in Note 11 to the financial statements. The Group’s carrying amount
of goodwill and process know-how at 31 December 2019 is US$296,379,000 (2018: US$297,399,000).

(b)  Measurement of biological assets

The fair value of biological assets is estimated using the discounted cash flow model (“DCF”) by
independent professional valuers. This requires an estimate of the expected future cash flows from the
biological assets to be made and a suitable discount rate to be chosen, in order to calculate the present
value of future cash flows. The valuation of these biological assets is particularly sensitive to discount
rates as disclosed in Note 35(d)(i).

Revenue
Group
2019 2018
US$'000 Us$'000
Sale of goods 1,907,747 2,141,034

Sales of rubber is recognised at point in time. Please refer to Note 34 for disaggregation of revenue.

Other income

Group
2019 2018
US$'000 US$'000
Fair value gain on investment properties (Note 13) 80 4,515
Fair value gain on biological assets (Note 16) 52,698 1
Reversal of impairment of doubtful debt 7171 -
Others 2,299 2,139
62,248 6,655
(a) Finance income
Group
2019 2018
Us$'000 US$'000
Interest income:
- Loans and receivables 4,862 3,797
- Deposits 1,207 1,103
6,069 4,900
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(b) Finance costs

Interest expense on:

- Term loans

- Working capital loans

- Lease liabilities (Note 30)

Less: interest expense capitalised in:
- Plantation and biological assets (Note 16)
Total finance costs

Income tax (expense)/credit

Consolidated income statement
Current tax

Current tax expense

Over provision in prior years

Deferred tax

Tax credit relating to the origination and reversal of temporary
differences (Note 15)

Income tax (expense)/credit recognised in profit or loss

Relationship between tax (expense)/credit and accounting (loss)/profit

Reconciliation between tax (expense)/credit and the product of accounting profit/(loss) multiplied by the
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Group
2019 2018
Uss$'000 Us$'000
21,974 19,364
29,458 18,694
479 22
51,911 38,080
(11,085) (11,906)
40,826 26,174

Group
2019 2018
US$'000 UsSS$'000
(4,387) (5,383)
173 2,252
(2,827) 6,682
(7,047) 3,551

applicable corporate tax rate for the years ended 31 December 2019 and 31 December 2018 are as follows:

Profit/(Loss) before taxation

Tax at the domestic income tax rate of 17% (2018: 17%)

Effect of non-deductible expenses

Effect of non-taxable income

Effect of tax exempt income

Interest income deducted at source

Effect of different tax rates of subsidiaries operating in other jurisdictions
Deferred tax asset not recognised

Utilisation of previously unrecognised deferred tax asset

Reversal of temporary differences relating to deferred tax liability for
foreign sourced income

Effect of tax incentive at lower rate

Share of result of associates

Over provision in prior years

Tax on revenue

Others

Income tax (expense)/credit recognised in profit or loss

Group

2019 2018
Us$'000 USs$'000
3,311 (16,964)
(563) 2,884
(8,905) (7,715)
2,204 7,581
40 78
139 -
(3,182) 2,059
(3,775) (6,550)
1,976 2,175
- 1,539
5,652 (691)
(50) (33)
173 2,252
(901) (329)
151 301
(7,047) 3,551

[aggregate] [innovate] [sustain]

NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

Income tax (expense)/credit (cont'd)

Two of the subsidiaries within the Group, Hevea Global Pte Ltd (“HG") and New Continent Enterprises (Private)
Limited (“NCE") were granted the Global Trader Programme (“GTP”) Incentive subject to the fulfilment of certain
conditions. The GTP award was granted to HG from 1 July 2016 for a period of 4 years and 6 months and NCE’s
GTP was renewed from 1 January 2019 for a period of 5 years. The qualifying income of HG and NCE shall be
taxed at the concessionary tax rate of 10%.

Profit/(Loss) before tax

Group
2019 2018
USS$'000 US$'000
(a) Profit/(Loss) before tax has been arrived at after charging/(crediting):
Non-recurring expenses (included within administrative expenses):
- Acquisition related expenses - 460
- Restructuring and retrenchment expenses 3,496 -
3,496 460
Impairment of property, plant and equipment 257 -
Allowance for advances to suppliers 2,500 -
Inventories written down 1,546 -
4,303 -
Depreciation of property, plant and equipment and plantation related
properties included in:
- Cost of sales 23,027 21,602
- Selling expenses 144 94
- Administrative expenses 6,196 6,783
29,367 28,479
Foreign exchange gain included in:
- Cost of sales (6,615) (1,750)
- Administrative expenses (4,361) (5,342)
(10,976) (7,092)
Amortisation:
- Intangible assets (Note 11) 839 372
- Right-of-use assets 2,798 -
3,637 372
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8. Profit/(Loss) before tax (cont'd)

(a)

Profit/(Loss) before tax has been arrived at after charging/(crediting):

Professional fees

Directors’ remuneration

Directors’ fees (Note 33)

Audit fees:

- paid to auditors of the Company
- paid to other auditors

Non-audit fees:

- paid to auditors of the Company
Operating lease expense

(Gain)/Loss on disposal of property, plant and equipment and
investment properties

Lease expenses on short-term leases and low-value assets
Write off of property, plant and equipment

Impairment losses on financial assets

Inventories recognised as an expense in cost of sales

M Included unrealised fair value gain/(loss) on open forward commodity contracts and adjustment on inventories of

US$7,880,000 (2018: (US$8,052,000))

Employee benefits expenses (including directors’ remuneration):

- Defined benefit plans

- Defined contribution plans
- Staff welfare

- Staff salaries

Included in:

- Cost of sales

- Selling expenses

- Administrative expenses

HALCYON AGRI - 2019 CORPORATE REPORT

Group
2019 2018
Uss$'000 USs$'000
6,158 7,301
1,144 1,156
446 457
1,357 1,220
42 172
50 285
- 2,685
(265) 79
1,411 -
591 2,781
324 585
1,800,395 2,022,591

7,016 4,690
2,841 2,702
3,065 5,757
94,646 94,897
107,568 108,046
60,845 59,782
7,275 7,145
39,448 41,119
107,568 108,046

[aggregate] [innovate] [sustain]

10.

NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

Earnings before interest, tax, depreciation and amortisation (“EBITDA")

Profit/(Loss) before taxation
Adjustments for:

Depreciation expense (Note 8)
Finance costs (Note 6(b))

Loss on disposal of investment properties and property, plant
and equipment and write off of property, plant and equipment

Interest income

Amortisation of intangible assets (Note 8)
Amortisation of right-of-use assets (Note 8)

Share of loss of associates

EBITDA

Add: Non-recurring expenses (Note 8)

Less: Fair value gain on investment properties (Note 5)
Adjusted EBITDA

Loss per share (“LPS”)

Loss for the year attributable to owners of the Company
Dividend on perpetual securities
Adjusted loss for the year attributable to owners of the Company

Weighted average number of ordinary shares used to compute
earnings per share

Loss per share (US Cents)

Group
2019 2018
Us$'000 US$'000
3,311 (16,964)
29,367 28,479
40,826 26,174
326 2,860
(6,069) (4,900)
839 372
2,798 -
252 165
71,650 36,186
3,496 460
(80) (4,515)
75,066 32,131
Group
Basic and diluted
2019 2018
Us$'000 US$'000
(1,633) (8,484)
(3,375) (6,750)
(5,008) (15,234)

Number of ordinary shares

‘000

Basic and diluted

1,595,012

(0.31)

1,595,012
(0.96)
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11.

Intangible assets

Group

Cost:
At 1 January 2018
Additions

Acquisition of subsidiaries
(Note 14(a)(i))

Transfer from property, plant
and equipment (Note 12)

At 31 December 2018 and
1 January 2019

Additions

Finalisation of purchase
price allocation review
(Note 14(a)(i))

Transfer from property, plant
and equipment (Note 12)

Exchange difference
At 31 December 2019

Accumulated amortisation:
At 1 January 2018

Amortisation for the year
(Note 8)

As at 31 December 2018 and
1 January 2019

Transfer from property, plant
and equipment (Note 12)

Amortisation for the year
(Note 8)

At 31 December 2019

Net carrying amount:
At 31 December 2018

At 31 December 2019

The amortisation of customer related intangibles, trademark and computer software is included in administrative

HALCYON AGRI - 2019 CORPORATE REPORT

Customer
Process related Computer

know-how  Goodwill intangibles Trademark software Total
Us$'000 US$'000 USS$'000 UsS$'000 Us$'000 Us$'000
10,000 189,887 700 33 - 200,620
- - - - 138 138

- 97,512 2,100 - - 99,612

- - - - 1,109 1,109
10,000 287,399 2,800 33 1,247 301,479
- - - - 509 509
- (1,020) - - - (1,020)

- - - - 2,531 2,531

- - - 1 - 1
10,000 286,379 2,800 34 4,287 303,500
- - 193 11 - 204

- - 280 9 83 372

- - 473 20 83 576

- - - - 1,144 1,144

- - 280 9 550 839

- - 753 29 1,777 2,559
10,000 287,399 2,327 13 1,164 300,903

10,000 286,379 2,047 5 2,510 300,941

expenses in the consolidated income statement.

[aggregate] [innovate] [sustain]

11.

Intangible assets (cont'd)

Company

Cost:
At 1 January 2018
Additions

Transfer from property, plant and equipment (Note 12)

At 31 December 2018 and 1 January 2019
Additions
At 31 December 2019

Accumulated amortisation:

At 1 January 2018

Amortisation for the year

At 31 December 2018 and 1 January 2019
Amortisation for the year

At 31 December 2019

Net carrying amount:
At 31 December 2018

At 31 December 2019

Process know-how

NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

Computer
software

Us$'000

138
1,109
1,247

1,247

83
83
250
333

1,164

914

Process know-how relates to the production of a certain grade of rubber and has been allocated to the HRC
Group. As explained in Note 2.11(b)(i), the intangible asset has been assessed as having indefinite life so long as
there is a demand for such rubber. The Group expects continuance for such demand.

Goodwill

Goodwill acquired through business combinations have been allocated to following cash-generating units

(“CGU"), for impairment testing:

A CGU within HRC Group
A CGU within SINRIO Group
A CGU within Corrie MacColl Group

Changes to CGU

Group
2019
Us$'000
252,110
4,491
29,778
286,379

With effect from 1 January 2018, the Group restructured the Group’s operation into 3 main business segments
after carrying out review of its operations to streamline its operating structure. Similarly, the CGU to which
goodwill and intangible assets have been allocated to, have been reallocated in 2018 to different CGUs, which are

certain business units within each business segment.
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For the financial year ended 31 December 2019

11.

Intangible assets (cont'd)

Customer related intangibles

Customer related intangibles relates to non-contractual customer relationships acquired through business
combination. The intangible asset has a remaining amortisation period of 5 to 8 years (31 December 2018: 6 to
9 years).

Computer software

Computer software has a remaining amortisation period of 3 years (2018: 4 years).

Trademark

Trademark has a remaining amortisation period of 1 year (2018: 2 years).

Impairment testing of goodwill and process know-how with indefinite life

The above goodwill and process know-how was tested for impairment as at 31 December 2019. No impairment
loss was recognised as at 31 December 2019 as the recoverable amounts of the respective CGU to which
goodwill and process know-how have been allocated to were in excess of their respective carrying values. The

recoverable amount of the CGUs have been determined based on value in use calculations using five years
cash flow projections from financial budgets approved by management and assumed a terminal growth rate

thereafter.

Key assumptions used in the value in use calculations

Carrying amount as

Discount rate

Cash generating units/intangible assets at 31 December 2019 (pre-tax) Growth rate
Us$'000

HRC Group:

- Goodwill 252,110 10% 3%

- Process know-how 10,000 10% 3%

SINRIO Group:

- Goodwill 4,491 10% 4%

Corrie MacColl Group:

- Goodwill 29,778 10% 3%

Total 296,379

Carrying amount as

Discount rate

Cash generating units/intangible assets at 31 December 2018 (pre-tax) Growth rate
UsS$'000

Processing segment:

- Goodwill 253,130 10% 2%

- Process know-how 10,000 10% 2%

SINRIO Group:

- Goodwill 4,491 10% 2%

Corrie MacColl Group:

- Goodwill 29,778 10% 2%

Total 297,399

[aggregate] [innovate] [sustain]

11.

12.

NOTES TO THE FINANCIAL STATEMENTS
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Intangible assets (cont'd)
The calculations of value in use for the CGUs are most sensitive to the following assumptions:

Growth rates — The forecasted growth rates are based on published industry research and do not exceed the long
term average growth rate for the industries relevant to the CGUs.

Pre-tax discount rates — Discount rates represent the current market assessment of the risks specific to each
CGU, regarding the time value of money and individual risks of the underlying assets which have not been
incorporated in the cash flow estimates.

Rubber price — The forecasted rubber price is based on estimated rubber price published by one external industry
report.

Gross profit per metric tonne — forecasted gross profit is based on estimated gross profit for the future years.
Sensitivity to changes in assumptions

Changes to the assumptions used by management to determine the recoverable value, in particular the pre-
tax discount rate and growth rate, can have significant impact on the results of the assessment. Management
believes that no reasonably possible change in any of the above key assumptions would cause the carrying

amount of the unit to materially exceed its recoverable amount.

For HRC Group, assuming that gross profit per metric tonne deviates from budget by 17%, there will be an
impairment loss of US$2,900,000 to the goodwill.

Property, plant and equipment

Group Company
2019 2018 2019 2018
US$'000 Uss$'000 US$'000 Us$'000
Property, plant and equipment (Note 12(a)) 298,519 294,972 520 168
Right-of-use assets (Note 12(b)) 13,133 - 2,800 -
311,652 294,972 3,320 168
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12.  Property, plant and equipment (cont'd) 12.  Property, plant and equipment (cont'd)

12(a) Property, plant and equipment (cont'd) 12(b) Right-of-use assets

Office Assets under

Company Renovation = Computers equipment construction Total
Uss$'000 Us$'000 Us$'000 Us$'000 Us$'000

Cost:
At 1 January 2018 201 210 18 856 1,285
Additions 13 51 - 253 317
Transfer to intangible assets

(Note 11) - - - (1,109) (1,109)
Reclassification - 7 7) - -
Write off - (90) 7) - 97)
At 31 December 2018 and

1 January 2019 214 178 4 - 396
Additions 79 389 9 - 477
Disposal - (40) - - (40)
At 31 December 2019 293 527 13 - 833

Accumulated depreciation:

At 1 January 2018 63 186 11 - 260
Depreciation for the year 35 30 - - 65
Write off - (90) 7) - 97)
At 31 December 2018 and

1 January 2019 98 126 4 - 228
Depreciation for the year 40 81 2 - 123
Disposal - (38) - - (38)
At 31 December 2019 138 169 6 - 313

Net carrying amount:
At 31 December 2018 116 52 - - 168

At 31 December 2019 155 358 7 - 520

Included within additions for the year ended 31 December 2018 are motor vehicles of US$219,000 that were
acquired under finance lease. The carrying amount of motor vehicles acquired under finance lease as at 31
December 2018 amounted to US$218,000. These assets have been reclassified to right-of-use assets as at 1
January 2019.

Assets pledged as security

In addition to assets held under lease obligation, the Group has pledged certain property, plant and equipment
with a carrying amount of US$71,043,000 (2018: US$59,933,000) to secure the Group’s and the Company’s loans
and borrowings (Note 25).

[aggregate] [innovate] [sustain]

The Group has lease contracts for land, office, vehicles and other equipment used in its operations with
predominantly fixed payments over the lease terms. Some of these leases have terms of renewal but no
purchase options or escalation clauses.

Leases of land and office generally have lease terms between 1 and 92 years, machinery and other equipment
generally have lease terms between 1 and 5 years. Generally, the Group is restricted from assigning and
subleasing the leased assets.

The Group also has certain leases of office and other equipment with lease terms of 12 months or less and
leases of other equipment with low value. The Group applies the ‘short-term lease’ and ‘lease of low-value assets’
recognition exemption for these leases. The election of short-term lease and low-value-lease exemption is made
on lease-by-lease basis.

Set out below are the carrying amount of right-of-use assets recognised and the movements during the period:

Office equipment

and motor
Group Land and office vehicles Total
Uss$'000 Us$'000 Us$'000

At 1 January 2019 - - -
Transfer from property, plant and equipment

(Note 12(a)) - 218 218
Adoption of SFRS(I) 16 11,066 425 11,491
At 1 January 2019 (revised) 11,066 643 11,709
Additions 4,146 90 4,236
Depreciation for the year (2,653) (145) (2,798)
Exchange difference (12) (2 (14)
At 31 December 2019 12,547 586 13,133
Net carrying amount:
At 31 December 2019 12,547 586 13,133

Office equipment

and motor
Company Land and office vehicles Total
USS$'000 Uss$'000 Us$'000

At 1 January 2019 - - -
Adoption of SFRS(I) 16 2,400 190 2,590
At 1 January 2019 (revised) 2,400 190 2,590
Additions 1,021 - 1,021
Depreciation for the year (822) (38) (860)
Exchange difference 46 3 49
At 31 December 2019 2,645 155 2,800
Net carrying amount:

At 31 December 2019 2,645 155 2,800

Motor vehicles with carrying amount of US$198,000 is secured over the lease liabilities of US$145,000 as at 31
December 2019.

The carrying amounts of lease liabilities are disclosed in Note 30.
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13. Investment properties

Statement of financial position:

At 1 January
Additions
Fair value gain recognised in profit or loss (Note 5)
Acquisition of subsidiaries (Note 14(a)(i))
Disposal/write off

Reclassification (to)/from assets of disposal group classified
as held-for-sale (Note 22)

Exchange difference
At 31 December

Income statement:
Rental income from investment properties:
- Minimum lease payments

Direct operating expenses (including repairs and maintenance)
arising from:

- Rental generating properties

HALCYON AGRI - 2019 CORPORATE REPORT

Group

2019 2018
US$'000 USs$'000
46,799 25,256
- 30

80 4,515

- 3,616
- (1,712)
(4,820) 16,656
2,659 (1,562)
44,718 46,799
17 20

9 7

The Group has no restrictions on the realisability of its investment properties and no contractual obligations to
purchase, construct or develop investment property or for repairs, maintenance or enhancements.

Valuation of investment properties

Investment properties are stated at fair value, which has been determined based on valuations performed as
at 31 December 2019 and 31 December 2018. The valuations were performed by independent valuers with
recognised and relevant professional qualification and with recent experience in the location and category of the
properties being valued. Details of valuation techniques and inputs used are disclosed in Note 35.

[aggregate] [innovate] [sustain]

13.

Investment properties (cont'd)

Valuation of investment properties (cont'd)

NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

The investment properties held by the Group as at 31 December 2019 are as follows:

Description and Location

Residential houses in Palembang, Indonesia

Lands in Palembang, Indonesia
Offices in Palembang, Indonesia
Shophouses in Medan, Indonesia
Shophouse in Jakarta, Indonesia

Residential house in Banjarmasin, Indonesia

Shophouse in Jambi, Indonesia
Lands in Pontianak, Indonesia
Shophouse in Rantau, Indonesia
Land in Riauy, Indonesia

Shophouse in Riau, Indonesia
Commercial offices in Hainan, China
Shophouses in Pontianak, Indonesia
Land in Songkhla, Thailand

Land in Pattani, Thailand

Residential houses and offices in Pattani,
Thailand

Land in Chantaburi, Thailand

Factory buildings in Chantaburi, Thailand
Land in Nakornsri, Thailand

Factory buildings in Nakornsri, Thailand
Land in Krabi, Thailand

Land in Trang, Thailand

Residential houses in Trang, Thailand
Land in Yala, Thailand

Land in Narathiwas, Thailand

Residential houses and offices in Narathiwas,

Thailand

Existing Use
Residential
Vacant land
Offices
Shophouse
Shophouse
Residential
Shophouse
Vacant land
Shophouse
Vacant land
Shophouse
Commercial office
Shophouse
Vacant land
Vacant land
House and office

Vacant land
Vacant factory
Vacant land
Vacant factory
Vacant land
Vacant land
Residential
Vacant land
Vacant land
House and office

Tenure
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold
Leasehold

Freehold
Freehold
Freehold

Freehold
Freehold
Freehold
Freehold
Freehold
Freehold
Freehold
Freehold
Freehold
Freehold

Unexpired lease
term

15 - 24 years
12 - 20 years
2 -20 years
2 years

3 years

10 years

19 years

17 - 18 years
12 years

3 years

15 years

17 - 18 years
3 - 7 years



NOTES TO THE FINANCIAL STATEMENTS NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019 For the financial year ended 31 December 2019
14. Investment in subsidiaries and associates 14. Investment in subsidiaries and associates (cont'd)
14(a) Investment in subsidiaries 14(a) Investment in subsidiaries (cont'd)
Company Proportion (%) of
2019 2018 Country of Group effective
Name incorporation Principal activities ownership interest
US$'000 US$'000 P P P
2019 2018
At 1 January 680,010 600,824 Subsidiaries of Hal Aari Ind ia Pte. Ltd
ubsidiaries of Halcyon Agri Indonesia Pte. Ltd.
Additions 5,661 78,936 yon A9
Incorporation of a new subsidiary - 250 PT. Hevea MK @ Indonesia Natural rubber 100.00 100.00
At 31 December 685,671 680,010 processing
® i
Details of the subsidiaries are as follows: PT. Hevea GE @ Indonesia Natural rubber 100.00 100.00
processing
Proportion (%) of Subsidiaries of PT. Hok Tong
Country of Group effective
Name incorporation Principal activities ownership interest PT. Bumi Jaya @ Indonesia Natural rubber 100.00 100.00
2019 2018 processing
Held by the Company PT. Sunan Rubber @ Indonesia Natural rubber 100.00 100.00
Halcyon Rubber Company Pte. Singapore Investment holding 100.00 100.00 processing
Ltd. @
PT. Rubber Hock Lie @ Indonesia Natural rubber 99.91 99.91
Corrie MacColl Pte. Ltd. ™ Singapore Investment holding 100.00 100.00 processing
Sinochem International Natural Singapore Natural rubber trading 100.00 100.00 PT. GMG Sentosa @ Indonesia Natural rubber 100.00 100.00
Rubber Investment and investment holding processing
(Overseas) Pte. Ltd. ™ ) ) )
PT. Pulau Bintan Djaya @ Indonesia Natural rubber 80.00 80.00
processing
HAC Capital Pte. Ltd. @ Singapore Investment holding 100.00 100.00
PT. Sumber Alam @ Indonesia Natural rubber 100.00 100.00
processing
Corrie MacColl Limited @ United Kingdom Investment holding 100.00 100.00
PT. Sumber Djantin @ Indonesia Natural rubber 100.00 100.00
HeveaConnect Pte. Ltd. ™ Singapore Natural rubber trading 71.09 90.10 processing
and supply chain
platform Subsidiaries of Corrie MacColl Pte. Ltd.
Subsidiaries of Halcyon Rubber Company Pte. Ltd. G.P. Sentosa Enterprises Co., Ltd.® Thailand Investment holding 100.00 100.00
Anson Company (Private) Singapore Investment holding 100.00 100.00 Teck Bee Hang Co., Ltd. @ Thailand Natural rubber 55.00 55.00
Limited processing
Hevea Global Pte. Ltd. ® Singapore Natural rubber trading 100.00 100.00 Ivoirienne de Traitement du Ivory Coast Dormant (2018: Natural 60.00 60.00
Caoutchouc S.A. @ rubber processing)
Subsidiaries of Anson Company (Private) Limited
GMG Investment Congo SARL © Democratic In liquidation 100.00 100.00
Halcyon Agri Indonesia Pte. Ltd. ™ Singapore Investment holding 100.00 100.00 Republic of
Congo
PT. Hok Tong @ Indonesia Natural rubber 99.99 99.99
processing JFL Agro Sdn. Bhd. @ Malaysia Dormant 100.00 100.00
PT. Remco @ Indonesia Natural rubber 75.00 75.00 Centrotrade Minerals and Metals, United States Natural rubber trading 100.00 -
processing Inc ®®© and distribution

[aggregate] [innovate] [sustain]
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For the financial year ended 31 December 2019

14. Investment in subsidiaries and associates (cont'd)

14(a) Investment in subsidiaries (cont'd)

Country of
Name incorporation
Subsidiaries of Teck Bee Hang Co., Ltd.
Techem Industries Co., Ltd. ® Thailand
Teck-Fu Joint Venture Co., Ltd. ® Thailand
Subsidiary of JFL Agro Sdn. Bhd.
Halcyon Rubber Estates Sdn. Malaysia

Bhd. @

Subsidiaries of Sinochem International Natural Rubber Investment (Overseas) Pte. Ltd.

New Continent Enterprises Singapore
(Private) Limited @

SINRIO Malaysia Pte. Ltd. Singapore

Hainan Sinochem Rubber Co., People’s
Ltd @ Republic of

China
SDCI Singapore Pte. Ltd. @ Singapore
SINRIO Thailand Pte. Ltd. @ Singapore

Subsidiary of New Continent Enterprises (Private) Limited

Halcyon Agri Natural Rubber People’s
(Shanghai) Limited @ Republic of
China
Subsidiary of SINRIO Malaysia Pte. Ltd.
SINRIO (Malaysia) Sdn. Bhd. @ Malaysia

Subsidiaries of SINRIO (Malaysia) Sdn. Bhd.

Hevea KB Sdn. Bhd. @ Malaysia

Euroma Rubber Industries
Sendirian Berhad @

Malaysia
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Principal activities

Manufacture &
distribution of plastic
products

Natural rubber
processing

In the process of strike
off

Natural rubber trading
and distribution

Investment holding
Natural rubber
processing
Investment holding

Investment holding

Natural rubber trading
and distribution

Investment holding

Natural rubber
processing

Natural rubber
processing

Proportion (%) of
Group effective
ownership interest

2019 2018
54.10 54.10
47.30 47.30

100.00 100.00

100.00 100.00

100.00 100.00

99.71 99.71

100.00 100.00

100.00 100.00

100.00 100.00

100.00 100.00

100.00 100.00

100.00 100.00

[aggregate] [innovate] [sustain]

14.

14(a)

NOTES TO THE FINANCIAL STATEMENTS

Investment in subsidiaries and associates (cont'd)

Investment in subsidiaries (cont'd)

Country of
Name incorporation

Subsidiaries of Hainan Sinochem Rubber Co., Ltd.

Xishuangbanna Sinochem People’s
Rubber Co., Ltd. @ Republic of
China
Baisha Sinochem Rubber Co., People’s
Ltd. @ Republic of
China
Hainan Baoting Sinochem Rubber People’s
Co., Ltd. @ Republic of
China
Shanghai Hancheng Trading Co., People’s
Ltd. @ Republic of
China
Subsidiaries of SDCI Singapore Pte. Ltd.
Société de Développement du Ivory Coast
Caoutchouc Ivoirien S.A. @
Tropical Rubber Céte d'Ivoire Ivory Coast
S.A®@
Subsidiaries of Corrie MacColl Limited
Corrie MacColl International Pte. Singapore
Ltd. @
Corrie MacColl Plantations Pte. Singapore

Ltd. ™
Subsidiaries of Corrie MacColl International Pte. Ltd.

Centrotrade Deutschland GmbH @ Germany

Centrotrade Minerals and Metals, United States

Inc. ®®

Centrotrade Commodities
Malaysia Sdn. Bhd. @

Malaysia

Wurfbain Polymer B.V. @ The Netherlands

For the financial year ended 31 December 2019

Principal activities

Natural rubber
processing

Natural rubber
procurement

Natural rubber
processing

Dormant

Natural rubber
processing

Natural rubber
plantation

Investment holding

Investment holding

Natural rubber trading
and distribution

Natural rubber trading
and distribution

Natural rubber trading
and distribution

Investment holding,
trading and distribution
of natural rubber and
latex

Proportion (%) of
Group effective
ownership interest

2019 2018

96.67 96.67

100.00 100.00

100.00 100.00

100.00 100.00

100.00 100.00

70.00 70.00

100.00 100.00

100.00 100.00

100.00 100.00

- 100.00

100.00 100.00

100.00 100.00
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For the financial year ended 31 December 2019

Investment in subsidiaries and associates (cont'd)

14(a) Investment in subsidiaries (cont'd)

Country of
Name incorporation

Subsidiaries of Corrie MacColl International Pte. Ltd. (cont'd)

Kelvin Terminals B.V. @ The Netherlands

Centrotrade (Thailand) Co., Ltd. @ Thailand
Shanghai CMI Rubber Co., Ltd. @ People’s
Republic of
China

Subsidiaries of Wurfbain Polymer B.V.

Corrie MacColl Rubber Ltd @ United Kingdom

Corrie MacColl North America, United States

Inc.®
Wurfbain Polymer ithalat ve ihracat Republic of
Anonim Sirketi @ ©® Turkey

Subsidiaries of Corrie MacColl North America, Inc.
Alan L Grant Polymer, Inc. @ United States

Momentum Technologies United States

Laboratories, Inc. @

Centrotrade Rubber, Inc. @ United States

Subsidiary of Centrotrade (Thailand) Co., Ltd.

Centrotrade Hatyai Co., Ltd. © Thailand
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Principal activities

Storage and trading of
natural rubber, latex and
synthetic rubber

Investment holding

Trading and distribution
of natural rubber and
rubber related products

Other business support
service activities

Investment holding

Trading and distribution
of natural rubber

Trading and distribution
of natural rubber, latex
and synthetic rubber

Provides laboratory
services specialising
in thermoplastic
elastomers, resins,
latex, polymers, and
additives

Trading and distribution
of natural rubber, latex
and synthetic rubber

Trading and distribution
of natural rubber, latex
and synthetic rubber

Proportion (%) of
Group effective
ownership interest

2019 2018

100.00 100.00

49.00 49.00

100.00 100.00

100.00 100.00

100.00 100.00

100.00 -

100.00 100.00

100.00 100.00

100.00 100.00

100.00 100.00

[aggregate] [innovate] [sustain]

14.

14(a)

NOTES TO THE FINANCIAL STATEMENTS

Investment in subsidiaries and associates (cont'd)

Investment in subsidiaries (cont'd)

Country of
Name incorporation

Subsidiaries of Corrie MacColl Plantations Pte. Ltd.

Société de Développement du Cameroon
Caoutchouc Camerounais S.A. @
JFL Agro Pte. Ltd. @ Singapore

For the financial year ended 31 December 2019

Proportion (%) of
Group effective

Principal activities ownership interest

Subsidiaries of Société de Développement du Caoutchouc Camerounais S.A.

Hevea Cameroun S.A. @ Cameroon
Sud Cameroun Hevea S.A. @ Cameroon
Subsidiary of JFL Agro Pte. Ltd.

JFL Holdings Sdn. Bhd. @ Malaysia

Audited by Ernst & Young LLP, Singapore.

@

Audited by other firms of Certified Public Accountants.

2 3 =™ o

=

No statutory audit required in the country of incorporation.
Newly incorporated during the year.
Intra-group transfer of shareholding during the year.

2 g B 2 B2

)

Audited by member firms of EY Global in the respective countries.

2019 2018
Investment holding 100.00 100.00
Investment holding 100.00 100.00
Natural rubber 90.00 90.00
plantation and
processing
Natural rubber 80.00 80.00
plantation and
processing
Natural rubber and oil 100.00 100.00

palm plantation



NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

14. Investment in subsidiaries and associates (cont'd)

14(a) Investment in subsidiaries (cont'd)

(i)

Acquisition of subsidiaries
Corrie MacColl

On 9 January 2018, the Group completed the acquisition of all of the rubber trading and distribution
business of RCMA Group in Europe, the United States, Singapore and Thailand for a purchase
consideration of US$31,759,000 which have been fully satisfied in cash. With the completion of the
acquisition, Kelvin Terminals B.V. and Centrotrade Hatyai Co. Ltd. became subsidiaries of the Group.
The acquired businesses based in Europe, United States and United Kingdom have been included into
Wurfbain Polymer B.V., Alan L Grant Polymer, Inc. and Corrie MacColl Rubber Ltd. respectively.

Details of the consideration paid, the assets acquired and liabilities assumed, and the effects on the cash
flows of the Group, at the acquisition date with respect to Corrie MacColl acquisition, were as follows:

Fair value recognised
on acquisition

Uss$'000
Intangible asset 2,100
Property, plant and equipment 2,082
Trade and other receivables 1,267
Inventories 3
Cash and bank balances 887
Total assets 6,339
Derivative financial instruments — liabilities (2)
Trade and other payables (1,397)
Deferred tax liabilities (845)
Total liabilities (2,244)
Total identifiable net assets at fair value 4,095
Add: Goodwill arising from acquisition (Note 11) 27,664
Purchase consideration 31,759

Effects on cash flows

of the Group

Us$'000

Purchase consideration in cash 31,759
Less: Cash and bank balances of business acquired (887)
Net cash outflow on acquisition of Corrie MacColl 30,872

The purchase price allocation review (“PPA review”) was finalised as at 31 December 2018.
Transaction costs

Transaction costs related to the acquisition of US$553,000 have been recognised in the Group’s profit or
loss for the year ended 31 December 2018.

[aggregate] [innovate] [sustain]
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

Investment in subsidiaries and associates (cont'd)

()

14(a) Investment in subsidiaries (cont'd)

Acquisition of subsidiaries (cont'd)

Corrie MacColl (cont'd)

Impact of the acquisition on profit or loss

From the acquisition date, Corrie MacColl has contributed revenue of US$362,332,000 and profit of
US$4,490,000 to the Group for the year ended 31 December 2018. As the business combination had taken
place at the beginning of the financial year 2018, the full year impact to the Group’s revenue and Group's
loss in the year ended 31 December 2018 is not expected to be material.

Trade and other receivables acquired

Trade and other receivables acquired comprise of trade receivables with fair values of USS$1,161,000.
Their gross proceeds amount of US$1,161,000 are expected to be collected.

Corrie MacColl Limited (formerly known as Corrie MacColl Trading Limited) (“CML")

On 26 February 2018, the Group acquired 100% of the issued and paid-up share capital in CML, a limited
liability company incorporated in England and Wales, for a total cash consideration of £91,502 (equivalent
to approximately US$129,000).

Fair value recognised
on acquisition

Us$'000
Other assets 129
Total identifiable net assets at fair value 129
Purchase consideration 129

Effects on cash flows

of the Group

Us$'000

Purchase consideration 129
Less: Consideration payable (129)

Net cash outflow on acquisition of subsidiary -

Corrie MacColl Limited is an investment holding company and hence the impact of acquisition on the
Group's revenue and profit or loss is immaterial.



NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

14. Investment in subsidiaries and associates (cont'd)

14(a) Investment in subsidiaries (cont'd)

(i)

Acquisition of subsidiaries (cont'd)

PT. Pulau Bintan Djaya (“PBD")

On 27 February 2018, PT. Hok Tong (a 99.99% owned subsidiary of the Company) (“Hok Tong”) completed
the acquisition of 80% of the issued and paid-up share capital of PBD, which owns a natural rubber
processing factory (together with all associated land, buildings, plant and machinery) located in Bintan
Timur, Indonesia.

In conjunction with the aforesaid acquisition, Hok Tong has granted an irrevocable put option to one
of the vendors for a period of two (2) years (effective from 27 February 2018), entitling the right to the
vendor to require Hok Tong to acquire all its remaining 20% equity interest in PBD on the same terms and
conditions of the said acquisition.

Fair value recognised
on acquisition

HALCYON AGRI - 2019 CORPORATE REPORT

Uss$'000
Property, plant and equipment 6,837
Investment property 184
Trade and other receivables 3,614
Inventories 406
Cash and bank balances 955
Total assets 11,996
Derivative financial instruments — liabilities (105)
Trade and other payables (1,458)
Loan payables (7,578)
Retirement benefit obligations (341)
Deferred tax liabilities (1,225)
Total liabilities (10,707)
Total identifiable net assets at fair value 1,289
Less: Non-controlling interest measured at the non-controlling interest’s
proportionate share of PBD'’s net identifiable assets (258)
Net assets acquired 1,031
Add: Goodwill arising from acquisition (Note 11) 13,644
Purchase consideration 14,675

Effects on cash flows
of the Group

Uss$'000
Purchase consideration 14,675
Less: Cash and bank balances of a subsidiary acquired (955)
Net cash outflow on acquisition of a subsidiary 13,720

The PPA review was finalised as at 31 December 2018.

[aggregate] [innovate] [sustain]

NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

Investment in subsidiaries and associates (cont'd)

()

14(a) Investment in subsidiaries (cont'd)

Acquisition of subsidiaries (cont'd)

PT. Pulau Bintan Djaya (“PBD") (cont'd)

Transaction costs

Transaction costs related to the acquisition of US$86,000 have been recognised in the Group’s profit or
loss for the year ended 31 December 2018.

Impact of the acquisition on profit or loss

From the acquisition date, PBD has contributed revenue of US$24,967,000 and loss of US$420,000 to
the Group for the year ended 31 December 2018. If the business combination had taken place at the
beginning of the financial year 2018, the Group’s revenue would have been US$2,146,080,000 and the
Group's loss for the year ended 31 December 2018 would have been US$13,781,000.

Trade and other receivables acquired

Trade and other receivables acquired comprise of trade receivables with fair values of US$1,402,000.
Their gross proceeds amount of US$1,402,000 are expected to be collected.

PT. Sumber Djantin (“PTSD") and PT. Sumber Alam (“PTSA")

On 23 April 2018, the Group acquired 100% of the issued and paid-up share capital of PTSD and PTSA
for purchase consideration of US$65,503,227. Both PTSD and PTSA own four natural rubber processing
factories in West Kalimantan, Indonesia.

Fair value recognised
on acquisition

Us$'000
Property, plant and equipment 28,960
Investment property 3,432
Trade and other receivables 1,936
Inventories 18,663
Cash and bank balances 517
Total assets 53,508
Derivative financial instruments - liabilities (572)
Trade and other payables (15,028)
Loan payables (21,486)
Retirement benefit obligations (4,579)
Deferred tax liabilities (2,544)
Total liabilities (44,209)
Total identifiable net assets at fair value 9,299
Add: Goodwill arising from acquisition (Note 11) 56,204
Purchase consideration 65,503

Effects on cash flows

of the Group

US$'000

Purchase consideration in cash 65,503
Less: Cash and bank balances of subsidiaries acquired (516)
Net cash outflow on acquisition of subsidiaries 64,987




NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

14. Investment in subsidiaries and associates (cont'd)
14(a) Investment in subsidiaries (cont'd)
(i) Acquisition of subsidiaries (cont'd)

PT. Sumber Djantin (“PTSD”) and PT. Sumber Alam (“PTSA") (cont'd)

The PPA review of PTSD and PTSA is deemed to be provisional as at 31 December 2018 as the valuation
of the retirement benefit had not been completed by the date the financial statements was authorised for
issue.

During the year, the Group has finalized the PPA review of PTSD and PTSA. There has been new
information obtained about the facts and circumstances relating to the fair value of the assets and
liabilities acquired as at the acquisition date, which the Group did not adjust for retrospectively due to the
immateriality of the adjustment.

As a result of finalization of PPA, the Group made an adjustment of US$1,020,000 to reduce goodwill
(Note 11) and recognised additional amount of deferred tax assets and retirement benefit obligations.

Transaction costs

Transaction costs related to the acquisition of US$150,000 have been recognised in the Group’s profit or
loss for the year ended 31 December 2018.

Impact of the acquisition on profit or loss

From the acquisition date, PTSD and PTSA have contributed revenue of US$59,649,000 and profit of
US$348,000 to the Group for the year ended 31 December 2018. If the business combination had taken
place at the beginning of 2018, the Group’s revenue would have been US$2,158,464,000 and the Group's
loss for the year ended 31 December 2018 would have been US$20,093,000.

Trade and other receivables acquired

Trade and other receivables acquired comprise of trade receivables with fair values of US$1,275,000.
Their gross proceeds amount of US$1,275,000 are expected to be collected.

[aggregate] [innovate] [sustain]
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NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

Investment in subsidiaries and associates (cont'd)

14(a) Investment in subsidiaries (cont'd)

(i) Transaction with non-controlling interests, without loss of control
During the financial year, the Group has issued shares of a subsidiary to non-controlling interests:

1) HeveaConnect Pte. Ltd. (“HeveaConnect”)

On 7 March 2019, HeveaConnect has issued and allotted 74,147 new shares to the non-controlling
interests for US$2,200,000. Following which, the Group's total equity interest in HeveaConnect has
changed from 90.10% to 71.09%.

For the financial year ended 31 December 2018, the Group has increased in its shareholding in the
following subsidiaries:

1) PT. GMG Sentosa (“GMG Sentosa”)

On 11 February 2018, Hok Tong has acquired 25% of the issued and paid-up share capital
in GMG Sentosa from the non-controlling interests for a cash consideration of USST.
Subsequent to the acquisition, the Group’s total equity interest in GMG Sentosa has
increased from 75% to 100%. The carrying amount of the net liabilities of GMG Sentosa at
February 2018 was US$25,484,000.

2) PT. Sunan Rubber (“Sunan”)

On 28 February 2018, Hok Tong completed the acquisition of 46.25% of the issued
and paid-up share capital of Sunan from the non-controlling interests, for total cash
consideration of approximately US$15,260,000. Subsequent to the acquisition, the Group’s
total equity interest in Sunan has increased from 53.75% to 100%. The carrying amount of
the net assets of Sunan at February 2018 was US$29,202,000.

Summary of the effect of change in the Group’s ownership interest in the above subsidiaries on the
equity attributable to owners of the Company are as follow:

Increase/ (Decrease) Decrease in equity

in equity attributable attributable to
Consideration to non-controlling owners of the
received/(paid) interests Company
Uss$'000 Us$'000 Us$'000
At 31 December 2019
HeveaConnect 2,200 843 1,357
At 31 December 2018
GMG Sentosa * 6,371 (6,371)
Sunan (15,260) (13,510) (1,750)
Total (15,260) (7,139) (8,121)

* Consideration paid for acquisition of non-controlling interests is US$1.
(iii)  Striking-off a subsidiary
In previous financial year, the Group struck off its wholly-owned dormant subsidiary, GMG Holdings

Ltd. As a result of the deregistration, realisation of cumulative foreign currency translation gain upon
liquidation of the subsidiary US$5,333,000 was recognised.
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For the financial year ended 31 December 2019

14. Investment in subsidiaries and associates (cont'd)
14(b) Investment in an associate

The Group’s investment in an associate are summarised as below:

Group
2019 2018
Us$'000 US$'000
Feltex Co., Ltd. 1,035 1,190
Country of Proportion (%) of
Name incorporation Principal activities ownership interest
2019 2018
Held through subsidiaries
Feltex Co., Ltd Thailand Natural rubber processing 24.80 24.80
™ Audited by other firms of Certified Public Accountants.
Aggregate information about the Group’s investments in an associate are as follows:
Group
2019 2018
Us$'000 US$'000
Total comprehensive loss, net of tax (581) (367)
15. Deferred tax
Deferred tax as at 31 December relates to the following:
Group Company
Statement of Consolidated Statement of
financial position income statement financial position
2019 2018 2019 2018 2019 2018
USS'000 USS'000  US$000  USS000  USS'000  USS'000
Differences in depreciation for tax
purposes (144) 3,330 156 (55) (66) (36)
Tax losses carry forward 22,983 12,138 7,092 4,994 - -
Retirement benefit liabilities 3,893 3,475 (445) 367 - -
Fair value uplift of biological assets (10,064) (1,268) (8,786) 7 - -
Fair value uplift of investment
properties (3,677) (3,395) 73 (160) - -
Fair value uplift of property, plant
and equipment acquired in
business combination (31,549)  (31,572) 190 185 - -
Unremitted foreign source income (6,032) (4,502) 128 909 (5) -
Forward currency contracts (3,556) (2,126) (1,088) 998 - -
Others 1,393 333 (147) (563) - -
Tax (expense)/credit (2,827) 6,682
Net deferred tax liabilities (26,753)  (23,587) (71) (36)
Reflected in the statement of
financial position as follows:
Deferred tax assets 21,259 15,056 - -
Deferred tax liabilities (48,012)  (38,643) (71) (36)
Deferred tax liabilities, net (26,753)  (23,587) (71) (36)

[aggregate] [innovate] [sustain]

15.

NOTES TO THE FINANCIAL STATEMENTS

For the financial year ended 31 December 2019

Deferred tax (cont'd)

Reconciliation of deferred tax liabilities, net

At 1 January

Tax (expense)/credit during the year recognised in profit or loss

Tax expense during the year recognised in other comprehensive income

Reclassification of net deferred tax liabilities of disposal group classified as
held-for-sale (Note 22)

Deferred taxes arising from business combinations (Note 14(a)(i))
Utilisation of Group relief

Exchange difference

At 31 December

Unrecognised tax losses and unabsorbed capital allowances

At the end of reporting period, the Group has tax losses and unabsorbed capital allowances amounting to
US$87,156,000 and US$10,121,000 (2018: US$59,226,000 and USS$10,071,000) respectively that are available for
offset against future taxable profits. The tax losses have no expiry date except for an amount of US$69,208,000
which will expire in five years (2018: US$50,668,000) and USS$11,775,000 which will expire after five years (2018:

USS$Nil).

The related deferred tax benefits of US$17,944,000 (2018: US$16,518,000) were not recognised as the

recoverability was considered not probable.

Unrecognised temporary differences relating to investments in subsidiaries

A deferred tax liability of US$28,616,000 (2018: US$30,863,000) that could arise upon the distribution of profit at
certain subsidiaries has not been provided for as at 31 December 2019 as the distributable profits is controlled
and there is currently no intention for the profits to be remitted to Singapore.

Group

2019 2018
Us$'000 Us$'000
(23,587) (16,436)
(2,827) 6,682
(215) (1,040)

- (6,858)

- (4,614)

(280) (2,384)

156 1,063

(26,753) (23,587)
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For the financial year ended 31 December 2019

16.

Plantation and biological assets
Plantation related properties

Other Total Non-
Leasehold Freehold Plantation plantation plantation  current Consumable
land use land use establishment  related related biological  biological
rights rights Plantation costs costs properties  assets assets Total
US$'000  US$'000  USS$'000 US$'000 US$'000  USS000  US$'000 US$'000  US$'000
Group
Cost
At 1 January 2018 86,233 58108 32248 155,517 - 332106 8,861 49 341,016
Additions - - - 50,156 - 50,156 1,522 - 51,678
Capitalisation of
depreciation - - - 359 - 359 - - 359
Reclassification - - 14918 (14,918) - - - - -
Transfer to property, plant
and equipment (Note 12) - - 1,545 2,295 - 3,840 - - 3,840
Fair value adjustment
(Note 5) - - - - - - 33 (32) 1
Exchange difference (628) - (1,774) (7,987) - (10,389) (208) - (10,597)
At 31 December 2018 85605 58108 46937 185,422 - 376072 10208 17 386,297
Additions - - - 36,662 - 36,662 728 - 37390
Capitalisation of
depreciation - - - 348 - 348 - - 348
Transfer to biological
assets - - (41,180 (204,353) - (245533) 245533 - -
Reclassification - - - (15,108) 15108 - - - -

Transfer from/(to) property,
plant and equipment
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(Note 12) - - - 1,988 - 1,988 - - 1,988
Fair value adjustment

(Note 5) - - - - - - 52709 (11) 52,698
Exchange difference 379 - 10 161 - 550  (4,076) - (3,526)
At 31 December 2019 85984 58,108 5,767 5120 15708 170,087 305,102 6 475195
Accumulated depreciation
At 1 January 2018 1,389 - 2,553 - - 3,942 - - 3,942
Depreciation for the year

(Note 8) 359 - 1785 - - 2,144 - - 2144
Exchange difference (36) - (167) - - (197) - - (197)
At 31 December 2018 1,712 - 4177 - - 5,889 - - 5,889
Depreciation for the year

(Note 8) 1,013 - 1,805 - - 2818 46 - 2,864
Transfer to biological

assets - - (5,659) - - (5,659) 5,659 - -
Transfer to inventory - - 402 - - 402 - - 402
Exchange difference 23 - (5 - - 18 (63) - (45)
At 31 December 2019 2,748 - 720 - - 3,468 5,642 - 9,110
Carrying amount
At 31 December 2018 83,893 58108 42,760 185,422 - 370,183 10,208 17 380,408
At 31 December 2019 83236 58,108 5,047 5120 15708 166,619 299,460 6 466,085

The basis of classification of rubber trees is disclosed in Note 2.12 and Note 3.1(a).

[aggregate] [innovate] [sustain]
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Plantation and biological assets (cont'd)

Details of the Group’s plantation assets are summarised as follows:

Country Malaysia Cameroon Cameroon Ivory Coast
Type of ownership Leasehold Freehold Land use rights Land use rights
Total land area (hectares) 9,844 58,932 52,607 1,581

The Group’s biological assets mainly consist of rubber trees in Malaysia and Cameroonian plantations and
produce that grows on oil palm trees in Malaysia plantation, all of which are grown for commercial sales as part
of normal business operations.

Interest expense amounting to US$11,085,000 was capitalised in 2019 (2018: US$11,906,000). The rate used to
determine the amount of borrowing costs eligible for capitalisation was 3.81% - 7.15% (2018: 3.00% - 7.15%),
which is the effective interest rate of borrowings.

A review of the recoverable amount for the plantation in Cameroon was determined based on the value in use
calculation and the discount rate used is 13.0% (2018: 13.0%).

Cash and bank balances

Group Company

2019 2018 2019 2018

US$'000 US$'000 US$'000 US$'000

Cash at bank and on hand 54,500 65,323 369 770
Short term deposits 1,127 57,608 - -
Cash and cash equivalents 55,627 122,931 369 770
Short term deposits — pledged 2,278 2,283 - -
Total cash and bank balances 57,905 125,214 369 770

Cash and bank balances comprise cash held by the Group and Company and short term bank deposits. The
carrying amounts of these assets approximate their fair value.

Fixed deposits were made for varying periods, depending on immediate cash requirements of the Group, and
earn interest at the respective short term deposit rates. The weighted average effective interest rate as at 31
December 2019 for the Group is 3.63% per annum (2018: -0.34%).

Cash and bank balances of US$2,278,000 (2018: US$2,283,000) of the Group have been charged as security for
the Group'’s general banking facilities (Note 25) and performance guarantee.

As at each reporting date, the carrying amounts of cash and bank balances denominated in currencies other than
the respective group entities’ functional currencies are as follows:

Group Company

2019 2018 2019 2018

Us$'000 Us$'000 US$'000 Us$'000

United States Dollar 9,089 9,021 - -
Singapore Dollar 1,141 724 170 35
Euro 888 1,974 122 56
Pound Sterling 949 437 5 7
Swedish Krona - 706 - -
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18.  Trade receivables 19. Loans and other receivables
Group Group Company
2019 2018 2019 2018 2019 2018
US$'000 Us$'000 USs$'000 Us$'000 Uss$'000 Us$'000
External parties 133,753 146,745 Financial assets
Non-current:
Trade receivables are repayable within the normal trade credit terms of 2 days to 90 days. o
Loan to non-controlling interests of a
In determining the recoverability of trade receivables, the Group considers any change in the credit quality of the subsidiary 3425 3,491 _ _
trade receivables from the date credit was granted up to the end of the reporting period. Current:
Trade receivables of US$31,887,000 of the Group have been charged as security for the Group’s banking facilities Loan to a third party 52,298 50,623 - -
(Note 25). Other receivables 17,710 17,389 1 71
As at each reporting date, the carrying amounts of trade receivables denominated in currencies other than the Amour.1ts due from subsidiaries N h 861,101 807912
respective group entities’ functional currencies are as follows: Deposits 20,491 17,701 392 314
90,499 85,713 861,494 808,297
Group .
2019 2018 Non-financial assets
US§000 US$'000 Current.
United States Dollar 16,209 13,352 Prepayments ) 34,212 26,237 375 317
Euro 10,502 14904 Other tax recelva.nbles 34,989 34,236 55 112
Pound Sterling 2648 3,033 Total non-financial assets 69,201 60,473 430 429
Swedish Krona 1,181 1,127 Total current loan and other receivables 159,700 146,186 861,924 808,726
(a) Expected credit losses (“ECL") Total non-current loan and other
receivables 3,425 3,491 - -

The movement in allowance for expected credit losses of trade receivables computed based on ECL are

as follows:
Group
2019 2018
Us$'000 USS$'000

Adjusted loss allowances as at 1 January 611 1,248

Charge for the year 81 144
Written off - (746)
Exchange difference 8 (35)
At 31 December 700 611

[aggregate] [innovate] [sustain]

The loan to non-controlling interests of a subsidiary is unsecured, repayable in 2025 and earns interest at 5% per
annum (2018: 5%).

The loan to a third party was secured by the borrower’s equity interest in a company, and receivables and bank
balances of the borrower, with interest at 10% per annum (2018: 6.5%). The loan was restructured during the
year, and as at the date of the financial statement, it is overdue for repayment. The loan is recoverable and no
impairment is required.

Included within other receivables is corporate social responsibility receivable (“CSR receivable”) amounting to
US$7,640,000 (2018: US$3,185,000 net, inclusive of allowance for CSR receivable of US$7,210,000) which relates
to receivable from a local government of a country where the Group’s subsidiaries operate in. The receivable
arose from the costs incurred by the Group in building community for its workforce, such as: costs incurred
in building hospital or school, which is co-funded by the local government. During the year, there is reversal of
impairment of doubtful CSR receivable, previously recorded as part of the purchase price allocation review, of
USS$7,171,000 after considering the evidence of amount collected during the year.

As at 31 December 2019, amounts due from subsidiaries amounting to US$52,889,000 are unsecured bears
an average interest of 4.91% per annum, repayable on demand and are expected to be settled in cash. The
remaining amounts are unsecured, non-interest bearing, repayable on demand and are expected to be settled in
cash.

As at 31 December 2018, amounts due from subsidiaries are unsecured, non-interest bearing, repayable on
demand and are expected to be settled in cash.
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19.

20.

Loans and other receivables (cont'd)
Expected credit losses (“ECL")

The movement in allowance for expected credit losses of loans and other receivables computed based on ECL
are as follows:

Group Company
2019 2018 2019 2018
US$'000 Us$'000 US$'000 UsSS$'000
Opening loss allowance as at 1 January 668 227 61 5
Charge for the year 2,741 441 105 56
Exchange difference (16) - - -
At 31 December 3,393 668 166 61

As at each reporting date, the carrying amounts of loans and other receivables denominated in currencies other
than the respective group entities’ functional currencies are as follows:

Group Company
2019 2018 2019 2018
Us$'000 Us$'000 Us$'000 US$'000
United States Dollar 1 341 - -
Singapore Dollar 69 1,411 55 112
Euro 1,703 2,358 - -
Chinese Yuan Renminbi 1,875 - - -
Japanese Yen 1,462 - - -
Derivative financial instruments
Group
2019 2018
Assets Liabilities Assets Liabilities
Us$'000 USS$'000 US$'000 USS$'000
Forward currency contracts 1,774 (1,801) 5,867 (1,920)
Forward commodity (natural rubber)
contracts 18,749 (8,733) 38,323 -
Total 20,523 (10,534) 44,190 (1,920)
Company
2019 2018
Assets Liabilities Assets Liabilities
Us$'000 USS$'000 USS$'000 USS$'000
Forward currency contracts 928 (507) 670 (670)

The Group utilises forward commodity (natural rubber) contracts and forward currency contracts to manage the
fluctuations in natural rubber prices or exposure arising from foreign currencies.

[aggregate] [innovate] [sustain]
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Derivative financial instruments (cont'd)

At the end of the reporting period, the total notional amounts of derivative financial instruments to which the
Group is committed to are as follows:

Notional amount Positive fair value Negative fair value
2019 2018 2019 2018 2019 2018
USs$'000 Us$'000 US$'000 Us$'000 US$'000 Us$'000

Forward contracts on
commodity (natural rubber):

- Sales 523,677 483,738 - 33,411 (8,733) -

- Purchases 187,473 177,891 18,749 4,912 - -

Forward currency contracts 697,236 419,857 1,774 5,867 (1,801) (1,920)
20,523 44,190 (10,534) (1,920)

The maturity period for forward commodity (natural rubber) contracts ranges from one to twelve months.

Inventories
Group
2019 2018
US$'000 USs$'000
At cost:
- Consumables 26,767 29,965
At fair value:
- Raw materials 103,209 54,180
- Work-in-progress 30,208 23,959
- Finished goods held for resale 215,210 189,837
348,627 267,976
375,394 297,941

The inventories as at the end of each reporting period in 2019 and 2018 include fair value upward/(downward)
adjustments of US$26,615,000 and US$(10,085,000) respectively.

Inventories with carrying amount of US$132,856,000 (2018: US$43,949,000) have been pledged as security for a
trade financing facility (Note 25).

Assets classified as held-for-sale
a) Non-current asset classified as held-for-sale

During the year, the Group has decided to sell offices located in Indonesia. There is an interested party
who has placed deposit and the sale is expected to be completed before the end of financial year 2020.
These properties amounting to US$4,820,000 have been reclassified from investment properties to assets
classified as held for sale.

b) Disposal group classified as held-for-sale

As at 31 December 2017, discontinued operation refers to the Group’s processing business in Thailand,
Teck Bee Hang Co., Ltd and its subsidiaries (“TBH Group”), which was classified as asset held-for-sale
under SFRS(l) 5 Non-Current Assets Held for Sale and Discontinued Operations, following the Group’s
strategic review undertaken during the financial year ended 31 December 2017. The decision was made
at that time on the basis of the poor financial performance of TBH Group and also, unfavourable market
environment in Thailand.
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23.

24,

Assets classified as held-for-sale (cont'd)

b)

Disposal group classified as held-for-sale (cont'd)

In 2018, positive changes have been made to TBH's business and operations leading to improvement
in TBH's financial performance. As part of the Group’s continuous assessment of its key business
segments, it determined that TBH Group fits into the Group’s business strategy and initial plan to dispose/
discontinue the operations of TBH Group has changed significantly and an immediate sale is unlikely. As
such, the Group decided to reclassify TBH Group from discontinued operations to continuing operations.

Accordingly, the comparative figures in the consolidated income statement and consolidated cash flow
statement for financial year ended 31 December 2018 have been re-presented to reflect TBH Group as
continuing operations.

Trade payables

Group
2019 2018
uss$'000 USs$'000
External parties 38,331 34,570

These amounts are non-interest bearing. Trade payables are normally settled on 60 days term.

As at each reporting date, the carrying amounts of trade payables denominated in currencies other than the
respective group entities’ functional currencies are as follows:

Group
2019 2018
Us$'000 USS$'000
United States Dollar 6,044 4,300
Euro 1,344 1,802
Other payables
Group Company
2019 2018 2019 2018
Us$'000 Us$'000 Us$'000 US$'000
Financial liabilities
Current:
Other payables 17,802 14,917 184 105
Accrued operating expenses 20,209 20,576 1,541 1,377
Accrued interest expense 2,848 2,903 699 591
Amounts due to subsidiaries - - 255,490 120,997
40,859 38,396 257,914 123,070
Non-financial liabilities
Current:
Other tax payables 7,413 7,577 77 80
Advances from customers 6,804 9,709 - -
14,217 17,286 77 80
Total current other payables 55,076 55,682 257,991 123,150

Non-current:
Other payables 8,228 4,263 - -
Total non-current other payables 8,228 4,263 - -

[aggregate] [innovate] [sustain]
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Other payables (cont'd)

Current other payables are non-interest bearing and have an average term of six months.

As at 31 December 2019, certain amounts due to subsidiaries amounting to US$18,952,000 bears an average
interest of 4.23% per annum, unsecured and repayable on demand. The remaining amounts due to subsidiaries

are non-interest bearing, unsecured and repayable on demand.

As at 31 December 2018, the amounts due to subsidiaries are non-interest bearing, unsecured and repayable in
demand.

As at each reporting date, the carrying amounts of other payables denominated in currencies other than the
respective group entities’ functional currencies are as follows:

Group Company
2019 2018 2019 2018
Us$'000 Us$'000 Us$'000 Us$'000
United States Dollar 37 42 - -
Singapore Dollar 6 48 - -
Euro 2,624 2,358 - -
Loan payables
Group Company
2019 2018 2019 2018
Us$'000 Us$'000 Us$'000 Us$'000
Current:
- Working capital loans 572,644 519,091 317,375 293,750
- Term loans 39,177 1,309 29,672 -
611,821 520,400 347,047 293,750
Non-current:
- Working capital loans - 1,375 - 1,375
- Term loans 511,912 390,265 342,454 296,442
511,912 391,640 342,454 297,817
Total loan payables 1,123,733 912,040 689,501 591,567

As at each reporting date, the carrying amounts of loan payables denominated in currencies other than the
respective group entities’ functional currencies are as follows:

Group Company
2019 2018 2019 2018
Us$'000 Us$'000 Us$'000 Us$'000
United States Dollar 39,260 20,263 - -

Working capital loans bear average interest rates of 5.13% (2018: 3.59%) per annum. Certain working capital
loans amounting to US$205,084,000 (2018: US$78,412,000) are secured by a charge over certain of the Group's
inventories (Note 21), property, plant and equipment (Note 12), and certain cash and bank balances (Note 17),
and certain trade receivables (Note18).
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25. Loan payables (cont'd) 26. Retirement benefit obligations
The Group and the Company has the following term loans: The Group provides defined post-employment benefits for its qualifying employees in accordance with relevant
labour laws and regulations in Indonesia, Thailand, Cameroon and Ivory Coast.
Group Company . ) o
Changes in retirement benefit obligations are as follows:
2019 2018 2019 2018
Us$'000 Us$'000 US$'000 Uss$'000 Group
Current 2019 2018
Loan A 2,140 1,309 - - US$'000 US$'000
Loan C 4282 - - - At 1 January 19,024 19,024
Loan D 3,083 - - B Acquisition of subsidiaries - 4,920
Loan F 29,672 - 29,672 - Benefit paid for the year (3,253) (6,283)
39,177 1,309 29,672 - Changes charged to profit or loss
Non-current - Current service costs 2,708 1,999
Loan A 21,443 24,001 - - - Interest cost on benefit obligations 1,255 1,238
Loan B 297,642 296,442 297,642 296,442 - Past service costs 64 664
Loan C 64,223 69,822 - - - Net actuarial gain recognised during the year 97 240
Loan D 16,186 - - - - Provision of long term employee benefit 1,362 73
Loan E 67,605 - - - - Excess benefit 1,530 476
Loan F 44,813 - 44,812 - Re-measurement losses/(gain) in other comprehensive income
511,912 390,265 342,454 296,442 - Actuarial changes arising from changes in demographic assumptions 117 (108)
- Actuarial changes arising from changes in financial assumptions (312) (2,615)
Details of the term loans are as follow: - Experience adjustments (717) (1,441)
a) Loan A bears an average effective interest of 6.00% (2018: 6.00%) per annum and repayable on monthly Exchange difference 666 (1,280)
instalments until 2026. This loan is unsecured. 22,541 16,907
Reclassification from assets of disposal group classified as
b) Loan B bears an effective interest rate of 4.06% (2018: 3.93%) and is repayable in 2021. This loan is held-for-sale - 2117
unsecured. At 31 December 22,541 19,024
c) Loan C bears an average effective interest rate of 7.15% (2018: 7.15%) per annum. Repayment will

The cost of providing post-employment benefits is calculated by an independent actuary. The actuarial valuation

commence in 2020 on semi-annual instalments until 2027. This loan is unsecured. ] ' . .
was carried out using the following key assumptions:

d) Loan D bears an average effective interest rate of 9.00% per annum. Repayment has commenced during
the year on quarterly instalments until 2026. This loan is secured on certain property, plant and equipment 2019 2018
and inventories. % %
e) Loan E bears an average effective interest rate of 4.05% per annum and is repayable in 2021. The loan is Indonesia (Headcount: 2019- 4,435, 2018- 4,844)
secured on certain property, plant and equipment, pledged deposit, trade receivables and inventories. Discount rate 5.42 - 8.19 8.32
Future salary increment rate 5.00 - 9.00 7.00 - 9.00
f) Loan F bears an average effective interest rate of 3.03% per annum and is repayable on quarterly
instalments until 2021. This loan is unsecured. Thailand (Headcount: 2019- 1,038, 2018- 1,037)
Discount rate 1.45 2.56
Future salary increment rate 1.00 - 4.00 1.00 - 4.00

Cameroon (Headcount: 2019- 6,798, 2018- 7,259)
Discount rate 3.50 3.50
Future salary increment rate 1.00 - 2.99 271 -7.95

Ivory Coast (Headcount: 2019- 998, 2018- 1,008)
Discount rate 3.50 - 6.00 3.50 - 6.00
Future salary increment rate 3.50 - 5.00 3.50 - 5.00

Three other assumptions: mortality rate, disability rate and voluntary resignation rate are not significant

assumptions for these plans as there are insignificant changes in retirement benefit obligations arising from
them.

[aggregate] [innovate] [sustain]
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Retirement benefit obligations (cont'd) 28.

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions is as follows:
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Perpetual securities

During the financial year ended 31 December 2017, the Company issued perpetual securities with principal

amount of US$150,000,000 bearing distributions at rate of 4.5% per annum. An amount of US$148,690,000 net of

Increase in Decrease in Increase in Decrease in
assumption assumption assumption assumption
2019 2019 2018 2018
US$'000 Us$'000 US$'000 Us$'000
Group
One percentage point change in the
assumed discount rate:
- (Decrease)/Increase on the aggregate
current service cost and interest cost (238) 275 (301) 292
- (Decrease)/Increase on retirement benefit
obligation (1,434) 1,663 (1,227) 1,501
One percentage point change in the salary
growth rate:
- Increase/(Decrease) on the aggregate
current service cost and interest cost 372 (298) 314 (217)
- Increase/(Decrease) on retirement benefit
obligation 1,816 (1,485) 1,465 (1,324) a)

The above sensitivity analysis is based on a change in an assumption while holding other assumptions constant.
Changes in some of the assumptions may be correlated. When calculating the sensitivity of the retirement
benefit obligations to significant actuarial assumptions, the same method (present value of the retirement benefit
obligations calculated with the Projected Unit Credit method at the end of the reporting period) has been applied
as when calculating the retirement benefit obligations recognised within the statement of financial position.

Through its retirement benefit pension plans, the Group is exposed to a number of risks, the most significant of
which are detailed as below: b)

Changes in bond yields
A decrease in government bond yield will increase plan liabilities.

Inflation risk
The majority of the plan’s benefit obligations are linked to inflation which higher inflation will lead to higher c)
liabilities.

The weighted average duration of the retirement benefits obligation is 18.1 years (2018: 18.5 years).

Share capital

Group and Company

2019 2018
No. of shares No. of shares
‘000 US$'000 ‘000 US$'000
Issued and fully paid ordinary shares
Balance at beginning and end of financial
year 1,595,012 603,874 1,595,012 603,874

The holders of ordinary shares are entitled to receive dividends as and when declared by the Company. The
ordinary shares of the Company have no par value.

[aggregate] [innovate] [sustain]

issuance costs, was recognised in equity.

The perpetual securities bear distributions which are payable semi-annually. Subject to the relevant terms
and conditions of the perpetual securities, the Company may elect to defer or not making distributions on the
perpetual securities and is not subject to any limits as to the number of times a distribution can be deferred.

The perpetual securities is classified as equity and distributions are treated as dividends. This is due to
the reason that the Company has no contractual obligations to repay its principal or to pay any distributions,
which means the instrument does not meet the definition as a financial liability under SFRS(I) 1-32 Financial
Instruments: Disclosure and Presentation.

During the current financial year, the Board of Directors have approved to distribute payment amounting to
US$3,375,000 (2018: US$6,750,000) to the holders of the securities.

On 26 April 2019, the Group has redeemed all the principal amount of the perpetual securities of
US$150,000,000.

29. Other reserves

Capital reserve

Capital reserves pertain to the excess of capital paid by a shareholder for the shares in the subsidiary
over the capital received from the same shareholder for the swap of the shares in the Company.

Capital reserve also includes funds arising from the Group’s People’s Republic of China (“PRC")
subsidiaries which are required to transfer 10% of the net income to the reserve fund in accordance with
PRC Articles of Association.

Other reserves

Other reserves pertain to fair value adjustments on derivative financial instruments, premium paid by
non-controlling interests for interest in a subsidiary and redemption amount for put option issued to non-
controlling interest of a subsidiary.

Foreign currency translation reserve

The foreign currency translation reserve represents exchange differences arising from the translation of

the financial statements of foreign operations whose functional currencies are different from that of the
Group's presentation currency.
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30. Lease liabilities 31. Commitments and contingencies
Office equipment (a) Commitment for sales, purchases and forward currency contracts
Group Land and office and motor vehicles Total ) )
, , , The Group has committed sales, purchases and currency contracts that are entered into for the use of the
US$'000 US$'000 Us$'000 Group. The contractual or notional amounts of the committed contracts with fixed pricing terms that was
At 1 January 2019 - - - outstanding as at 31 December 2019 and 31 December 2018 are as disclosed in Note 20.
Finance lease liabilities under SFRS(I) 1-17 - 174 174 " c
Adoption of SFRS(I) 16 11,066 425 11,491 (b)  Corporate guarantees
11,066 599 11,665 The following are the corporate guarantees given by the Company for the credit facilities extended by
Additions 4,120 91 4,211 banks to:
Interest expense 467 12 479
Lease payment (2,856) (199) (3,055) Company
Exchange difference 10 17 27 2019 2018
At 31 December 2019 12,807 520 13,327 US5000 US5000
Subsidiaries 373,496 369,159
Office equipment (c)  Contingent liabilities
Company Land and office and motor vehicles Total
USS$'000 Uss$'000 Uss$'000 One of the subsidiaries in the Group has received claims of under-payment of direct or indirect tax by the
At 1 January 2019 _ _ _ .Custo.ms.departme.nt amounting to approximately US$13,700,000. A lawyer has peen gngaged to. assist
» in reviewing the claims and the lawyer is of the view that the Customs has no valid basis in pursuing the
Additions 3395 190 3,585 claim against the subsidiary. Management is of the view that the likelihood of Customs in succeeding
Interest expense 80 6 86 their claim is remote. Accordingly, no accrual has been made for the claim from the Customs.
Lease payment (865) (47) (906) 32 Fi i1 risks and ;
Exchange difference 75 4 79 . inancial risks and managemen
At 31 December 2019 2,685 159 2,844 (a)  Categories of financial instruments
The following table sets out the financial instruments as at the end of the reporting period:
Group Company
2019 2018 2019 2018 Group Company
Current 3124 42 1.021 B US$'000 US$'000 US$'000 US$'000
Non-current 10,203 132 1,823 - Financial assets
13,327 174 2,844 - Cash and bank balances 17 57,905 125,214 369 770
As at 31 December 2019, the average incremental borrowing rate applied and average interest rate in the lease Trade receivables 18 133,753 146,745 - -
were 5.16% and 3.78% respectively. As at 31 December 2018, the Group leases motor vehicles under finance Loans and other
lease and average discount rate in finance lease was 1.89%. receivables 19 93,924 89,204 861,494 808,297
Derivative financial
The Group lease liabilities of US$145,000 (2018: US$174,000) was secured over motor vehicles (Note 12(b)). instruments 20 20,523 44,190 928 670
As at each reporting date, the carrying amounts of lease liabilities denominated in currencies other than the 306,105 405,353 862,791 809,737
respective group entities’ functional currencies are as follows: . b P besnias
Financial liabilities
Trade payables 23 38,331 34,570 - -
Group Company
2019 2018 2019 2018 Other payables 24 40,859 38,396 257,914 123,070
US$'000 US$'000 US$'000 US$'000 Loan pr.:lya.bile.s 25 1,123,733 912,040 689,501 591,567
Singapore Dollar 3187 3 2844 _ Lease liabilities 30 13,327 174 2,844 -
Derivative financial
instruments 20 10,534 1,920 507 670
1,226,784 987,100 950,766 715,307

[aggregate] [innovate] [sustain]
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32. Financial risks and management (cont'd)

(b)

Financial risk management policies and objectives

The Group and the Company is exposed to financial risks arising from its operations and the use of
financial instruments. The key financial risks include foreign currency risk, interest rate risk, credit risk,
liquidity risk and commodity price risk. The Group has documented financial risk management policies.
These policies set out the Group’s overall business strategies and its risk management philosophy. The
Group'’s overall financial risk management programme seeks to minimise potential adverse effects on the
financial performance of the Group.

The Group does not hold or issue derivative financial instruments for speculative purposes.

There has been no change to the Group’s exposure to these financial risks or the manner in which it
manages and measures the risk.

(i) Foreign currency risk

As disclosed in Note 2.7 of the financial statements, the functional currency of the Company is the
United States Dollar.

The Group faces foreign exchange risk as its borrowings, export sales and the costs of certain
purchases are denominated in a currency other than the respective functional currencies of the
Group entities, primarily Singapore Dollar, Euro, Indonesian Rupiah, Malaysian Ringgit, Chinese
Yuan Renminbi, CFA Franc and Thai Baht. The Group also holds cash and short-term deposits
denominated in foreign currencies for working capital purposes.

The Group enters into foreign currency forward contracts to hedge the foreign currency exposure
for some of its receivables.

Foreign currency sensitivity

The following table details the sensitivity to a 5% increase and decrease in the relevant foreign
currencies against the functional currency of each Group entity. 5% is the sensitivity rate used
when reporting foreign currency risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding foreign currency denominated monetary items and
adjusts their translation at the period end for a 5% change in foreign currency rates. The sensitivity
analysis includes external loans as well as loans to foreign operations within the Group where they
gave rise to an impact on the Group’s profit or loss and/or equity.

If the relevant foreign currency strengthens by 5% against the functional currency of each Group
entity, income will increase/(decrease) by:

Group Company

2019 2018 2019 2018

US$'000 Us$'000 US$'000 Us$'000

United States Dollar (1,002) (2,095) - -
Singapore Dollar 60 104 11 7
Euro’ 456 754 6 3
Pound Sterling 180 174 - -
Swedish Krona 59 92 - -
Chinese Yuan Renminbi 99 4 - -
Japanese Yen 75 17 - -

T It excludes the effect of foreign currency exposure that has been materially hedged.

[aggregate] [innovate] [sustain]
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32. Financial risks and management (cont'd)

(b)  Financial risk management policies and objectives (cont'd)

(ii)

(iii)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group’s and the
Company’s financial instruments will fluctuate because of changes in market interest rates. The
Group's primary interest rate risk arises from its loan payables.

The Group’s exposures to interest rates are set out below.

Interest rate sensitivity

The sensitivity analyses below have been determined based on the exposure to interest rates
for non-derivative instruments at the end of the reporting period and the stipulated change
taking place at the beginning of the financial year and held constant throughout the reporting
period in the case of instruments that have floating rates. A 50 basis point increase or decrease
is used when reporting interest rate risk internally to key management personnel and represents
management’s assessment of the possible change in interest rates.

If interest rates had been 50 basis points higher or lower and all other variables were held
constant, the Group's income for the financial year would decrease/increase by US$4,540,000
(2018: decrease/increase by US$3,351,000). This is mainly attributable to the Group’s exposure
to interest rates on its balance due to the banks and financial institutions, and certain loan
receivables.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting
in financial loss to the Group. The Group has adopted a policy of only dealing with creditworthy
counterparties and obtaining sufficient collateral where appropriate, as a means of mitigating
the risk of financial loss from defaults. The Group’s exposure and the credit ratings of its
counterparties are continuously monitored and the aggregate value of transactions concluded is
spread amongst approved counterparties.

The Group does not have any significant credit risk exposure to any single counterparty or any
Group of counterparties having similar characteristics. The Group defines counterparties as having
similar characteristics if they are related entities. The credit risk on liquid funds and derivative
financial instruments is limited because the counterparties are creditworthy entities.

The maximum exposure to credit risk in the event that the counterparties fail to perform their
obligations as at the end of the reporting period in relation to each class of recognised financial
assets is the carrying amount of those assets as stated in the statement of financial position.

The Group considers the probability of default upon initial recognition of asset and whether there
has been a significant increase in credit risk on an ongoing basis throughout each reporting period.

The Group has determined the default event on a financial asset to be when the counterparty fails
to make contractual payments, within 90 days of when they fall due, which are derived based on
the Group's historical information.
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32. Financial risks and management (cont'd)

(b)  Financial risk management policies and objectives (cont'd)

(iii)

Credit risk (cont'd)

To assess whether there is significant increase in credit risk, the Group compares the risk of a
default occurring on the asset as at reporting date with the risk of default as at the date of initial
recognition. The Group considers available reasonable and supportive forward-looking information
which includes the following indicators:

- Internal credit rating

- External credit rating

- Actual or expected significant adverse changes in business, financial or economic
conditions that are expected to cause a significant change to the borrower’s ability to meet
its obligation

- Actual or expected significant changes in the operating results of the borrower

- Significant increases in credit risk on other financial instruments of the same borrower

- Significant changes in the value of the collateral supporting the obligation or in the quality
of third party guarantees or credit enhancements

- Significant changes in the expected performance and behaviour of the borrower, including
changes in the payment status of borrowers in the group and changes in the operating
results of the borrower.

Regardless of the analysis above, a significant increase in credit risk is presumed if a debtor is
more than 90 days past due in making contractual payment.

The Group determined that its financial assets are credit-impaired when:

- There is significant difficulty of the issuer or the borrower

- A breach of contract, such as a default or past due event

- It is becoming probably that the borrower will enter bankruptcy or other financial
reorganisation

- There is disappearance of an active market for the financial asset because of financial
difficulty

The Group categorises a loan or receivable for potential write-off when a debtor fails to make
contractual payments more than 365 days past due. Financial assets are written off when there
is no reasonable expectation of recovery, such as a debtor failing to engage in repayment plan
with the Group. Where loans and receivables have been written off, the Group continues to engage
enforcement activity to attempt to recover the receivable due. Where recoveries are made, these
are recognised in profit or loss.

The following are credit risk management practices and qualitative information about amount
arising from expected credit losses for each class of financial assets.

0) Trade receivables
The Group provides for expected credit losses (“ECL") for all trade receivables using a
provision matrix. The provision rates are determined based on the Group’s historical
observed default rates analyse in accordance to days past due by grouping of customers
which are:

- HRC Group
- Corrie MacColl Group

(ii) Other receivables

The Group provides for ECL for all financial assets based on general approach of
12-months ECL either individual or collective basis.

The Group has performed specific credit risk assessment on the loan to a third party.

[aggregate] [innovate] [sustain]
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32. Financial risks and management (cont'd)

(b)  Financial risk management policies and objectives (cont'd)

(iii)

(iv)

Credit risk (cont'd)
Credit risk concentration profile

The Group determines concentrations of credit risk by monitoring the country profile of its
trade receivables on an on-going basis. The credit risk concentration profile of the Group's trade
receivables (net of impairment loss on receivables) at the statement of financial position date is as
follows:

Group

2019 2018
US$'000 USS$'000

By country:
Singapore 3,793 4110
Asia (excluding Singapore and China) 30,742 36,445
China 21,845 13,806
United States of America (“USA")/Canada 40,878 44,373
Europe 28,692 39,603
Others 7,803 8,408
133,753 146,745

Further details of credit risks on trade receivables are disclosed in Note 18 to the financial
statements.

Liquidity risk
Liquidity risk is the risk that the Group or the Company will encounter difficulty in meeting financial
obligations due to shortage of funds. The Group’s and the Company’s exposure to liquidity risk

arises primarily from mismatches of the maturities of financial assets and liabilities.

The Group maintains sufficient liquidity at all times by efficient cash and working capital
management.

The Group'’s ability to meet its obligations is managed by maintaining appropriate level of cash
balance and working capital balances.

Non-derivative financial instruments

The following tables detail the remaining contractual maturity for non-derivative financial
instruments.

The tables have been drawn up based on the undiscounted cash flows of financial liabilities based
on the earliest date on which the Group can be required to pay. The tables include both interest
and principal cash flows. The adjustment column represents the possible future interest cash
outflow attributable to the instrument included in the maturity analysis which are not included in
the carrying amount of the financial asset or liabilities on the statement of financial position.



L89YLL  (L¥S'6Y) - 869'GZ€ 975'8¢Y 652056  (LL8'EY) 99 6C7'L6E 165209 sal|iqel|
[BIOUBUI} PBIUNOJSIPUN [B10]
£95'16S  (L¥S'6Y) - 8G9'GeE 9G¥'GLE 99°¢ 105689  (vL6Zh) - 879'68¢€ [8L'Tve  19°€ ajel 9|qelien -sa|qefed ueo
- - - - - 778 (LoL) 98 108'L 880'L (e (0€ ®10N) saijiqel| asea

- - - - - z56'8L  (208) - - vSL'6l XA Burieaq 1sese1ul
- so|qefed Jaylo pue apel|

0L0'€ZL - - - 0L0'€ZL 796'8€C - - - 796'8€C Buliesq 1sassiul-uou

- sa|qeded Jayo pue apel]
‘sanjiqel] [etoueury

£90'608 - - - £90'608 £98'198  (865°7) - - L9¥'y98 sjosse
[BIOUBULY PRIUNOJSIPUN [B10]
0/L - - - 0LL 69¢ - - - 69¢ puBY Ul pue syueq e yse

- - - - - 68875 (8657) - - /875 L6y Bulieaq 1sasepul
— S3|qeAI903 JBYJ0 pue apel]

(67808 - - - 167808 509'308 - - - $09'308 Bulieaq isalejul-uou

— S9|qBAI9O8 JAY10 pue apei|
:s}asse [ejoueuly

Auedwo)
% %
[e10L wawisnlpy  sieaf sieaf @alyl  Jeak auo 9)el 1SRl [Bl0] awisnfpy  sieaf sleaf@alyy  Jeaksuo  8leiisalslul

daIyy o) 018UQ UIUM 10 BADBYD daIylIeAQ  013UQ UIUM IO BAI0BYD
puewsp abelane puewsp  obelane
uo pawBlom uo pawyBlom

000.$SN 000.$SN
810C Jaquiadaq LE 610C 13quiadaq LE

(pu02) STUSWNIISUT [BIOUEUN OAITEAIIOP-UON
(puod) ysu Aupinbry — (n1)
(p,3uod) sannaslqo pue sadijod yuswabeuew Xsi [eloueul q)

(p.1uod) yuswabeuew pue sysu [eloueuly  “Z€
6102 /oquiaaQ LE papus Jeak [eppueul) sy Jo4

SINIW3ALVIS TVIINYNI] IH1 01 S11O0N

"9el }sala)ul aAlebau e s| (,Joqling,) 81l Paiayo yueqiaiul oing usuny |

08L's86  (9£6'86) 754001 6EE'6YE 520'7€9 6v2912'L  (L29'L01) [TL'E0L 8%9'£0G LOL'SLL sallljiqel|
[elOUBULY PRIUNODSIPUN [B10]
s8Lv8L  (LvL'vY) 52001 Trs'ee 789%0L 9L Loyl (1S8'LY) 820'06 79Ty 967 T6'L 8)e1 paxiy -se|qeded ueo
6s8'zeL  (281'%S) - 859'GzE 6/E'957  19€ 1Z1'606  (L6¥'LS) - 100'09% [19'00S L€ ajel a|qenen -sa|qeked ueo
7 (s1) - 6EL 8y 68'1 Lze'el  (6L2'8) 660'€L 56 785 8¢ sl|iqel| asea]
9967, - - - 996'CL 06L'6L - - - 061'6L sa|qefed Jayjo pue apes]
:sapyjiqel| [eoueuly

088'85¢  (8857) - L6V'E L16'[GE v0€'e82  (820'L) vSi'y - 8/8'6/T sjesse
[eIOUBULY PRIUNOJSIPUN [B10]
809'S 961 - - s u(re0) [zl - - - [Tl £9'e ssodap wua) Loys
£2€'59 - - - £7€'S9 005§ - - - 005§ puBY Ul pue syueq e yse

Geg'l8l - - - Geg'18l ers'eLL - - - erSTLL Bureaq 1sasaiul-uou
-59]|(BAI993 J8Y10 pue apel]

vLLYS  (V8L7) - L6V'E LOV'ES 059 veL'ss  (8z0'L) vSy'y - 80L'1S 69°6 Buriesq Jseselul

-$9|qBAI808] JBY)0 pue apel]
:s}asse [ejoueuly

dnoig
% %
[e10L wawisnlpy  sieaf sieaf 891y} 1eaf suo 9)el 1SRl [Bl0] awisnfpy  sieaf sleaf@aly)  Jeaksuo  8lelisasslul

daIyy o)  018UQ UIYYUM 10 EYIREIE] daIylIeAQ  018UQ UIYUM IO BAI0BY9
puewsp abelane puewsp  obelane
uo paybiam uo pawyBIom

000.$SN 000.$SN
810T 1aquiadaq LE 61L0C 1aquiadaq LE

(pu02) STUSWNIISUT [BIOUEUN OAIJEAIOP-UON
(pu0) s Aupinbr7  (n1)
(p,3uod) sannaslfqo pue sadijod yuswabeuew Xsi [eroueul q)
(p.1uod) yuswabeuew pue sysu [eloueuly  “Z€

6107 J2quWa33Q L€ papus Jeak [eppueul) ay3 Jo4

140434 11VH04H0 6LOZ - U9Y NOJO TV SINJW3LVLS TVIONVNIA 3H1 01 S310N

[aggregate] [innovate] [sustain]



NOTES TO THE FINANCIAL STATEMENTS

HALCYON AGRI - 2019 CORPORATE REPORT

For the financial year ended 31 December 2019

32.

33.

Financial risks and management (cont'd)
(b)  Financial risk management policies and objectives (cont'd)
(iv)  Liquidity risk (cont'd)

Derivative financial instruments

The liquidity analysis for derivative financial instruments has been drawn up based on the
undiscounted net cash inflows/(outflows) on the derivative instrument that settle on a net
basis and the undiscounted gross inflows and outflows on those derivatives that require gross
settlement. When the amount payable or receivable is not fixed, the amount disclosed has been
determined by reference to the projected interest rates as illustrated by the yield curves existing at
the end of the reporting period.

Please refer to Note 20 for more details.
(v) Commodity price risk

Due to the nature of the Group's operations, the Group is exposed to changes in agricultural
commodity prices.

At the end of the reporting period, a 5% increase/decrease of the commodities price index, with
all other variables held constant, would have increased/decreased profit before income tax by
USS$1,172,000 (2018: increased/decreased profit before income tax by US$151,000) and increased/
decreased equity by US$1,172,000 (2018: increased/decreased equity by US$151,000).

Related party transactions

Some of the Company’s transactions and arrangements are with related parties and the effect of these on the
basis determined between the parties is reflected in these financial statements.

The Group entities entered into the following transactions with related parties:

Group
2019 2018
US$'000 Uss$'000
Sale of goods to penultimate holding company - 388
Banking facilities covered by letter of comfort from penultimate holding
company 490,000 420,000

Compensation of directors and key management personnel

The remuneration of directors and other members of key management personnel during the year were as
follows:

Group

2019 2018

Us$'000 USS$'000

Directors’ fees (Note 8) 446 457
Short-term benefits

- Directors of the Company 1,145 1,156

- Other key management personnel 1,056 1,139

2,647 2,752

[aggregate] [innovate] [sustain]
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Segment information

The Group is a global leader in natural rubber industry, supporting the world’s growing mobility needs through
the origination, production and distribution of natural rubber. The Group sources a broad range of grades from
all major origins globally, operates 38 natural rubber processing facilities in Indonesia, Malaysia, Thailand, China,
Cameroon and Ivory Coast, and distributes to an international customer base through its network of warehouses
and sales offices in South East Asia, China, the United States of America and Europe.

On 1 January 2018, the Group has streamlined its operating structure into four key segments comprises Corrie
MacColl Group, HRC Group, SINRIO Group and Corporate Segment.

During the year, the operating structure has been further streamlined and the Group has consolidated its global
tyre-maker processing and supply platform, under the HRC Group, in view of the recent developments in natural
rubber market, as well as convergence in quality requirement at consumers’ end. Following which, the key
segments of the Group comprises the following:

(a) Corrie MacColl Group - This business segment includes our plantation and processing business in
Cameroon and Malaysia and our distribution business under the brand name of Centrotrade, Wurfbain,
Corrie MacColl, Alan L. Grant, Momentum Technologies and Kelvin Terminals.

(b) HRC Group - This business segment includes our processing factories in Indonesia, China, Malaysia,
Thailand and Ivory Coast, and distribution business in Singapore and China, whose customers are
predominantly top-tier global tyre makers.

()  Corporate segment - covers group strategic management, corporate finance, group administration and
legal matters, treasury, and taxation.

Segmental performance is continuously monitored to optimise the allocation of resources between segments.

Segment assets and liabilities include items directly attributable to a segment as well as those that can be
allocated on a reasonable basis.
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35.  Fair value of assets and liabilities 35.  Fair value of assets and liabilities (cont'd)
(a) Fair value hierarchies (b)  Assets and liabilities measured at fair value (cont'd)

The Group categorises fair value measurements using a fair value hierarchy that is dependent on the

Grou
valuation inputs used as follows: P
2018
Level 1 =  Quoted prices (unadjusted) in active market for identical assets or liabilities that the Group Fair value measurements at the end of the reporting period using
can access at the measurement date, Quoted prices Significant
Level 2 —  Inputs other than quoted prices included within Level 1 that are observable for the asset or I: act|fve -observall:le ianif
liability, either directly or indirectly, and mar ets, or inputs other Significant
) o identical than quoted  un-observable
Level 3 =  Unobservable inputs for the asset or liability. instruments prices inputs
Level 1 Level 2 Level 3 Total
(b)  Assets and liabilities measured at fair value ( , ) ( , ) ( ) ) ,
US$'000 US$'000 US$'000 US$'000
The following table shows an analysis of each class of assets and liabilities measured at fair value at the Assets measured at fair value
end of the reporting period: Financial assets:
Derivative financial instruments 44,190 - - 44,190
Group . .
Financial assets as at
2019 31 December 2018 44,190 - - 44,190
Fair value measurements at the end of the reporting period using
Quoted prices Significant Non-financial assets:
in active observable Inventories - 267,976 - 267,976
mar:ets foz ir;‘puts othecrI S;gniﬁcth Biological assets - - 10,225 10,225
identica than quote un-observable . _ B
instruments prices inputs Investment .propertles 46,799 46,799
(Level 1) (Level 2) (Level 3) Total Non-financial assets as at
US$'000 US$'000 US$'000 US$'000 31 December 2018 - 267,976 57,024 325,000
A-ssets- measured at fair value Liabilities measured at fair value
Fma'mcl.al assets:' . Financial liabilities:
Derivative financial instruments 20,523 - - 20,523 Derivative financial instruments 1,920 _ _ 1,020
Financial assets as at . T,
Financial liabilities as at
31 December 2019 20,523 - - 20,523 31 December 2018 1,020 _ _ 1,020
Non-financial assets:
Inventories - 348,627 - 348,627
Biological assets - - 299,466 299,466
Investment properties - - 44,718 44,718
Non-financial assets as at
31 December 2019 - 344,627 344,184 692,811
Liabilities measured at fair value
Financial liabilities:
Derivative financial instruments 10,534 - - 10,534
Financial liabilities as at
31 December 2019 10,534 - - 10,534

[aggregate] [innovate] [sustain]
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35.  Fair value of assets and liabilities (cont'd)

(b)

Assets and liabilities measured at fair value (cont'd)

Assets measured at fair value
Financial assets:
Derivative financial instruments

Financial assets as at
31 December 2019

Liabilities measured at fair value
Financial liabilities:
Derivative financial instruments

Financial liabilities as at
31 December 2019

Assets measured at fair value
Financial assets:
Derivative financial instruments

Financial assets as at
31 December 2018

Liabilities measured at fair value
Financial liabilities:
Derivative financial instruments

Financial liabilities as at
31 December 2018

HALCYON AGRI - 2019 CORPORATE REPORT

Company
2019
Fair value measurements at the end of the reporting period using
Quoted prices Significant
in active observable
markets for inputs other Significant
identical than quoted  un-observable
instruments prices inputs
(Level 1) (Level 2) (Level 3) Total
Us$'000 Us$'000 Us$'000 Us$'000
928 - - 928
928 - - 928
507 - - 507
507 - - 507
Company
2018
Fair value measurements at the end of the reporting period using
Quoted prices Significant
in active observable

markets for inputs other Significant
identical than quoted  un-observable
instruments prices inputs
(Level 1) (Level 2) (Level 3) Total
Us$'000 us$'000 us$'000 Us$'000
670 - - 670
670 - - 670
670 - - 670
670 - - 670

[aggregate] [innovate] [sustain]
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35.  Fair value of assets and liabilities (cont'd)

(c)

(d)

Level 2 fair value measurements

The fair value of inventories (except consumables) are calculated using quoted prices in relevant
commodity exchanges at the end of the reporting period, making adjustments according to the stage of
production of the inventories, port of loading, and grades of products. Where such prices are not available,
the Group uses valuation models to determine the fair values based on relevant factors, including
trade price quotations, time value and volatility factors underlying the commodities and commodity
exchange price quotations and dealer quotations for similar commodities traded in different markets and
geographical areas, existing at the end of the reporting period.

Level 3 fair value measurements

(i) Information about significant unobservable inputs used in Level 3 fair value measurements

Biological assets

The fair value of the Group’s major biological assets has been determined based on valuations
by an independent professional valuer using the discounted cash flow valuation approach. The
most significant inputs into the discounted cash flow valuation approach are the average annual
yield and discount rate. The fair value of biological assets is computed using average annual
yield of 1.7 metric tonne per hectare (2018: 1.6 metric tonne), and discount rate of 11% (2018:
11%) for oil palm and rubber trees in Malaysia plantation, average annual yield of 1.7 to 2.0 metric
tonne per hectare (2018: Nil), and discount rate of 13% (2018: Nil) for rubber trees in Cameroonian
plantations, average yield per tapping cycle of 7.42 metric tonne per hectare (2018: 7.42 metric
tonne per hectare), and 0.02 metric tonne per hectare (2018: 0.01 metric tonne per hectare) for oil
palm in Malaysia and rubber latex in Ivory Coast plantation respectively.

An increase in average annual yield per hectare will result in an increase to the fair value of
biological assets, while an increase in discount rate will result in a decrease of estimated fair value.

At the end of the reporting period, a 1% increase/decrease in average annual yield will increase/
decrease the fair value of biological asset by US$6,488,000 and a 0.5% increase/decrease in
discount rate will decrease/increase the fair value of biological asset by US$19,577,000 for
Cameroonian plantations.

Investment properties

The fair value of the Group's investment properties have been derived using the sales comparison
approach. Sales prices of comparable properties in close proximity are adjusted for differences in
key attributes such as property location, accessibility, topography, facilities and utilities, size and
date of transaction.

(ii) Movements in Level 3 assets measured at fair value

The following table presents the reconciliation for all assets measured at fair value based on
significant unobservable inputs (Level 3):

2019
Biological Investment
assets properties Total
US$'000 US$'000 US$'000
Group

Opening balance 10,225 46,799 57,024
Fair value gain recognised in profit or loss 52,698 80 52,778
Additions 728 - 728
Depreciation for the year (46) - (46)

Reclassification to assets of disposal
classified as held-for-sale (Note 22) - (4,820) (4,820)
Reclassification 239,874 - 239,874
Exchange differences (4,013) 2,659 (1,354)
Closing balance 299,466 44,718 344,184
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35.  Fair value of assets and liabilities (cont'd)
(d) Level 3 fair value measurements (cont'd)

(i) Movements in Level 3 assets measured at fair value (contd)
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2018
Biological Investment
assets properties Total
US$'000 Us$'000 Us$'000
Group

Opening balance 8,910 25,256 34,166
Fair value gain recognised in profit or loss 1 4,515 4,516
Additions 1,522 30 1,552
Acquisition of subsidiaries - 3,616 3,616
Disposals - (1,712) (1,712)

Reclassification from assets of disposal
group classified as held-for-sale (Note 22) - 16,656 16,656
Exchange differences (208) (1,562) (1,770)
Closing balance 10,225 46,799 57,024

36.

There has been no transfer from Level 1 and Level 2 to Level 3 for the financial years ended 31
December 2019 and 31 December 2018.

(i)~ Valuation policies and procedures

It is the Group’s policy to engage external valuation experts to perform the valuation of biological
assets and investment properties. The management is responsible for selecting and engaging
valuation experts that possess the relevant credentials and knowledge on the subject of valuation,
valuation methodologies, and SFRS(I) 13 fair value measurement guidance.

Management reviews the appropriateness of the valuation methodologies and assumptions
adopted, and the reliability of the inputs used in the valuations.

(e)  Fair value of financial instruments not measured at fair value and whose carrying amounts are reasonable
approximation of fair value

The carrying amounts of cash and bank balances (Note 17), trade receivable (Note 18), loans and other
receivables (Note 19), trade payables (Note 23), other payables (Note 24), and loan payables (Note
25) approximate their respective fair values due to the relatively short-term maturity of these financial
instruments or that they are floating rate instruments that are re-priced to market interest rates on or near
the statement of financial position date.

Dividends on ordinary shares

Group and Company

2019 2018
USS$'000 Us$'000
Paid during the financial year
Dividends on ordinary shares:
- Final exempt (one-tier) dividend for 2018: SSNil (2017: S$0.01) per share - 12,044
- Special exempt (one-tier) dividend for 2018: SSNil (2017: S$0.01) per share - 12,044
Total - 24,088

[aggregate] [innovate] [sustain]

37.

38.
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Capital management

The Group reviews its capital structure at least annually to ensure that the Group will be able to continue as
a going concern, while maximising the return to stakeholders through the optimisation of the debt and equity
balance.

The Group is required to comply with loan covenants imposed by the lenders, unless it is specifically waived by
the lenders. This externally imposed requirement has been complied with by the Group in financial year ended 31
December 2018 and 31 December 2019, with the exception of a loan in a subsidiary company for financial year
ended 31 December 2019. As at 31 December 2019, the subsidiary obtained a waiver from the bank for a bank
loan with carrying amount of US$97,540,000 for the non-fulfilment of financial covenants. The Company has
obtained waiver from the bank to test certain financial covenants for a bank loan amounting to US$74,485,000 as
at 31 December 2019.

The capital structure of the Group comprises only of issued capital and retained earnings. The Group manages
its capital structure and makes adjustments to it, in light of changes in economic conditions. To maintain or
adjust the capital structure, the Group may adjust the dividend payment to shareholders, return capital to
shareholders or issue new shares. No changes were made in the objectives, policies or processes during the
years ended 31 December 2019 and 31 December 2018.

The Group monitors capital using a gearing ratio, which is net borrowing divided by total equity. The Group
includes within net borrowing, loans and borrowings, lease liabilities, adjusted for working capital items.

Group
2019 2018
US$'000 Us$'000
Loan payables (Note 25) 1,123,733 912,040
Lease liabilities (Note 30) 13,327 174
Total borrowing 1,137,060 912,214
Adjust for: Working capital items
- Trade receivables (Note 18) (133,753) (146,745)
- Inventories (Note 21) (375,394) (297,941)
- Cash and bank balances (Note 17) (57,905) (125,214)
- Trade payables (Note 23) 38,331 34,570
Adjusted net borrowing 608,339 376,884
Total equity 588,988 735,886
Adjusted gearing ratio 1.03 0.51

Comparative figures

The financial effects arising from first-time adoption of SFRS(I) to the consolidated statement of financial
position and income statement of the Group as follows:

Group
1 January 1 January
2018 SFRS(I) 9 2018
(SFRS(1)) adjustments (SFRS(1))
Us$'000 Us$'000 Us$'000
Consolidated statement of financial position
Trade receivables 121,689 (337) 121,352
Loans and other receivables 111,058 (227) 110,831
Accumulated profits 5,694 564 6,258
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38. Comparative figures (cont'd)

Company
31 December 1 January
2017 SFRS(I) 9 2018
(SFRS(1)) adjustments (SFRS(1))
US$'000 Uss$'000 Us$'000
Statement of financial position
Loans and other receivables 671,089 (5) 671,084
Accumulated profits 62,609 (5) 62,604

39. Event occurring after the reporting period
a) Completion of Put Option exercised by minority shareholder of PT. Pulau Bintan Djaya (“PBD")
In January 2020, the Group’s subsidiaries, PT. Hok Tong (“Hok Tong”) and Anson Company (Private)
Limited (“Anson”) had completed the acquisition of 20% of the issued and paid-up share capital of PBD
from Global Key Holdings Limited (“GKHL") for a consideration of US$4,850,000.
With the completion of the acquisition, PBD has become a 100% owned subsidiary of the Group, and is
99% owned by Hok Tong and 1% owned by Anson.

40. Authorisation of financial statements for issue

The financial statements for the year ended 31 December 2019 were authorised for issue in accordance with a
resolution of the directors on 31 March 2020.

[aggregate] [innovate] [sustain]

Issued and paid-up share capital
Number of issued shares
Number of treasury shares
Number of subsidiary holdings
Voting rights on a poll

DISTRIBUTION OF SHAREHOLDINGS

STATISTICS OF SHAREHOLDINGS

As at 20 March 2020

$$952,655,008.46
1,595,011,941

Nil
Nil

1 vote for each ordinary share

SIZE OF SHAREHOLDINGS NO.OF SHAREHOLDERS % NO. OF SHARES %
1-99 1,938 18.50 112,876 0.01
100 - 1,000 3,397 32.44 1,474,602 0.09
1,001 - 10,000 3,633 34.69 15,463,710 0.97
10,001 - 1,000,000 1,478 14.11 73,756,095 4.62
1,000,001 AND ABOVE 27 0.26 1,504,204,658 94.31
TOTAL 10,473 100.00 1,595,011,941 100.00
TWENTY LARGEST SHAREHOLDERS
NO.  NAME NO. OF SHARES %
1 SINOCHEM INTERNATIONAL (OVERSEAS ) PTE LTD 877,056,655 54.99
2 UOB KAY HIAN PRIVATE LIMITED 166,230,146 10.42
3 CITIBANK NOMINEES SINGAPORE PTE LTD 114,049,605 7.15
4 DBS NOMINEES (PRIVATE) LIMITED 97,177,186 6.09
5 GMG HOLDING (H.K.) LIMITED 72,922,374 4.57
6 CREDENCE CAPITAL FUND Il (CAYMAN) LIMITED 52,500,000 3.29
7 RAFFLES NOMINEES (PTE) LIMITED 38,677,955 2.42
8 PANWELL (PTE) LTD 11,601,183 0.73
9 OCBC SECURITIES PRIVATE LIMITED 11,313,374 0.71
10 NOMURA SINGAPORE LIMITED 11,211,047 0.70
1 ANDREW TREVATT 9,013,066 0.57
12 BNP PARIBAS NOMINEES SINGAPORE PTE LTD 5,726,101 0.36
13 DBS VICKERS SECURITIES (SINGAPORE) PTE LTD 4,213,937 0.26
14 BESCHIZZA LEONARD PETER SILVIO 4,000,000 0.25
15 GE JIANMING 3,550,347 0.22
16 STF INVESTMENTS LTD 3,125,600 0.20
17 CGS-CIMB SECURITIES (SINGAPORE) PTE. LTD. 2,968,831 0.19
18 SEE YONG HANG 2,845,818 0.18
19 TAN NG KUANG 2,799,900 0.18
20 ABN AMRO CLEARING BANK N.V. 2,254,751 0.14
TOTAL 1,493,237,876 93.62




SUBSTANTIAL SHAREHOLDERS

Name of Substantial Shareholders

Direct Interest
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Deemed Interest

Number of % Number of %
shares shares

Sinochem International (Overseas) Pte. Ltd. 877,056,655 54.99 - -
Sinochem International Corporation - - 877,056,655 54.99
Sinochem Corporation ™ - - 877,056,655 54.99
Sinochem Group - - 877,056,655 54.99
China-Africa Agrichemical Investment 162,864,000 10.21 - -
Corporation Limited

China-Africa Development Fund @ - - 162,864,000 10.21
Mieke Bintati Gondobintoro 859,329 0.05 84,523,557 ©® 5.30
Jeffrey Gondobintoro 639,642 0.04 84,523,557 @ 5.30

Notes:

(1) Each of Sinochem International Corporation, Sinochem Corporation and Sinochem Group is deemed interested in the
shares held by Sinochem International (Overseas) Pte. Ltd. (“SIO”), by virtue of its controlling interest in SIO.

(2) China-Africa Development Fund is deemed interested in the shares held by its wholly owned subsidiary, China-Africa
Agrichemical Investment Corporation Limited.

(3) Mieke Bintati Gondobintoro and Jeffrey Gondobintoro are deemed interested in the 11,601,183 shares held by Panwell
(Pte) Ltd and 72,922,374 shares held by GMG Holding (H.K.) Limited.

SHAREHOLDINGS HELD IN HANDS OF PUBLIC

Based on the information available to the Company as at 20 March 2020, approximately 24.35% of the issued ordinary
shares of the Company is held by the public. Therefore, Rule 723 of the Listing Manual of the Singapore Exchange Securities

Trading Limited is complied with.

[aggregate] [innovate] [sustain]
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Market Share of Natural
Rubber Supplied to

Worldwide Tyre Production

Standard Indonesian
Rubber Market Share

(Indonesia supplies 21% of the

world’s natural rubber)

100+

LOCATIONS

Headquartered in Singapore, we
have sales offices, warehouses,
terminals, laboratories, factories,

Globel Natural Rubber and plantations and a wide distribution

Latex Market Share

network across the world

Production Facilities

1.

./1 —

3 Million mT 1.6 Million mT

Sales Volume Production Capacity

All figures above based on Halcyon Agri’s analysis of sales and customer information and IRSG data

[aggregate] [innovate] [sustain]

FINANGIAL
HIGHLIGHTS

Selected key financial statistics

Sales volume 1,279,201 1,432,335 | 1,227,027

Revenue 1,907.7 2141.0 2,158.4

EBITDA 7.7 36.2 64.9

Core operating profit’ 47.2 22.6 56.1

Operating profit 38.3 4.5 59.2

Return on assets? 3.7 2.0 4.0

Return on equity?® 12.2 6.2 9.5

Return on capital employed* 6.3 8.2 52

Notes

1. Core operating profit = EBITDA less working capital interest

2. Return on assets = EBITDA divided by total assets

3. Return on equity = EBITDA divided by total equity (excluding perpetual securities)

4. Return on capital employed (ROCE) = EBITDA divided by (term debt plus total equity (including perpetual securities of US$148.7 million))

Sales volume Revenue and ASP
(in mT)
1,432,334

2,141.0
1,279,201 1,227,027

2,158.4

USS in millions
USS per mT

2019 2018 2017
mmmm Revenue (lhs) —— ASP (rhs)

Profitability (US$ in millions)

(17.0)
Gross Profit Operating Profit Profit before tax

B oo B B 2w
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YOUR SOURGE
OF MOBILITY

Where Does Your Source of Mobility Comes From?

Essentially, it comes from the tyres that allow your current
mode of transport to take you from A to B. As you sit behind
the wheel of your car driving your children to school, or in the
back of a taxi that takes you to the airport (where you board a
plane that would be grounded if not for its tyres), did you ever
wonder what material makes up a significant percentage of
those tyres? The answer is unequivocably NATURAL RUBBER.

So where is this critical raw material produced? Only from
countries bordering the equator, with Thailand and Indonesia
being the largest producers. Over 90% of Indonesian raw
material is produced by 2.4 million farmers with an average
smallholding of about 1.5 hectares. Each rubber tree
produces approximately 2.5 kg of rubber per annum so
imagine how many millions of trees are needed to guarantee
the convenience and luxury of mobility that we all take for
granted on a daily basis. The farmer sells his cup lumps to
our factories at a price determined by a commodity futures
market, over which neither we nor the farmer has control.
Given the prevailing low prices, his income is now significantly
below the Indonesian government’s gazetted minimum wage
for employees. A typical benchmark for Indonesian cost of
living is the cost of a kilo of rice. Historically one kilo of rubber
would have purchased two kilos of rice. Today the reverse is
the case where two kilos of rubber are needed to purchase
one kilo of rice.

HALCYON AGRI - 2019 CORPORATE REPORT

Natural rubber’s place in a global context

In 2017, the European Union commission added natural rubber
to its list of Critical Raw Materials, the vast majority for which,
including natural rubber, the EU is dependent.on imports from
non-EU countries. Natural rubber is simply an irreplaceable
component of tyres. Different applications require different
levels, but natural rubber cannot be replaced. The demand
for natural rubber in passenger tyres is determined by global
vehicle density as well as by total mileage driven. Global
vehicle density and utilisation are largely determined by GDP
growth.

It should be abundantly clear to vehicle owners et al, that
without the existence of these smallholder farmers, the
mobility that they take for granted in everyday life would
be severely compromised. As well, the very livelihood and
existence of smallholders are in peril by the current poor return
for their labours and product. The only way to keep the world
moving is to enforce the sustainable supply of natural rubber,
which primarily includes ensuring that the smallholders are
properly compensated.

Consumers (e.g. vehicle owners) are demanding more
sustainable products and in turn, automobile and tyre
manufacturers are demanding full transparency and
sustainability in respect of supply chains. But without a fair
price reflective of the efforts and investment required to
produce this critical and irreplaceable product: there will be
no, in the true sense of the word, sustainability.

| #DIDYOUKNOW

} Indonesia supplies 21% of the world’s natural
i rubber mainly to global tyre manufacturers.

Farmer taps his trees in rotation
daily hefore sunrise. Each rubber
tree gives 2.5 kg of rubber per year.

2.4 million Indonesian farmers produced

>90% of the country’s raw material.

[aggregate] [innovate] [sustain]

The tyre industry consumes 9.9 million
mT of natural rubber per annum. In
order to supply this, the world needs
4 hillion rubber trees.

# Farmer sells his rubber to factories at a price
set by a commodity futures market, over which

Natural rubber is considered a CRITICAL neither we nor the famer has control.

RAW MATERIAL by the EU Commision. It is

| an irreplaceable component of tyres.

A farmer needs two kilos of rubber
to buy one kilo of rice. His income is
now below minimum wage.
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most TRANSPARENT
NATURAL RUBBER 3

COMPANY

BY SPOTT
SUSTAINABILITY POLICY TRANSPARENCY TOOLKIT

EcoVadis [ BEST

Silver Rating ANNDAL REFORT

Singapore Corporate Awards 2019

| First Natural Rubber Company to declare ZERO DEFORESTATION '
| HeveaTRACE for Traceable Supply Chain i
HeveaGROW for Smallholder Capacity Building

Cameroon Sustainability Council

Formation of 25,000ha Community Forest in Cameroon '

| State-of-the-Art Factory and Laboratory in Africa

Outgrower Programme for Community Empowerment '

| Water Stewardship Action Learning Project in Indonesia '

Smallholder Financing Study
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