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MANAGEMENT DISCUSSION AND ANALYSIS (Cont’d)
Anticipated or Known Risks
Risks remain an integral part of our day-to-day undertakings. Due to its dynamism, the Group has constantly review
and rejig its approaches to ensure these risks are properly addressed and alleviated. Our risks are categorized into four
main categories mainly market risks, operational risks, regulatory risks, and liquidity risks.
Risk Category

Description / Rationales

Impact

Mitigation Plans

Market

Fluctuation of CPO price due to
changes in currency exchange
rate, foreign government policies
(such as import tariff), and
restrictions imposed on palm oil
usage.

Reduction in revenue
that will significantly
deteriorate our EBITDA

The Group will relook into the cost
and benefit of hedging into crude
palm oil futures (FCPO) considering
the enhanced flexibilities that was
recently announced by Bursa
Malaysia.

Operational

Shortage of labor remains a pivotal
challenge to the plantation estates
due to increase competition
while inclement weather can be
damaging depending on its scale.

FFB yield and quality
in terms of OER will be
adversely
affected
resulted in lower returns

It has been our key initiative since
2016 to focus on mechanization
in our plantation estates so as to
allay and balanced the estate
dependencies on manpower.

Regulatory

Changes in government policies
and regulations can be a doubleedged sword such as those
related to hiring of foreign labor,
compliance to MSPO, and CPO
export tax suspension.

Additional costs
incurred to employ
foreign workers.
Monetary repercussion
for non-compliance

The Group remain committed
to enhance the efficiency of its
operation including mechanization
and ensure compliance with MSPO
requirement by 2019.

Liquidity

The Group’s gearing ratio has
been on the upward trend as our
borrowings have increased while
our equity has contracted partly
due to the impairment losses.

Higher funding costs
with limited room to
maneuver our working
capital requirement

One of our key initiatives is to relook
into our portfolio of assets so as to
realign our resources on productive
areas. With our Corporate Proposals
near completion, other plans are in
the pipeline to enhance our liquidity.

Forward-looking Statements
The Group has been gearing towards maximizing our Revenue as clearly demonstrated in our initiatives. Having secure
the MPOB licence for RSBLPOM in January 2018, the Group is expecting higher turnover for 2018 anchored by our CPO
sales. With our RSBPOM still in the earlier stage of production since commissioning in May 2017, any improvement in
terms of consistency and stability will be a shot in the arm for our CPO production.
In terms of CPO price, the Group remains cautious due to the ongoing strengthening of Ringgit Malaysia against the
US Dollars, the direction of the import tax set by India on edible oil, the potential repercussions from European Union’s
proposal to ban palm oil from biodiesel from 2021, and the uncertainty arising from the trade war between China and
United States.
Dividend Policy
In considering that the Group is still in loss after taxation position, we did not recommend dividend to be paid for the
financial year ended 31 December 2017. In fact, the Group will continue to reinvest any excess operating cash flows
to improve our plantation estates especially for those undergoing replanting so to ensure continuous growth and
sustainability in our yield, and more importantly, is to tone down our debt to equity ratio.
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