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35. Commitments and contingent liabilities

(a)

(b)

(c)

Capital commitments
At 30 June 2007 and 2006, the Group had capital commitments for acquisition and construction of
land and buildings and equipment as follows:

The Group

Authorised and contracted for — 957

Authorised but not contracted for 112,829 63,099

Future minimum royalty payments
At 30 June 2007 and 2006, the total future minimum royalty payments payable under the terms of
the timber concession licences of the Group are as follows (see note 18):

The Group

Within 1 year 1,396 1,359
After 1 year but within 5 years 3,591 3,912
After 5 years 2,649 3,493

7,636 8,624

Contingent liabilities

(i) Legal claims from the Penans
Two of the Company’s subsidiaries, SST and SPB, together with the State Government of
Sarawak, are being jointly sued in the Malaysian courts by certain inhabitants of longhouses,
Penans, and settlements situated on timber concessions held by SPB and where SST has
been appointed as the contractor to harvest timber logs in the area. The action commenced
in 1998 and the plaintiffs are seeking a declaration that they have native customary rights
over claimed land located within the relevant timber concession areas. Certain other
inhabitants later joined the proceedings as defendants and made an application to stay the
proceedings. As at 30 June 2007, the above proceeding remained pending before the
Malaysian courts.
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(c)

Contingent liabilities (continued)

()

(ii)

Legal claims from the Penans (continued)

Separately, another subsidiary, Tamex Timber Sdn. Bhd. (“Tamex”), together with the
Superintendent of Lands and Surveys Department (Bintulu Division) and the State
Government of Sarawak, are being jointly sued in the Malaysian courts by the Penans and
settlements situated on planted forest licensed areas held by another subsidiary, Samling
Reforestation (Bintulu) Sdn. Bhd. (“SRB”) and where Tamex has been appointed as the
contractor to harvest timber logs in the area. The action commenced in 2003 and the
plaintiffs are claiming various relief including a declaration that issuance of the land title and/
or provisional lease of that parcel of land at and/or around the longhouse communities of
that area was unconstitutional and wrongful. Tamex denied the claim and also
counterclaimed for damages, costs, interest and/or other relief. As at 30 June 2007, the
above proceeding also remained pending before the Malaysian courts.

In 2007, another subsidiary, Merawa, together with the Director of Forests and the State
Government of Sarawak, are being jointly sued in the Malaysian courts by certain inhabitants
of longhouses and settlements situated on timber concessions held by Merawa. The action
commenced in 2007 and the plaintiffs are claiming various relief including a declaration that
they have native customary rights over claimed land located within the relevant timber
concession areas. Merawa denied the claim and also counterclaimed for damages, costs,
interest and/or other relief. As at 30 June 2007, the above proceeding also remained
pending before the Malaysian courts.

The directors believe that the Group has merit in their defence to the claims and have not
experienced any material interference to the logging operations as a result of these claims.
In the event that the Malaysian courts order a judgement against the Group, the Group may
be ordered to terminate their operations on the relevant parcels of land claimed by the
plaintiffs, remove the structures, machineries and equipment from these areas and/or pay
damages and costs incurred, and/or the courts may order other reliefs as it considers just.

Although the outcome of these litigations cannot be ascertained at this stage and the
monetary value involved cannot be reliably quantified, the directors believe that these
proceedings will not have a material adverse impact on the Group’s business, results of
operations or financial condition.

Environmental contingencies

The Group’s operations are regulated by various laws and regulations. Laws and regulations
protecting the environment and wild life have generally become more stringent in recent
years and could become more stringent in the future. Some of these laws and regulations
could impose significant costs, expenses, penalties and liabilities on the Group for violations
for existing conditions attached to the licences whether or not caused or known by the
Group. The financial position of the Group may be adversely affected by any environmental
liabilities which may be imposed under such new environmental laws and regulations. The
directors are not aware of any environmental liabilities as at 30 June 2007. The directors are
also not aware of any violation to existing conditions attached to the Group’s timber
concession and tree plantation licences, or subject to any significant costs, expenses,
penalties and liabilities.
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Financial risk management objectives and policies
Management has adopted certain policies on financial risk management with the objective of:

(i)  ensuring that appropriate funding strategies are adopted to meet the Group’s short term and
long term funding requirements taking into consideration the cost of funding, gearing levels
and cash flow projections of each project and that of the Group;

(i) ensuring that appropriate strategies are also adopted to manage related interest and
currency risk funding; and

(iii) ensuring that credit risks on sales to customers on deferred terms are properly managed.

The Group is also exposed to financial risks arising from changes in timber prices, the movements
of which would have significant impact on the Group’s earnings, cash flows as well as the value of
the plantation assets. Whilst efforts have been made to implement certain strategies, there can be
no assurance that the Group will be fully shielded from negative effects resulting from cyclical
movements of timber prices.

Credit risk

The Group’s credit risk arises from sales made on deferred terms. Credit risks and exposures are
controlled and monitored on an on-going basis by setting appropriate credit limits and terms after
credit evaluations have been performed on customers on a case-by-case basis. Appropriate
approval limits are set at different level of credit limit and terms. The Group’s diversified business
base ensures that there are no significant concentrations of credit risk for a particular customer.

Foreign currency exchange risk

The Group’s main income from timber related business is mostly derived in US$. The movements
of US$ against Malaysian Ringgit (“RM”) and Guyana Dollar (“G$”) will affect the revenue and
costs of some production materials, spare parts and equipment purchases.

The Group’s investment in a New Zealand subsidiary, which holds plantation assets also exposes
the Group to foreign currency exchange risk. Future sales derived from the plantation assets are
expected to be made in the international market and generally would be denominated in US$. The
Group is exposed to a certain degree of risk resulting from the fluctuation in New Zealand Dollar
(“NZ$") against USS$.

The revenue generating operations of the Group’s PRC subsidiaries are transacted in Renminbi,
which is not freely convertible into foreign currencies. On 1 January 1984, the PRC government
abolished the dual rate system and introduced a single rate of exchange as quoted by the
People’s Bank of China (“PBOC”). However, the unification of the exchange rate does not imply
convertibility of Renminbi into other foreign currencies. All foreign exchange transactions of these
PRC subsidiaries continue to take place either through the PBOC or other institutions authorised to
buy or sell foreign currencies. Approval of foreign currency payments, including remittances of
dividends, by the PBOC or other institutions requires submitting a payment application form
together with relevant supporting documents.
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Interest rate risk

The Group borrows both fixed and floating interest rate loans. Exposure to floating interest rate
presents the Group with a certain element of risk when there are unexpected adverse interest rate
movements. The Group’s policy is to manage its interest rate risk, working within an agreed
framework, to ensure that there are no unduly exposures to significant interest rate movements
and rates are appropriately fixed when necessary.

Management exercises a certain element of discretion on whether to borrow at fixed or floating
interest rates, depending on the market situation and the outlook prevailing then. In addition,
interest rate swap agreements have been entered into for loans denominated in US$54.8 million
and NZ$30.9 million as at 30 June 2007 and 2006, to ensure that the exposure to changes in
interest rates are fixed for the respective tranches throughout the tenure of the loans with swap
rates between 5.12% to 8.11% per annum respectively over the loan period. The Group’s short
term deposits are placed at fixed rate investments which management endeavours to obtain the
best rate available in the market.

Liquidity and cash flow risk

The liquidity of the Group is primarily dependent on its ability to maintain adequate cash inflow
from operations to meet its debt obligations as they fall due, and on its ability to obtain external
financing, to meet its committed future capital expenditures.

Timber prices are constantly affected by both demand and supply cycles of the timber industry.
As a result, the movements of the prices would have significant impact on the Group’s earnings
and valuation of plantation assets as well as cash flows and liquidity. Whilst efforts have been
made to implement certain strategies, there can be no assurance that the Group will be fully
shielded from negative effects resulting from cyclical movements of timber prices.
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36. Financial instruments (continued)
(e) Liquidity and cash flow risk (continued)
The following table shows information about exposure to interest rate risk.

Effective interest rates and repricing analysis

In respect of interest-earning financial assets and interest-bearing financial liabilities, the following
table indicates their effective interest rates at the balance sheet date and the periods in which
they reprice or mature, whichever is earlier.

After After

Effective 1 year but 2 year but
interest rate Within within Wiitallal After
per annum 1 year 2 years 5 years 5 years
% $'000 $'000 $'000 $000

Group

Financial assets

— Deposits with financial institutions 3.2-5.0 9,975 9,975 — — —
— Loan to a jointly controlled entity 6.0 9,306 9,306 — — —

Financial liabilities

— Unsecured overdraft 7.0-8.25 16,435 16,435 — — —
— Secured overdraft 7.0-8.75 12,105 12,105 — — —
— Unsecured bank loans and borrowings 3.1-15.0 94,121 72,305 3,568 8,860 9,388
— Secured bank loans and borrowings 3.8-15.0 128,372 128,372 — — —
— Finance lease liabilities 3.0-4.5 78,299 22,790 21,724 33,785 —
— Bonds 8.5 40,816 — 40,816 — —

2007
After After
Effective 1 year but 2 year but
interest rate Within within within After
per annum Total 1 year 2 years 5 years 5 years
% $’000 $°000 $’000 $’000 $’000
Group
Financial assets
— Deposits with financial institutions 3.0-5.25 310,789 310,789 — — —
— Loan to a jointly controlled entity 6.35-6.40 6,050 6,050 - - -
Financial liabilities
— Unsecured overdraft 7.5-8.75 20,195 20,195 — — —
— Secured overdraft 8.0 1,786 1,786 — — —
— Unsecured bank loans and borrowings 3.79-15.0 123,221 105,418 2,605 9,987 5,211
— Secured bank loans and borrowings 4.31-15.0 91,377 91,377 - - -
— Finance lease liabilities 3.0-4.50 92,812 29,222 25,977 37,613 —

— Bonds 8.5 43,422 43,422 - — -
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36. Financial instruments (continued)

(f)

(9)

Natural risk

The Group’s revenue depends significantly on the ability to harvest wood at adequate levels. The
ability to harvest wood in the concessions and the growth of the trees in the plantations may be
affected by unfavourable local weather conditions and natural disasters. Weather conditions such
as floods, droughts, cyclones and windstorms and natural disasters such as earthquakes, fire,
disease, insect infestation and pests are examples of such events. The occurrence of severe
weather conditions or natural disasters may diminish the supply of trees available for harvesting in
the concessions, or otherwise impede the Group’s logging operations or the growth of the trees in
the plantations, which in turn may have a material adverse effect on the Group’s ability to produce
the products in sufficient quantities and in a timely manner.

Moreover, bad weather may adversely affect the condition of the Group’s transportation
infrastructure, which is critical for the Group to supply timber from the timber concessions to the
Group’s manufacturing plants and customers. The Group has developed a strategy for utilising
different transportation modes and stockpiling, but its daily operations may be unfavourably
affected by interruption of transportation due to bad weather or other reasons.

Fair values

Recognised financial instruments

In respect of cash and cash equivalents, trade and other receivables, trade and other payables
and short term borrowings, the carrying amounts approximate fair value due to the relatively short
term nature of these financial instruments.

The aggregate fair values of other financial assets and liabilities carried on the balance sheet as
at 30 June 2007 and 2006 are shown below:

2007 2006
Carrying Carrying
amount Fair value amount  Fair value
$°000 $°000 $'000 $'000

Group

Financial asset
— Loan to a jointly controlled entity 6,050 6,050 9,306 9,306

Financial liabilities

— Unsecured bank loans and borrowings 123,221 123,221 94,121 94,121
— Secured bank loans and borrowings 91,377 91,377 128,372 128,372
— Bonds 43,422 45,658 40,816 43,265
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Fair values (continued)

Recognised financial instruments (continued)

The fair values of secured term loans have been determined by discounting the relevant cash
flows using current interest rates for similar instruments at the balance sheet date.

The fair values of bonds have been determined by using the market transaction value nearest to
the financial year end or in the event of the absence of such information, the published quoted
price of the instrument as at the balance sheet date.

The fair value of loan to a jointly controlled entity has been determined by discounting the
expected cash flows repayments using the Group’s average borrowing rate.

In determining the carrying amounts of certain assets and liabilities, the Group makes assumptions of
the effects of uncertain future events on those assets and liabilities at the balance sheet date. These
estimates involve assumptions about such items as risk adjustment to cash flows or discount rates
used, future changes in salaries and future changes in prices affecting other costs. The Group’s
estimates and assumptions are based on historical experience and expectations of future events and
are reviewed periodically. In addition to assumptions and estimations of future events, judgements are
also made during the process of applying the Group’s accounting policies.

(a)

Useful lives of property, plant and equipment

The management determines the estimated useful lives of and related depreciation charges for its
property, plant and equipment. This estimate is based on historical experience of the actual useful
lives of assets of similar nature and functions. It could change significantly as a result of
significant technical innovations and competitor actions in response to industry cycles.
Management will increase the depreciation charges where useful lives are less than previously
estimated lives, or will write-off or write-down technically obsolete or non-strategic assets that
have been abandoned or sold.

Fair value of plantation assets

The Group’s plantation assets are valued at fair value less estimated point-of-sale costs. In
determining the fair value of the plantation assets, the professional valuers have applied the net
present value approach which requires a number of key assumptions and estimates to be made
such as discount rate, log price, harvest profile, plantation costs, growth, harvesting and
establishment. Any change in the estimates may affect the fair value of the plantation assets
significantly. The professional valuer and management review the assumptions and estimates
periodically to identify any significant change in the fair value of plantation assets.
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Income taxes

Determining income tax provisions involves judgement on the future tax treatment of certain
transactions. The Group carefully evaluates tax implications of transactions and tax provisions are
set up accordingly. The tax treatment of such transactions is reconsidered periodically to take into
account all changes in tax legislations. Deferred tax assets are recognised for tax losses not yet
used and temporary deductible differences. As those deferred tax assets can only be recognised
to the extent that it is probable that future taxable profit will be available against which the unused
tax credits can be utilised, management’s judgement is required to assess the probability of future
taxable profits. Management’s assessment is constantly reviewed and additional deferred tax
assets are recognised if it becomes probable that future taxable profits will allow the deferred tax
asset to be recovered.

Impairment for bad and doubtful debts

The Group estimates impairment losses for bad and doubtful debts resulting from inability of the
customers to make the required payments. The Group bases the estimates on the ageing of the
accounts receivable balance, customer credit-worthiness, and historical write-off experience. If the
financial condition of the customers were to deteriorate, actual write-offs would be higher than
estimated.

Net realisable value of inventories

Net realisable value of inventories, in particular housing and flooring products, is the estimated
selling price in the ordinary course of business, less estimated costs to completion and selling
expenses. These estimates are based on the current market condition and the historical
experience of manufacturing and selling products of similar nature. It could change significantly
as a result of changes in customer preferences and competitor actions in response to severe
industry cycle. Management reassess these estimates at each balance sheet date.

As at 30 June 2007, the Company has direct and indirect interests in the following subsidiaries.

Except for Caribbean Esskay Limited, Samling Malaysia Inc., SGL Trading Inc. (formerly known as
Samling Guyana Inc.), Samling China Inc., Samling Trademark Inc., Samling Tongling Co., Ltd., Samling
Riverside Co., Ltd., Samling Foothill Co., Ltd. and Samling Global USA Inc., all subsidiaries are held
indirectly by the Company through intermediate investment holding companies.
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Details of the subsidiaries at 30 June 2007 are as follows:

Name of company

Place and date
of incorporation/
establishment

Issued and fully paid

share capital/
registered capital
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Attributable
equity
interest

%
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Principal activities

Syarikat Samling Timber
Sdn. Bhd.

Kayuneka Sdn. Bhd.

KTN Timor Sdn. Bhd.

Ravenscourt Sdn. Bhd.

S.I.LF. Management Sdn. Bhd.

Samling Flooring Products
Sdn. Bhd.

Samling Housing Products
Sdn. Bhd.

Samling Chipboard Sdn. Bhd.

Samling Resources Sdn. Bhd.

Malaysia,
26 October 1976

Malaysia,
2 September 1993

Malaysia,
24 January 1983

Malaysia,
30 May 1984

Malaysia,

28 December 1993

Malaysia,
17 January 1984

Malaysia,

21 August 1993

Malaysia,
5 April 1994

Malaysia,
8 May 1985

11,979,950 ordinary
shares of RM1 each

80,000 ordinary
shares of RM1 each
and 20,000

preference shares of

RM1 each

6,000,000 ordinary
shares of RM1 each

500,000 ordinary
shares of RM1 each

300,000 ordinary
shares of RM1 each

10,000,000 ordinary
shares of RM1 each

10,000,000 ordinary
shares of RM1 each

100,000 ordinary
shares of RM1 each

1,000,000 ordinary
shares of RM1 each
and 50,000

preference shares of

RM1 each

100

100

100

100

100

100

54

54

100

Contractor for timber
extraction, tree
plantation and
investment holding

Agent for sale of logs

Extraction and sale of
logs

Extraction and sale of
logs

Extraction and sale of
logs, manufacturing
and sale of veneer

Manufacture and sale
of flooring products,

veneer and plywood

Manufacture and sale
of housing products

Manufacture and sale
of particleboard

Rental of equipments
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38. Particulars of subsidiaries (continued)

Name of company

Place and date
of incorporation/
establishment

Issued and fully paid
share capital/
registered capital

Attributable
equity
interest

%

Principal activities

Samling Reforestation Malaysia, 500,000 ordinary 100 Tree plantation
(Bintulu) Sdn. Bhd. 5 April 1994 shares of RM1 each
Samling Wood Industries Malaysia, 10,907,002 ordinary 100 Extraction and sale of
Sdn. Bhd. 15 June 1970 shares of RM1 each logs
Sorvino Holdings Sdn. Bhd. Malaysia, 2,000,000 ordinary 100 Provision of machinery
22 January 1992 shares of RM1 each repairs and re-
conditioning services
Syarikat Reloh Sdn. Bhd. Malaysia, 100,000 ordinary 100 Extraction and sale of
7 May 1983 shares of RM1 each logs
Majulaba Sdn. Bhd. Malaysia, 25,000 ordinary 70 Extraction and sale of
29 April 1985 shares of RM1 each logs
Sertama Sdn. Bhd. Malaysia, 1,000,000 ordinary 100 Extraction and sale of
10 November 1986 shares of RM1 each logs
Samling DorFoHom Sdn. Bhd. Malaysia, 40,000,000 ordinary 86 Investment holding and
5 April 1994 shares of RM1 each, wood residual
347,143 CRPS (Class trading
A) of RM1 each,
379,885 CRPS (Class
B1) of RM1 each and
5,700,000 CRPS
(Class B2) of
RM1 each
Samling Manufacturing Malaysia, 200,000 ordinary 60.12 Dormant
Plantation Sdn. Bhd. 2 April 1998 shares of RM1 each
Lingui Developments Berhad  Malaysia, 659,630,441 59.69 Investment holding

27 December 1967

ordinary shares of
RMO0.5 each
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38. Particulars of subsidiaries (continued)

Place and date Issued and fully paid

Name of company

of incorporation/

establishment

share capital/
registered capital
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Attributable
equity
interest

%

Principal activities

Samling Plywood (Baramas)
Sdn. Bhd.

Samling Plywood (Lawas)
Sdn. Bhd.

TreeOne (Malaysia) Sdn. Bhd.

Samling Plywood (Bintulu)
Sdn. Bhd.

Tamex Timber Sdn. Bhd.

Malaysia,
22 August 1987

Malaysia,
9 May 1986

Malaysia,
20 January 1997

Malaysia,
19 March 1986

Malaysia,
23 December 1980

20,250,000 ordinary
shares of RM1 each

3 ordinary shares of
RM1 each

1,000,000 ordinary
shares of RM1 each,
6,182,947
redeemable
preference shares
“A” of RM1 each,
1,400 redeemable
preference shares
“C” of RM1 each and
50,000 deferred
shares of RM1 each

25,000,000 ordinary
shares of RM1 each

1,001,000 ordinary
shares of RM1 each,
50,000 redeemable
preference shares
(type 1) of RM1 each
and 50,000
redeemable
preference shares
(type 2) of RM1 each

59.69 Manufacture and sale
of plywood, veneer
and extraction and
sale of timber logs

59.69 Extraction and sale of
logs

59.69 Investment holding

59.69 Manufacture and sale
of plywood and
veneer, extraction
and sale of timber
logs

59.69 Contractor for timber
extraction
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38. Particulars of subsidiaries (continued)

Place and date Issued and fully paid Attributable

Name of company

of incorporation/
establishment

share capital/
registered capital

equity
interest
%

Principal activities

Samling Power Sdn. Bhd. Malaysia, 2,000,000 ordinary 59.69 Operation of power
(formerly known as Samling 28 May 1996 shares of RM1 each generating facilities
Agro-Forestry Management
Sdn. Bhd.)

Ang Cheng Ho Quarry Sdn. Malaysia, 66,000 ordinary 59.69 Quarry licensee and
Bhd. 28 February 1970 shares of RM100 operator

each
Stigang Resources Sdn. Bhd. Malaysia, 6,121,530 ordinary 59.69 Quarry licensee and
15 July 1976 shares of RM1 each operator
Alpenview Sdn. Bhd. Malaysia, 1,000,000 ordinary 59.69 Investment holding
11 October 1991 shares of RM1 each
and 3,070,038
redeemable
preference shares of
RM1 each
Lingui Corporation Sdn. Bhd.  Malaysia, 2 ordinary shares of 59.69 Provision of
29 March 1985 RM1 each management
services

Hock Lee Plantations Sdn. Malaysia, 72,624 ordinary 59.69 Investment holding
Bhd. 8 April 1970 shares of RM100

each and 100
redeemable
preference shares of
RM100 each

TreeOne Logistic Services Malaysia, 300,000 ordinary 57.90 Provision of logistic
Sdn. Bhd. 1 April 1997 shares of RM1 each services

Grand Paragon Sdn. Bhd. Malaysia, 2,000,000 ordinary 47.75 Investment holding

11 October 1996 shares of RM1 each
Samling Plywood (Miri) Sdn. Malaysia, 40,000,000 ordinary 59.69 Manufacture and sale

Bhd.

18 January 1984

shares of RM1 each

of plywood,
extraction and sale
of timber logs
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Annual Report 2007

165

Notes to the Financial Statements

(Expressed in United States dollars unless otherwise indicated)

ssued and fully paid
share capital/
registered capital

Attributable
equity
interest

%

Principal activities

Tinjar Transport Sdn. Bhd.

Miri Parts Trading Sdn. Bhd.

Ainokitchen (Malaysia) Sdn.
Bhd. (formerly known as
Austral Concept Sdn. Bhd.)

Bukit Pareh Quarry Sdn. Bhd.

TreeOne (NZ) Limited

Hikurangi Forest Farms
Limited

East Coast Forests Limited

Tasman Forestry (Gisborne)

Limited

Hock Lee Rubber Products

Sdn. Bhd.

Hock Lee Enterprises (M)
Sdn. Bhd.

Malaysia,
15 September 1976

Malaysia,
29 November 1980

Malaysia,
7 April 2005

Malaysia,
29 September 1977

New Zealand,
13 January 1997

New Zealand,
19 June 1980

New Zealand,
23 April 1951

New Zealand,
16 April 1980

Malaysia,

15 January 1980

Malaysia,
28 November 1967

2,476,000 ordinary
shares of RM1 each

200,000 ordinary
shares of RM1 each

1,000,000 ordinary
shares of RM1 each

3 ordinary shares of
RM1 each

1 ordinary share of
NZ$10,000 each

1,200,000 ordinary
shares of NZ$1 each

1,000 ordinary
shares of NZ$2 each

42,500,000 ordinary
shares of NZ$1 each

13,000,000 ordinary
shares of RM1 each

137,000 ordinary
shares of RM100
each

59.69

59.69

59.69

59.69

59.69

59.69

59.69

59.69

59.69

59.69

Riverine transportation
services

Spare parts, petrol, oil
and lubricant
traders, insurance
agents and provision
of repair services

Kitchen retail,
tendering of kitchen
products in housing
development

projects

Dormant

Investment holding

Forest plantation

Dormant

Dormant

Manufacture and sale
of rubber retread
compounds

Property investment
and letting of
industrial properties
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38. Particulars of subsidiaries (continued)

Name of company

Place and date
of incorporation/
establishment

ssued and fully paid
share capital/
registered capital

Attributable
equity
interest

%

Principal activities

Samling Malaysia Inc. British Virgin 1 ordinary share of 100 Investment holding
Islands, US$1
24 June 2005
Barama Company Limited Guyana, 18,000,000 shares of 100 Manufacture of
20 August 2001 US$1 each plywood and sawn
timber, extraction
and sale of timber
Barama Buckhall Inc. Guyana, 500,000 ordinary 100 Manufacture and sale
15 April 2005 shares of G$1 each of sawn timber
Barama Housing Inc. Guyana, 2 ordinary shares of 100 Dormant
27 October 2003 G$1 each
Caribbean Esskay Limited British Virgin 4 shares of 100 Investment holding
Islands, US$1 each
8 May 1992
SGL Trading Inc. (formerly British Virgin 1 ordinary share of 100 Trading
known as Samling Guyana Islands, US$1
Inc.) 24 June 2005
Samling China Inc. British Virgin 1 ordinary share of 100 Investment holding
Islands, US$1
24 June 2005
Samling Trademark Inc. British Virgin 1 ordinary share of 100 Ownership of
Islands, US$1 trademark
24 June 2005
Samling Tongling Co., Ltd. Hong Kong, 1 ordinary share of 100 Dormant
30 December 2004 HK$1
Samling Riverside Co., Ltd. Hong Kong, 1 ordinary share of 100 Dormant
16 June 2005 HKS$ 1
Samling Foothill Co., Ltd. Hong Kong, 1 ordinary share of 100 Dormant

16 June 2005

HK$1
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Issued and fully paid Attributable

share capital/
registered capital

equity
interest
%

Principal activities

Dayalaba Sdn. Bhd.

Bedianeka Sdn. Bhd.

Merawa Sdn. Bhd.

Riverside Plywood
Corporation

Foothill LVL & Plywood
(Cangshan) Co., Ltd.

Samling Global USA, Inc.

Malaysia,
29 April 1985

Malaysia,
10 September 1993

Malaysia,
24 August 1987

PRC,
13 August 2002

PRC,
26 November 2002

United States of
America,
20 September 2006

25,000 ordinary
shares of RM1 each

2 ordinary shares of
RM1 each

25,000 ordinary
shares of RM1 each

US$6,000,000

US$840,000

US$1,500

70

100

100

100

100

100

Extraction and sale of
logs

Sales agent

Extraction and sale of
logs

Manufacture and sale
of plywood and
veneer

Manufacture and sale
of laminated veneer
lumber

Sale of veneer and
plywood
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39.

40.

Possible impact of amendments, new standards and interpretations issued
but not yet effective for the year ended 30 June 2007

Up to the date of issue of these financial statements, the IASB has issued the following amendments,
new standards and interpretations which are not yet effective for the year ended 30 June 2007 and
which have not been adopted in these financial statements:

Effective for

accounting periods
beginning on or after

Amendment to IAS 1 Presentation of financial statements: 1 January 2007
capital disclosures

IFRS 7 Financial instruments: disclosure 1 January 2007
IFRS 8 Operating segments 1 January 2009
IAS 23 (March 27) Borrowing costs 1 January 2009
IFRIC 10 Interim financial reporting and impairment 1 November 2006
IFRIC 11 IFRS 2 — Group and treasury share transactions 1 March 2007
IFRIC 12 Service concession arrangements 1 January 2008

Management of the Group has not completed its review of the possible impact on the Group of the
above standards and interpretations.

Parent and ultimate controlling party

At 30 June 2007, the directors consider the immediate parent and ultimate controlling party of the
Company to be Samling Strategic Corporation Sdn. Bhd. and Yaw Holding Sdn. Bhd. respectively, both
of which are incorporated in Malaysia. Neither of them produces financial statements available for
public use.
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$’000
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Four Years Summary

(Expressed in United States dollars)

Turnover 561,223 388,686 409,132 364,291
Cost of sales (410,834) (341,781) (339,783) (303,969)
Gross profit 150,389 46,905 69,349 60,322
Other operating income 5,927 2,780 14,727 6,627
Distribution costs (6,527) (4,536) (4,457) (3,893)
Administrative expenses (27,502) (17,157) (16,918) (15,384)
Other operating expenses (140) (1,538) (524) (198)
Gain/(loss) from changes in fair value of

plantation assets less estimated

point-of-sale costs 3,508 (15,285) (14,768) 10,416
Profit from operations 125,655 11,169 47,409 57,890
Financial income 30,929 6,876 9,067 7,321
Financial expenses (18,948) (22,377) (16,631) (16,657)
Net financing income/(costs) 11,981 (15,501) (7,564) (9,336)
Share of profits less losses of associates 7,760 1,317 2,282 5,510
Share of profits less losses of jointly

controlled entities 1,905 2,816 2,440 —
Profit/(loss) before taxation 147,301 (199) 44,567 54,064
Income tax (16,420) 1,745 (1,302) (8,831)
Profit for the year 130,881 1,646 43,265 45,233
Attributable to:
Equity holders of the Company 98,430 5,128 23,118 23,521
Minority interests 32,451 (8,582) 20,147 21,712
Profit for the year 130,881 1,546 43,265 45,233
Dividend attributable to the year:
Interim dividend declared during the year — 2,449 — 1,285
Final dividend proposed after the

balance sheet date 27,574 — 2,500 1,250

27,574 2,449 2,500 2,535

Earnings per share (US cents)

— Basic 6.03 0.17 0.75 0.76




170 Samling Global Limited

Four Years Summary

(Expressed in United States dollars)

2007
$’000

Non-current assets
Property, plant and equipment, net

— Investment properties 9,940 9,581 9,493 9,719

— Other property, plant and equipment 415,246 381,513 321,753 316,997
Construction in progress 5,480 1,963 4,825 2,510
Lease prepayments 27,172 26,504 22,934 23,368
Timber concessions 28,945 31,843 16,632 18,352
Goodwill 671 631 610 610
Plantation assets 226,050 165,299 193,785 178,119
Interest in associates 54,675 44,883 42,788 45,376
Interest in jointly controlled entities 14,592 15,345 18,118 —
Other investment 32 30 29 29
Deferred tax assets 3,578 3,642 3,399 4,474
Total non-current assets 786,381 681,234 634,366 599,554

Current assets

Inventories 110,512 83,471 68,989 73,366
Trade and other receivables 78,603 97,261 218,750 206,675
Tax recoverable 12,013 9,390 8,502 8,632
Cash and cash equivalents 326,542 21,111 26,536 19,718
Total current assets 527,670 211,233 322,777 308,391

Total assets 1,314,051 892,467 957,143 907,945
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Four Years Summary

(Expressed in United States dollars)

2007
$’000

Current liabilities

Bank overdrafts, loans and borrowings 103,782 121,792 91,949 110,813
Loans from shareholders — — — 2,238
Finance lease liabilities 29,222 22,790 15,050 11,356
Bonds 43,422 — 39,474 —
Trade and other payables 114,802 186,258 137,597 194,828
Tax payable 2,632 1,842 2,531 9,930
Total current liabilities 293,860 332,682 286,601 329,165
Net current assets/(liabilities) 233,810 (121,449) 36,176 (20,774)
Total assets less current liabilities 1,020,191 559,785 670,542 578,780

Non-current liabilities

Bank loans and borrowings 132,797 129,241 83,058 80,680
Loans from shareholders - — — 39,705
Finance lease liabilities 63,590 55,509 39,837 26,769
Bonds - 40,816 39,271 78,461
Deferred tax liabilities 59,015 47,899 53,406 47,422
Total non-current liabilities 255,402 273,465 215,572 273,037
Total liabilities 549,262 606,147 502,173 602,202
Equity

Share capital 430,174 979 50,442 48,982
Reserves 168,601 166,449 197,346 75,498

Equity attributable to equity holders of the

Company 598,775 167,428 247,788 124,480
Minority interests 166,014 118,892 207,182 181,263
Total equity 764,789 286,320 454,970 305,743

Total liabilities and equity 1,314,051 892,467 957,143 907,945
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(Expressed in United States dollars)

Notes:

The Company was incorporated in Bermuda on 27 June 2005 as an exempted company with limited liability under the Companies Act 1981
of Bermuda (as amended). Pursuant to the Reorganisation and Further Acquisitions, the Company became the holding company of the
Group on 30 June 2006.

This financial summary presents the results and financial position of the Group on the basis that the Company is regarded as a continuing
entity and that the Reorganisation has been completed as at 1 July 2003 and that the business of the Group had been conducted by the
Company since 1 July 2003 as they were related entities under common control.

The calculation of basic earnings per share for the years ended 30 June 2004, 2005 and 2006 is based on the profit attributable to equity
holders of the Company and the 3,094,236,830 shares in issue as at the date of the prospectus of 23 February 2007, as if the shares were
outstanding throughout the year.

The share capital at 30 June 2004 and 2005 represents the aggregate of the share capital of the companies comprising the Group. Share
capital at 30 June 2006 and 2007 represents the share capital of the Company.



Aerial view of tree plantation in New Zealand




€
Samling Global Limited
SEHERRBERAE

* For identification purposes only





