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At Sampoerna Kayoe, we believe in the importance of maintaining
balance between innovation and sustainability, between design and
functionality, between dreams and hard work. When these balances
are kept,we know that our Unlimit Possibilities principle is working.
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COMPANY "
/

/ BACKGROUND

sanid b Limited (“Samko”
or “Samko Timber’) and its
subsidiaries (the “Group’) is
Indonesia's Ie&ling, vertically
Y integrated wood resource

precessor. Samko 'operates six

timber processﬁg plants eleven
” . satellite veneer plants, and a
chemical glue ' facility spread
across Java! 'Sumatra, and
Sulawesi  with  an  annual®
production #capacity of +/-
900,000m?3; exported to 33
countries. g

[ ]
J 8
ith unrelentlng focus G ehce at \ P -

every stage pply chaln SamKo

has garnered international'et® gntal
accreditations as a testament of its lghg -
term commitment to quality d
sustainability. The Research nd
Development department is tasked with

ongoing process improvement, pod
~maximization and product innovation,

setting the stage for value creation and

growth.

Il'

'//

- «WVith more than 40 years of eXpelience
and industry knowledge condehsgd into
its primary and secondary processed
timber products, Samko’s products are
found in residential, commercial and
industrial applications in the form of
plywood, wood-decking, woagd-doors,
wood-flooring, piano and tru parts.
Samko’s®™ products enjoy a /dominant
market share in Indonesia,/land are
distributed in 33 countries across the

A “world, including the Asia Pacific region,

> Europe, the Middie East, the South East

Asia, Australia and the United States of
’ -America. .
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CHAIRMAN
STATEMENT

DEAR SHAREHOLDERS,
Overview of the Year

The COVID-19 pandemic had changed lives across the globe, severely affecting lives
and businesses worldwide. As the new Omicron COVID-19 variant spreads
throughout 2021, numerous countries have reimposed mobility restrictions, creating
disruptions in the economic recovery. Despite these setbacks, the global economic
recovery in 2021 was largely encouraging. Given the pent-up consumer demand and
fiscal support from governments worldwide, global economy rebounded by 5.5%.

This sense of optimism has also been felt in Indonesia. Having seen a decline in gross
domestic product (“GDP”) by 2.1% in 2020, Indonesia welcomed a rebound in 2021,
as GDP grew by 3.69%, in line with the forecast announced by the Finance Ministry
earlier in the year. Annual household consumption grew 2.02% year-on-year,
recovering from a 2.63% decline in 2020. Whilst these figures hover lower than the
pre-pandemic trend of 5% annual GDP expansion, the upward trajectory is apparent,
as businesses normalize their activities. Correspondingly, the unemployment rate in
Indonesia has dropped to 6.49% in 2021, from 7.07% in 2020.

Indonesia’s comprehensive response to the pandemic has played a crucial role in our
roadmap to recovery. At the onset of the COVID-19 pandemic, the Government
promptly constructed a nationwide vaccination plan which has been implemented
meticulously throughout FY2021. The Ministry of Health identifies the nationwide
vaccination program as one of the key pillars to minimize the pandemic-induced
fatality and to safeguard the economy. Thus, the vaccination drive continues in
FY2022, with the expansion of the recipient group to aged six and above.

The Group’s sales increased by 23% year-on-year to Rp. 3,900 billion, mainly due to
an increase in export sales. On a similarly positive note, our average selling price has
increased by 19%. Gross profit also increased by 19%, as the increase in revenue
outweighs the rise in our raw material and freight costs.

Looking Ahead

With the improvements in COVID-19 statistics and the steady roll-out of the national
vaccination program, the ongoing national economic recovery is predicted to
accelerate. In 2022, the Indonesian economy is expected to grow 5%, as the
normalizing health situation fosters the return of consumer demand and investor
confidence. Macroeconomic stability will be maintained with inflation under control,
and targeted at 3+%/-1%, and will be supported by increasing national production
capacity through efficiency and productivity gains.

In regards to the export market, the Group continues to strengthen our global
position. The US market remains our key focus, along with initiatives to broaden our
sales footprint in South-east Asia, the Middle East, Africa, Eastern and Western
Europe.

Meanwhile, the Group will continue to focus on the optimization of our operations,
with the highest level of priority on improving product quality. We also continue our
steadfast commitment towards sustainability. In 2021, we successfully expanded our
Forest Stewardship Council (“FSC”) and Chain of Custody (“CoC”) certification, now
covering our plywood mills in Jambi, Jombang and Salatiga. In addition, we
implemented solar panels in our mill in Jombang, as a pioneering project in our drive
towards green energy. This will be a continuous effort by all parties within our Group.
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APPRECIATION

| would also like to express our appreciation to our shareholders, staffs, business
partners and customers for their dedication and unwavering support.

Eka Dharmajanto Kasih
Non-Executive Chairman
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CEO
STATEMENT

DEAR SHAREHOLDERS,

| am pleased to present the annual report of Samko Timber Limited (the “Company”
and together with its subsidiaries, the “Group”) for the financial year ended 31
December 2021 (“FY2021”). Year 2021 was an encouraging year for the Group. | am
proud to lead the Group in accelerating our growth, amidst this pandemic recovery
period in my sixth year as the Chief Executive Officer with the support of the Board
and a steadfast team.

FINANCIAL REVIEW

For FY2021, the Group’s sales increased 23% year-on-year (“yoy”) to Rp. 3.9 trillion.
The increase in sales revenue was largely driven by the growth in our export sales,
especially in the US market, in which the sales volume increased by 98%. The focus
on export markets resulted in the rise in our overall average selling price by 18% in
FY2021 as compared to FY2020. Gross profit also increased by 19% in FY2021.

The Group’s selling expenses for FY2021 increased by 65% to Rp 268.4 billion, mainly
due to the challenges in logistics, and the subsequent rise in global freight costs.
Finance expenses, which is related to interest expense, increased 11% yoy to Rp 123
billion, due to the addition of new Group loans.

As a result of the above, the Group recorded a net loss of Rp. 4 billion in FY2021 as
compared to a net loss of Rp. 37 billion in FY2020.

OPERATIONAL REVIEW

During FY2021, the Group has strived to streamline its operations and to enhance its
presence in the global market.

The COVID-19 outbreak is an unfortunate event which affected millions of people
and businesses alike. Though we have seen a growth in the Export market, we
continue to face slow and steady recovery in the Domestic market. Amidst the
challenging business climate, the Group is pleased to report that we have closed
FY2021 better than the forecast we set at the beginning of the year.

With the major improvement in our production expertise to increase our export
grade product, the Group has excelled in various Export markets worldwide. Even
though there was a global disruption in the availability of containers and freight
costs, we successfully navigated through these challenges, and identified efficient
modes of transportation, thereby supporting our initiative in expanding our global
footprint. In FY2021, the Group is proud to announce that it was awarded the
Primaniyarta Award [Category: Eksportir Pembangunan Merek Global]l. The
Primaniyarta Award is the greatest reward granted by the Government of the
Republic of Indonesia to the most prominent Indonesian exporters, in recognition of
their global success, and to motivate other exporters to emulate these success
stories. Sampoerna Kayoe was acknowledged for the success in developing a
renowned global brand, thus contributing to the economic growth of Indonesia.

As part of the Group’s continued commitment towards sustainability, we successfully
attained Forest Stewardship Council (“FSC”) and Chain of Custody (“CoC”)
certification for our biggest plywood mills, located in Jambi, Jombang and Salatiga.
The Group committed to build the future of responsible forestry by expanding the
implementation of best management practices for our Group-managed farmers
community, working with more smallholder farmers to obtain FSC Small and Low
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Intensity Managed Forest (“SLIMF”) certification. We have added 242 Hectares and
106 Hectares certified areas respectively in Jambi and Jombang this year, with total
of 706 community forest farmers under our forestry program. Likewise, in continuing
our sustainability journey, the Group are also in the process of reaching an
international sustainable forest management certification for its timber plantation
with total of 11,780 Hectares. Our continuous commitment towards sustainability has
attracted interest worldwide. In FY2021, the Group became the first plywood
company to have been invited to present our sustainability and decarbonization
roadmap in COP26 UNFCC, held in Glasgow, United Kingdom.

In FY2021, the Group implemented the installation of its pioneer solar PV project in
Jombang, with a capacity of 1.7 MWp. This is to be gradually rolled out to our mills
across Indonesia, in our drive towards clean and renewable energy. These ongoing
initiatives by the Group are in line with the Nationally Determined Contribution
(“NDC”) of the Republic of Indonesia, which sets out the Government’s vision to
expedite transformational changes towards a low carbon economy and climate
resilience development.

2022 OUTLOOK

In spite of the rising challenge of global logistics and prices of materials for the
Group in 2022, Bank Indonesia projects national economic growth in Indonesia in
2022 in the 4.7%-5.5% range, stimulated by ongoing global economic improvements
that are driving solid export performance, coupled with growing domestic demand
in terms of consumption and investment. This growth is to be further supported by
a faster vaccination rollout, reopening of economic sectors and policy stimuli. Aside
from the various operational improvement activities, and our unwavering dedication
towards sustainability, the Group places key focus in the ongoing construction of
Mangole project, which has been reinvigorated in Q3 2021, after a one-year delay
due to the onset of COVID-19.

APPRECIATION

It has always been the Group’s vision to champion a sustainable future for all.
Therefore, every year, the Group continuously channels all its efforts into the
development of a strong business and operating model, enabling usto continuously
expand our processing capacity while maintaining sustainability in production. The
Group emphasizes its unwavering commitment towards Environmental, Social and
Corporate Governance (“ESG”), instilling these values as a shared responsibility and
vision throughout the organization. We would like to extend our appreciation to all
our business partners, customers and shareholders who have been accompanying us
on our journey throughout the years.

| would like to extend my gratitude to our Board members for guiding the Group
dutifully with their valuable foresight and knowledge.

Last but not least, | would like to take this opportunity to thank our management
team and staffs for their dedication and contributions to the Group.

Riko Setyabudhy Handoko
Executive Director and Chief Executive Officer






