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LOTUS KFM BERHAD

MANAGEMENT DISCUSSION
AND ANALYSIS

OVERVIEW OF BUSINESS AND OPERATIONS

Lotus KFM Berhad (“Lotus” or “the Company”) and its subsidiaries (“the Group”) is a public listed company on the
Main Market of Bursa Malaysia Securities Berhad (“Bursa Securities”). The Group’s principal activities are primarily
involved in flour milling and trading in related products. Lotus places strong emphasis on producing consistent,
high-quality flour products, with the objective of achieving high levels of customer satisfaction and fostering long-
term customer loyalty, while at the same time delivering sustainable value to its customers and stakeholders.

For the financial year ended 30 September 2025 (“FYE 2025”), the Group major sources of revenue from flour
milling and trading, based on its business activities comprising milling of flour and trading of starch, timber,
chemical, wood chips and bamboo chips.

KFM Marketing Sdn. Bhd. is the one of the Group’s main revenue-generating subsidiary, primarily engaged in the
manufacturing flour and chemical related products. Through continuous operational improvements, this subsidiary
plays a pivotal role in supporting the Group’s overall financial performance. In addition, LKB Plantation Sdn.
Bhd. also contributed revenue to the Group during the FYE 2025 through its trading activities in wood chips and
bamboo chips.

Other plantation-related businesses under subsidiaries such as Lotus Plantation Sdn. Bhd., ASV Jaya Resources
Sdn. Bhd., Hijau Ria Solution Sdn. Bhd., Sam Jaya Plantation Sdn. Bhd., Ladang Lojing Sdn. Bhd., and Khas
Jadi Sdn. Berhad are currently in various stages of development. These subsidiaries are expected to gradually
commence revenue generation upon reaching maturity. The Board of Directors (“the Board”) anticipates that these
plantation ventures will provide new and sustainable recurring income streams for the Group, thereby reducing
reliance on its existing flour milling and trading operations over the longer term.

Looking ahead, the Board remains optimistic that continued revenue contributions from the flour milling and trading
segment, together with future income from the plantation and investment-related subsidiaries, will strengthen the
Group’s earnings profile and financial resilience in the coming years. This strategic diversification is expected to
position the Group for sustainable growth and enhanced shareholder value.

A comprehensive overview of the Group’s overall financial outcomes, business operation, operating segment and
subsidiaries information can be found in Audited Financial Statement 2025.

CORPORATE DEVELOPMENTS

Details of the regularisation plan can be obtained from the Company’s various announcements with Bursa
Securities.

GROUP’S FINANCIAL RESULTS AND FINANCIAL CONDITIONS

The following table is the financial highlights of the Group for the past five (5) financial years:-

2025 2024 2023 2022 2021
RM’000 RM’000 RM’000 RM’000 RM’000

Revenue 54,380 50,700 58,508 66,079 51,762
Operating profit/(loss) (273) (166) 2,374 2,989 2,475
Profit/(Loss) before tax 650 143 2,515 3,102 2,831
Profit/(Loss) after tax 464 154 2,662 2,990 2,661
Shareholders’ funds 105,766 80,519 79,096 76,052 73,062
Net tangible assets 105,766 80,519 79,096 76,052 73,062
Tangible assets 132,053 102,274 100,568 96,026 86,922
Basic earnings/(loss) per share (sen) 0.04 0.02 0.26 0.29 0.34

Net assets per share (sen) 8.24 7.78 7.73 7.46 717
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MANAGEMENT DISCUSSION AND ANALYSIS
(CONT’D)

PERFORMANCE REVIEW

a)

b)

c)

Revenue

In FYE 2025, the Group recorded revenue of RM54.380 million, increased by RM3.680 million compared to
RM50.700 million in the previous financial year ended 2024 (“FYE 2024”). The Group’s revenue was primarily
driven by the flour milling and trading segment, which included flour milling and trading of flour, starch,
chemical, wood chip and bamboo chip.

Operating Profit

The Group recorded a gross profit of RM1.424 million in FYE 2025, compared to RM1.936 million in FYE
2024, representing a decrease of RM0.512 million or 26.45%. This was mainly due to an increase of cost
of goods sold relative to revenue, which resulted in a compression of the Group’s gross profit margin from
3.82% in FYE 2024 to 2.62% in FYE 2025. Despite the lower gross profit, the Group’s profit before tax was
increased by RM0.507 million in FYE 2025 compare to FYE 2024, which is RM0.650 million and RM0.143
million respectively.

Cash Flows and Liquidity

The Group’s inventories level for current FYE 2025 has increased to RM3.287 million (FYE 2024: RM0.291
million), reflecting an increase of RM2.996 million. The increase was primarily attributable to hold higher
stock levels of starch to support business operations.

The Group’s trade receivables recorded RM7.278 million at the FYE 2025 compared with RM6.411 million in
FYE 2024, in the line with higher revenue during the year. In addition, other receivables slightly increased by
28.75%, which is RM21.506 million in FYE 2025 and RM16,703 million in FYE 2024.

For FYE 2025, the Group recorded a deficit in net operating cashflow of RM4.963 million, compared to FYE
2024 a deficit of RM3.241 million in FYE 2024, representing an increase in cash outflow of RM1.722 million.
The higher net operating cash outflow was mainly attributable to changes in working capital, increased trade
receivables and inventory levels to support business activities during the year.

The Group’s cash and bank balances placed with financial institutions decreased by 15.01%, which is
RM29.472 million and RM11.145 million in FYE 2025 and FYE 2024 respectively. However, the fixed deposits
with licensed bank significantly increased by 190.71%, which recorded RM36.058 million and RM12.404
million in FYE 2025 and FYE 2024 respectively. Taking into considering the challenges of the operating
environment, the Board has retained adequate fund to meet financial obligation of the Group.

The above group financial results and financial outcomes discussion is essential to consider along with
Audited Financial Statement 2025.

ANTICIPATED BUSINESS RISKS

The Group’s operations are subject to various business risks, including intense market competition, volatility of
imported raw material prices, movements of foreign exchange rates, inflationary pressures, performance of end-
user industries, as well as changes in economic, political and regulatory conditions. These risks may have a
material impact on the Group’s financial performance, operating results and cash flows.

a)

Market competition

The market for flour milling and trading of flour, starch, chemical, wood chips and bamboo chips, remain
competitive. Competition arises from local and regional operators offering similar products, with pressures on
pricing, product quality, distribution, and service levels. To sustain its position in this competitive market, the
Group continues to refine its market strategies, enhance distribution channels, optimize its product mix and
quality, and expand its customer base. In addition, trading of wood chips and bamboo chips has delivered
encouraging results in FYE 2025. It enabling the Group to diversify its product offerings and revenue streams.
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(CONT’D)

ANTICIPATED BUSINESS RISKS (CONT’D)
b) Volatility of raw material prices

Volatility in the prices of imported raw materials, particularly wheat and tapioca, remains a key challenge
for the Group, as raw material costs constitute a significant portion of production costs for wheat flour and
tapioca starch.

As wheat and tapioca are globally traded commodities, their prices are subject to fluctuations arising from
changes in global supply and demand, weather conditions, stock levels and broader macroeconomic factors.
Any significant increase in commodity prices or disruption in supply may adversely affect the Group’s cost
structure and profitability.

c) Volatility of currency exchange rates

Lotus’s main raw materials, including wheat and tapioca, are fully imported and denominated in USD.
Accordingly, fluctuations in the USD/RM exchange rate may result in higher raw material costs and directly
impact the Group’s cost of goods sold and profit margins. To mitigate this risk, the Group adopts a prudent
and proactive approach, which may include close monitoring of foreign exchange movements, pricing
adjustments where feasible and appropriate treasury management strategies.

d) Inflationary pressure

Inflationary pressure is not only a domestic issue, but also a global phenomenon that experienced in others
countries. Inflation has significantly impacted the Group’s operating costs. The operating cost emphases
day-by-day necessary expenses for the Group to conduct business operations. The most direct impacts
on inflation on operating costs are the increased cost of inputs, including raw material, energy and other
resources. As the overall price level rises, the cost of acquiring these essential inputs tend to increase,
hence, it maybe directs impacting on the production costs. The Group is regularly reviewing the changing
of the economic conditions and adopts a multi-pronged approach, including cost control measures and risk
mitigation strategies, to manage the impact of inflation and adapt to the evolving economic environment.

e) Changes in economic, political and regulatory conditions

The Group is cautious with the macroeconomic uncertainties and development of geopolitical tensions as
the adverse developments in macroeconomies both globally as well as within the nation will have a great
negative impact on the financial performance of the Group.

Similarly, any changes in geopolitical may bring unfavorable future prospects to the business. The Group
may take a prudent approach to manage these risks internally in the event it arises. However, these risks are
still beyond the control of the Group.

OUTLOOK OF INDUSTRY

The flour milling and trading industry in Malaysia is a mature yet competitive sector. Products including wheat flour,
chemical, tapioca starch and corn starch, are included by global commodity prices, import reliance, and foreign
exchange rate fluctuations, as raw materials are largely imported.

Meanwhile, the industry also seen growth opportunities in value-added products such as trading in chemical,
wood chips and bamboo chips. Operators across all segments face intense competition, not only on price, but
also on product quality, service reliability, and distribution efficiency. The Group will continue monitoring and
conduct regular review on the market condition to mitigate potential risk.

We always uphold our mantra of offering excellent customer services and delivering high-quality products to
our existing customers while actively securing new business opportunities. The Group will remain focused on
monitoring prevailing market conditions to ensure sustainable growth.

NOTE OF APPRECIATION

To our shareholders, customers, suppliers and business associates, who have given us valuable support, we wish
to express our sincere appreciation and thanks to all of your enduring trust and confidence in our business.
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BOARD OF DIRECTORS’
PROFILE

MOHD RASLI BIN MUDA

Independent Non-Executive Chairman

Malaysian | Male | Aged 64

MOHD RASLI BIN MUDA (“En. Rasli”) was appointed to the Board on 28 November 2019 as an Independent
Non-Executive Chairman. He is also the Chairman of the Remuneration Committee and a member of the Audit
Committee and Nomination Committee of the Company.

He holds a Bachelor’s Degree in Economics (Applied Economics) from the University of Malaya.

En. Rasli started his career in 1984 with the Malaysian Investment Development Authority (“MIDA”), a government
agency as an economist and was responsible for the promotion and coordination of industrial development in
Malaysia. During his tenure with MIDA, he has served in various industries divisions and offices amongst others
such as:

o Director of MIDA Terengganu State Office

o Director of MIDA (Consul Investment, Consulate General of Malaysia), Los Angeles, USA. He was responsible
for promoting and facilitating Foreign Direct Investments from the West Coast of the USA to Malaysia
Director, Corporate Management Services Division
Director, Business & Professional Services Division

o Director, Food Technology and Resource Based Industries Division

En. Rasli retired from MIDA in August 2019 after serving for 34 years.

He attended all four (4) Board meetings held during the financial year ended 30 September 2025 (“FYE 2025”).
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DATUK WONG SAK KUAN

Non-Independent Non-Executive Director / Vice Chairman

Malaysian | Male | Aged 57

DATUK WONG SAK KUAN (“Datuk Wong”) was appointed to the Board on 28 November 2019 as a Non-
Independent Non-Executive Director / Deputy Chairman and re-designated as the Non-Independent Non-
Executive Director / Vice Chairman on 30 April 2020. He is the major shareholder of the company. He is also a
member of Audit Committee and Remuneration Committee of the Company.

Datuk Wong graduated with a Diploma in Civil Engineering from the Federal Institute of Technology (“FIT”) in 1990.
Upon graduating, Datuk Wong joined his family’s construction business erecting factory buildings and warehouses
for a public listed paper mill group of companies. In 1995, he steered the construction company into various
residential, commercial and industrial development projects in Selangor and Penang. He has more than 30 years
of experience in the construction and development industry.

Apart from the construction activities, he also owns businesses in various industries such as trading, recycling and
paper roll rewinding services, transportation and workshop, and Food & Beverage (“F&B”).

Datuk Wong is currently the Group Managing Director of Sing Foong Niap Group of Companies. He is also the
controlling shareholder and Managing Director of Lotus Essential Sdn. Bhd. as well as several private limited
companies. Datuk Wong currently sits on the board of Lotus Circular Berhad as a Non-Independent Non-Executive
Director and EVD Berhad as Non-Independent Non-Executive Director.

He attended all four (4) Board meetings held during the FYE 2025.

Datuk Wong is the father of Mr. Wong Yau Min, a Non-Independent Non-Executive Director of the Company.
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BOARD OF DIRECTORS’ PROFILE
(CONT’D)

LEE WAI FUN

Executive Director cum Chief Executive Officer

Malaysian | Female | Aged 55

LEE WAI FUN (“Ms. Lee”) was appointed to the Board on 28 November 2019 as an Executive Director cum Chief
Executive Officer.

Ms. Lee is a member of the Chartered Institute of Management Accountants (“CIMA”) and the Malaysian Institute
of Accountants (“MIA”).

She started her career in the management accounting field in 1994 and has since garnered over 25 years of
experience in finance, administration and management functions from several industries such as manufacturing,
trading, recycling, construction & development, transportation and F&B.

Ms. Lee joined Sing Foong Niap Group as Finance Manager in 2007 and was promoted to Group General Manager
in 2012. She is responsible for overseeing the management and business operations of Sing Fong Niap Group.

In 2009, she co-founded Lotus Essential Sdn. Bhd., a trading company that imports and distributes tapioca starch,
corn starch and coal to the local food processing and manufacturing based companies. In August 2016, she
helped establish a recycling division by acquiring four (4) recycling companies and one (1) paper roll rewinding
services company.

Ms. Lee is currently the Executive Director of Lotus Essential Sdn. Bhd. and the Non-Independent Non-Executive
Director of EVD Berhad. She also sits on the board of several private limited companies.

She attended all four (4) Board meetings held during the FYE 2025.
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LIM LIAN CHEE

Executive Director

Malaysian | Male | Aged 64

LIM LIAN CHEE (“Mr. Lim”) was appointed to the Board on 3 October 2022 as an Executive Director.

Mr. Lim holds a Master in Business Administration and Graduate Diploma in Management from University of
Southern Queensland.

He has more than 39 years of banking experience with OCBC Bank Berhad, he held several senior positions
with responsibilities for strategy, execution and performance. He Joined OCBC Bank in 1983, served in various
capacities, including as Regional Manager, Head of Business Banking, Head of Consumer Banking, Head of Credit
& Senior Manager for many branches. Mr. Lim had retired from OCBC Bank in September 2022 from the position
of Managing Director for Commercial Banking in charge of Southern Region2 & East Coast.

He attended all four (4) Board meetings held during the FYE 2025.
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BOARD OF DIRECTORS’ PROFILE
(CONT’D)

LOW KOON MIN

Independent Non-Executive Director

Malaysian | Female | Aged 54

LOW KOON MIN (“Ms. Low”) was appointed to the Board on 28 January 2019, as an Independent Non-Executive
Director. She is also the Chairperson of the Audit Committee and Nomination Committee and a member of the
Remuneration Committee of the Company.

Ms. Low is a member of the CIMA and MIA.

Ms. Low started her career as a Finance Manager in Mitsumi Electric Sdn. Bhd., a subsidiary of Mistsumi Electric
Co. Ltd. (a public listed company in Japan). In 1998, Ms. Low joined Mattel Southeast Asia Pte. Ltd. and moved
to Mattel Southeast Asia (Regional Office) Sdn. Bhd. (“Mattel”) in 2002 as a Financial Specialist. Mattel is a toy
company listed on the Nasdaq Stock Exchange of the United States of America.

In 2011, Ms. Low joined Lee Ong & Partners, a legal firm as an Office Manager. She is also the Company Secretary
to IWB Consultancy Sdn. Bhd., a Selangor state owned company to raise woman’s socio-economy and capability
of women in leadership and entrepreneurship.

Ms. Low also sits on the board of Lotus Circular Berhad as an Independent Non-Executive Director.

Ms. Low attended all four (4) Board meetings held during the FYE 2025.



BOARD OF DIRECTORS’ PROFILE
(CONT’D)

YAU MING TECK

Non-Independent Non-Executive Director

Malaysian | Male | Aged 54

YAU MING TECK (“Mr. Yau”) was appointed to the Board on 28 November 2019 as a Non-Independent Non-
Executive Director. He is also a member of the Nomination Committee of the Company.

Mr. Yau graduated from Monash University, Melbourne with an Economics Degree in 1993. He is a qualified
Certified Practicing Accountant (“CPA”) of the CPA Australia and a Chartered Accountant of MIA.

He started his career in 1994 with Coopers & Lybrand, Insolvency & Corporate Division and handles a wide
portfolio of clients with diverse backgrounds and industries during his three (3) years with the firm.

In 1996, he joined a Malaysian Main Board listed company as an Executive, Special Projects and last served as
a Financial Controller of another Main Board public listed company in Bursa Securities in 2003. During his tenure
with the public listed companies, he had predominantly taken charge of various corporate exercises and his skill
in the area of corporate finance, financial management and strategic planning honed over 15 years has brought
him to his private practice in the year 2004. He has expertise in corporate and financial advisory in the areas
of corporate finance, mergers & acquisitions and restructuring exercises with the focus of the business in the
People’s Republic of China, Singapore and Australia.

Mr. Yau currently sits on the board of HLT Global Berhad as the Non-Independent Non-Executive Director. He also
serves as a director in several private limited companies.

He attended all four (4) Board meetings held during the FYE 2025.
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BOARD OF DIRECTORS’ PROFILE
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CHIA WENG LOCK

Non-Independent Non-Executive Director

Malaysian | Male | Aged 62

CHIA WENG LOCK (“Mr. Chia”) was appointed to the Board on 30 April 2020 as an Executive Vice President and
re-designated as the Non-Independent Non-Executive Director on 1 November 2022.

Mr. Chia earned a Diploma in Computing and graduated from Tunku Abdul Rahman College in 1983.

Mr. Chia started his career in the Information Technology field in May 1985 and has served more than 33 years with
The Dow Chemical Company, a Fortune-500 company, headquartered in the US and served for various business
and functional roles. He has played an important role in carrying out Dow’s strategy to grow its market-driven

portfolio businesses in partnership with its customers.

Mr. Chia is the controlling shareholder and Director of CWL Ventures Sdn. Bhd., a substantial shareholder of the
Company.

He attended all four (4) Board meetings held during the FYE 2025.
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YAP EE SEONG

Independent Non-Executive Director

Malaysian | Male | Aged 58

YAP EE SEONG (“Mr. Yap”) was appointed to the Board on 3 August 2020 as an Independent Non-Executive
Director.

Mr. Yap is a Chartered Accountant registered with the Malaysian Institute of Accountants and a Certified Practising
Accountant, Australia.

He has more than 31 years of experience in audit, tax, financial, operational and administration experience in
trading, manufacturing, engineering, credit and charge cards, property development, property investment,
hospitality, oil and gas supply & services industries.

He started his career in a public accounting firm, Coopers and Lybrand (now known as PriceWaterhouseCoopers).
He then served for 18 years within Johan Holdings Berhad before joining Propel Global Berhad (formerly known
as Daya Materials Berhad) (“PGB Group”). He joined as the Acting Chief Financial Officer (“CFO”) of PGB Group in
August 2015, promoted to be the CFO in January 2016. In May 2018, he has been re-designated as an Executive
Vice President (EVP) of Infrastructure and Energy Division of PGB Group.

He attended all four (4) Board meetings held during the FYE 2025.
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BOARD OF DIRECTORS’ PROFILE
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WONG YAU MIN

Non-Independent Non-Executive Director

Malaysian | Male | Aged 33

WONG YAU MIN (“Mr. Wong”) was appointed to the Board on 30 September 2022 as Non-Independent and Non-
Executive Director.

Mr. Wong pursued his tertiary studies at Curtin University in Perth, Australia beginning with an Advance Diploma in
Civil Engineering and graduating with a Bachelor degree in Applied Science (Construction Management) in 2019.

Mr. Wong developed his interests and knowledges in buildings and constructions field by helping in the family’s
construction business i.e., Sing Foong Niap Engineering Sdn. Bhd. (“Sing Foong Niap”). Upon graduation in 2020,
he joined Sing Foong Niap as the Project Engineer and later was promoted to Operations Manager in 2022.

He currently oversees a multi-million project for the construction of the largest paper mill factory in Malaysia with a
land size area of 300 acres located in Banting. On 23 June 2021, he was appointed as a Director of LE Plantation
Sdn. Bhd. (“LEP”), overseeing plantation projects in Perak and Kelantan and he is also a shareholder of LEP.

Mr. Wong is the son of Datuk Wong Sak Kuan, a Non-Independent Non-Executive Director / Vice Chairman and
major shareholder of the Company.

He attended all four (4) Board meetings held during the FYE 2025.

Notes: -

1. Save as disclosed above, none of the Directors have family relationship with other Directors and/or major
shareholders of the Company.

2. None of the Directors have any conflict of interests or potential conflict of interest, including interest in any
competing business with the Company or its subsidiaries except the recurrent related party transactions
disclosed in the Circular to Shareholders dated 30 January 2026.

3. None of the Directors have been convicted of any offences in the past five (5) years or been imposed with
any public sanction or penalty by relevant regulatory bodies during the financial year ended 30 September
2025, other than for traffic offences (if any).

4. Save as disclosed above, none of the Directors hold any other directorship in public companies and listed
issues.



KEY SENIOR MANAGEMENT’S
PROFILE

WONG YU PERNG

Deputy General Manager

Malaysian | Male | Aged 32

Wong Yu Perng is the Deputy General Manager of Lotus KFM Berhad (“Lotus” or “the Company”).

He obtained his Degree in International Business Management from Asia Pacific University of Technology &
Innovation in 2016. After that, he pursued his Master in International Business Management at the University of
Tasmania in Australia and graduated in 2018.

He started his first job in Lotus as a sales executive. After that, he has promoted to the Head of Purchasing
Department. In 2020, he enrolled the Occupational Safety and Health Coordinator to implement a safer workplace
around the Flour Mills. Due to his outstanding leadership skills and performance, he was further promoted as
Operation Manager in December 2020 by managing and take care of the daily operation of the operation of Flour
Mills. Subsequently, he was promoted to Deputy General Manager in January 2022.

He is also a Non-Independent Non-Executive Director of Lotus Circular Berhad.

NG YOKE YEUN

Accounts Manager

Malaysian | Female | Aged 39

Ng Yoke Yeun is the Accounts Manager of Lotus. She obtained her Advanced Diploma in Financial Accounting in
2008 from Tunku Abdul Rahman College. She is a member of the Association of Chartered Certified Accountants
(“ACCA”) and Malaysia Institute of Accountants (“MIA”) since 2015. She started her career with a small accounting
firm since year 2008 followed by an international medium accounting firm, Ecovis AHL PLT, where she was involved
in statutory audit of companies in various industries. In September 2016, she joined Lotus Essential Sdn. Bhd. and
transferred to Lotus as an Accountant in December 2019. She is primarily responsible for the accounting functions
of the Group. In December 2021, she was promoted to Accounts Manager.

Notes:-

1. Saveasdisclosed above, none of the key senior management have any other directorship in public companies
and listed issuers.

2. None of the key senior management have any family relationship with any Directors and/or major shareholders
of the Company except for the following: -
e Mr. Wong Yu Perng is the son of Datuk Wong Sak Kuan, a Non-Independent Non-Executive Director /
Vice Chairman and major shareholder of the Company.

3. None of the key senior management have any conflict of interest or potential conflict of interest, including
interest in any competing business with the Company or its subsidiaries.

4.  None of the key senior management personnel have been convicted of any offence in the past five (5) years
or been imposed on any public sanction or penalty by relevant regulatory bodies during the financial year
ended 30 September 2025, other than traffic offence (if any).
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SUSTAINABILITY
STATEMENT

SUSTAINABILITY
= STATEMENT 2025

Lotus KFM Berhad (“Lotus” or “the Group”) presents this Sustainability Statement (or “the Statement”) to provide an
account of its economic, environmental, social, and governance (EESG) performance for the fnanmal year ending
30 September 2025.

This Statement has been prepared in compliance with Bursa Malaysia’s Sustainability Reporting Guidelines, while
referencing the United Nations Sustainable Development Goals (UNSDGs) to ensure alignment with recognised
reporting standards. The information disclosed reflects the Group’s key sustainability matters, ongoing initiatives,
and areas of focus that are most relevant to its operations and stakeholders.

Although the Statement has not undergone external assurance, it has been internally reviewed and endorsed by the
Group’s Sustainability Steering Committee (SSC) to support the accuracy and reliability of the disclosures. A
consolidated performance table, generated from Bursa Malaysia’s Centralised Sustainability Intelligence
(CSI) Platform, is included at the end of this Statement to provide readers with a summarised view of Lotus’ EESG
performance for the reporting year.

Scope of Reporting

This Statement covers the activities of Lotus and its subsidiaries for the financial year ended 30 September 2025
(FYE 2025). While the Group consists of nine entities, this year’'s statement focuses on two entities: Lotus KFM
Berhad and KFM Marketing Sdn Bhd.

These subsidiaries have been selected as their operational activities have the most
impact on the overall Group of Lotus. Furthermore, the Group’s corporate office is
based in Putrajaya, while its flour milling operations are located in Kuantan.
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ABOUT Us

Lotus KFM Berhad

Lotus KFM Berhad is the Group’s main operating
company, generating revenue through two key
business lines: flour milling and the trading of tapioca
and corn starch.

KFM Marketing Sdn Bhd

KFM Marketing Sdn Bhd operates mainly in trading.

Its activities centre on the distribution of industrial-

related products, primarily caustic soda and flour.
The Group’s flour mill in Kuantan serves as the core

production facility, with output focused on producing
consistent, high-quality flour for both industrial and
consumer use. Among the product range, Wau Green
‘N’ Flour and Industrial Flour are notable contributors
to sales.

Unlike other subsidiaries, KFM Marketing Sdn Bhd
does not maintain physical production facilities; its
operations are trading-based and managed without a
dedicated site.

Lotus Sustainability Governance Structure

Lotus’ sustainability governance structure is designed to provide clear oversight, strategic direction, and effective
implementation of initiatives. Responsibilities are distributed across different levels of the organisation to ensure both long-
term priorities and day-to-day practices are addressed.

Board of Directors (BOD)

Sustainability Steering Committee (SSC)

Executive Director Deputy General Manager

Operation Manager
Marketing Manager

Account Manager

Figure 1: Sustainability Governance Structure

Board of Directors

(BOD)

Oversees the development of Lotus’
sustainability = strategies and key
initiatives. The Board of Directors
has the final say on the Group’s
overall sustainability direction and
sets relevant goals or targets for the
company.

Sustainability Steering
Committee (SSC)

Manages the implementation of
sustainability initiatives and policies.
The SSC’s main role involves
planning and evaluating company
strategies with company resources in
mind to ensure the goals set by the
BOD are pursued.

Sustainability Working Group
(SWG)

Executes and implements the
policies and practices decided on by
the BOD and the SSC. The SWG is
responsible for the day-to-day
execution of sustainability initiatives.
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KEY STAKEHOLDER ENGAGEMENT

Lotus maintains open channels of communication with our stakeholder groups. Engagement with stakeholders is
tailored based on relevance, purpose, and the nature of ongoing interactions, with some stakeholders engaged more
regularly. The detailed method and frequency of engagement for each stakeholder group is listed in greater detail below.

Frequency Methods of Engagement Areas of Interest
Annually allicoeRinicetng * Financial Performance and Position
.a. Ehenct Reaulis * Company Growth and Outlook
20 (CIENLE Announcements/Reports * Company Strategic Direction
* Risk Management
Investors Briefings and Roadshows * Ethical and Responsible Business
Shareholders As Needed -
o Practices
Materiality Survey
*\#* Customer Satisfaction Surveys * Product or Service Quality
e®e } ¢ Customer Service
age Customer Feedback / Complaints « Support and Problem Resolution
As Needed . . .
Meetings * Customer Satisfaction / Reviews
Customers ¢ Ethical Sourcing
Materiality Survey * Supply Chain Transparency
Annually Meetings
- - * Regulatory Reporting and Compliance
a Regulgtqry Reporting and Compliance * Rules and Regulation Update
Submissions ¢ Corporate Governance
Annolncements ¢ Participation in Government Initiatives
Regulatory &  Ag Needed * Ethical and Responsible Business
Certification Programmes/Events organised by Practices
Bodies Regulators & Government Authorities * Adherence to Labour Laws and Safety
Standards
Materiality Survey
= Meetings * Vendors / Suppliers Relationship
|-. . ] ¢ Supply Chain Management
1 Workshops & Training Sessions » Quality Assurance
As Needed . . .
Audits & Assessments Strategic Partnership
Vendors & S .
Suppliers ¢ Communication and Collaboration
PP Materiality Survey ¢ Sustainable and Ethical Practices
Annually Employee Feedback Surveys
Employee Engagement Activities * Workplace Safety and Wellbeing
() ] Internal Newsletter & Platform * Training and Career Development
¢ Diversity
.‘ Meetings * Labour Practices and Standards
Emplovees As Needed * Recognition and Rewards
ploy Townhalls e Human RIghtS
Training & Development Programs * Performance Management
Materiality Survey
Strategic Planning Sessions
2 Monthly * Financial Performance and Position
™y r 3 * . .
.'H'. Performance Reviews and Audits * Corporate Strategy and Growth Plans
et Quarterly Board Meetings * Accountability and Governance
Board of ¢ Ethical and Responsible Business
.oa o Annually Annual General Meeting Practices
Directors i
* Risk Management
As Needed Materiality Survey
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MATERIALITY ASSESSMENT,
METHODOLOGY, & ANALYSIS

In the previous year’s Sustainability Statement, Lotus conducted its first Materiality Assessment.

Following discussions with the Sustainability Steering Committee (SSC) and the Sustainability Working Group (SWG),
twelve (12) sustainability matters were identified as most material to the Group. These were then prioritised based on

feedback gathered through the materiality survey.

The assessment was carried out during FYE 2024 with reference to Bursa Malaysia’s Sustainability Reporting Guide
(3rd Edition). This year, we reviewed our material matters and deemed them to still be relevant. We will be conducting a
refreshed Materiality Assessment every 3 years or when there is a change in business direction. This is to ensure our

Sustainability Matters are reflective of our business.

IDENTIFICATION

We reviewed internally which sustainability matters were the most relevant to the
company and ensured we had included the sustainability matters recommended by
Bursa Malaysia's Sustainability Reporting Guide (3™ Edition).

When identifying sustainability matters, we also considered their short and long-term
impact on Lotus’ business and operations.

PRIORITISATION

After identifying key internal and external stakeholders, we sent materiality surveys for
their input on our identified sustainability matters. A separate survey was also sent to
Lotus’ senior management to assess the Group’s perspective separately. The following
was assessed in the surveys:

* The significance of the impact of each sustainability matter.

®* The influence of each sustainability matter on the assessment and decisions of the
stakeholders.

® The prioritisation of stakeholder groups (by Lotus Management Team only).

APPROVAL

From our results gathered, we processed the data to create a visualised Materiality
Matrix.

This Materiality Matrix was approved by the SSC, SWG, and the BOD separately. The
finalised and approved Materiality Matrix is shown on the following page.
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MATERIALITY MATRIX

Following the process of the Materiality Assessment & Analysis, a Materiality Matrix was created. The following Matrix is
a visual showcase of how Lotus stakeholders prioritised the identified sustainability matters.

The closer a material matter is plotted to the top-right corner of the matrix, the higher priority it is to the Group and its
stakeholders. We have included a zoomed-in Materiality Matrix below and have categorised the sustainability matters
according to the EESG pillars to clearly show which matters have been prioritised.

Customer Health & Safety/Product Responsibility and Health & Safety were identified as the top two material
sustainability matters, reflecting both their significant impact on the Group’s overall EESG performance and their strong
influence on stakeholder assessments and decision-making.

100%

Health & Safety
95%

Supply Chain Management

90%
Labour Practices & Standards

85% Data Privacy & Security

Community / Society \ﬂl - Customer Health & Safety /
[] Product Responsibility
80% o A\
Anti-Corruption

w "’\
R — ~ Water Management
75% Diversity
Energy Management
70% Waste Management

Emissions Management

J

65%

Overall Influence on Stakeholder Assessments and Decisions (%)

60%
60% 65% 70% 75% 80% 85% 90% 95% 100%

Significance of Group's Economic, Environmental, and Social Impacts (%)

Figure 2: Materiality Matrix (Zoomed In)
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ECONOMIC

As a business engaged in flour milling and the trading of starch products, Lotus operates in sectors that are closely
tied to everyday consumer needs. Financial performance is therefore not only influenced by market conditions but
also how the Group influences and contributes to the local and international economy. This is inclusive of both
upstream and downstream stakeholders in our value chain.

In this section, we discuss three sustainability matters of importance to the Group: Customer Health & Safety /
Product Responsibility, Quality Products, and Supply Chain Management. Together, these areas highlight the
intersection between economic performance, stakeholder expectations, and long-term business resilience.

@ Customer Health & Safety / ‘ii Supply Chain Management

Product Responsibility

For Lotus, supplying staple food products means that The reliability of Lotus’ supply chain affects the
safety and quality are directly tied to customer well- availability, cost, and quality of its core products.
being. Meeting regulatory standards and safeguarding Effective = management supports continuity and
product integrity are critical to maintaining market competitiveness, while the Group also strives to
access and stakeholder confidence. This matter is purchase from local suppliers as far as possible. This

therefore central to both operational performance and
consumer trust.

Why It Matters:

Top notch product safety and quality helps maintain
customer trust and safeguards the Group’s reputation in
essential consumer markets.

matter shapes the Group’s ability to deliver consistent
value to customers and business partners.

Why It Matters:

Strong supply chain practices reduce business risks,
maintain operational continuity, and supports long-term
commercial resilience.

o Quality Products

For Lotus, product quality is directly linked to reputation,
customer satisfaction, and long-term market presence.
Consistency in meeting quality standards also supports
compliance and reinforces trust in the Group’s role as a
supplier of staple food products.

Why It Matters:

Quality control supports reliable production, reduces
operational risks, and reinforces trust in Lotus’ role
within the flour and starch market.
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@ Customer Health & Safety / Product Responsibility

As Lotus is a producer of staple food products, we operate in a sector where customer health and safety are directly
linked to product responsibility. The way products are assessed, monitored, and managed has implications for
regulatory compliance, consumer trust, and the Group’s market presence.

To measure outcomes in this area, Lotus tracks the percentage of product categories assessed for health and safety
improvements, the number of non-compliance incidents, and any product recalls issued. These indicators provide
visibility into how the Group manages risks, maintains standards, and safeguards consumer well-being.

Product Recalls & Cases of Non-Compliance

Quality Assurance Initiatives

A product recall is required when items in the market
are found to be unsafe or contaminated, and
avoiding such incidents reflects the effectiveness of
the Group’s quality and safety controls.

Lotus has recorded zero product recalls over the
past three financial years.

Over the same period, the Group also recorded zero
cases of non-compliance with health and safety
regulations or voluntary codes. Regular
engagements with regulators and certification bodies,
including annual reviews, help the Group stay
aligned with evolving standards and requirements.

The initiatives and practices outlined below reflect Lotus’ systematic approach to risk management and quality
assurance, embedding safety considerations throughout its operations.

Control of Monitoring, Measurement & Cleaning
Processes (LKFMB PO7): This procedure sets the
standards for monitoring, measuring, and cleaning
activities to ensure consistent product quality and
hygiene.

Hazard Analysis Critical Control Points (HACCP):
HACCP principles are applied to identify potential
hazards and establish controls at critical stages of
production to strengthen food safety.

Cleaning Programme: A structured cleaning
schedule ensures production areas and equipment
are maintained in hygienic condition to minimise
contamination risks.

Training Programmes: Employees receive training
on quality control, food safety, and operational
procedures to maintain competency and adherence
to standards.

Regular Internal Quality Audits: Periodic internal
audits assess compliance with the quality
management system and support continuous
operational improvement.

Product Identification & Traceability
Programmes: Traceability systems enable products
to be tracked throughout the production cycle to
quickly address quality issues if they arise.

Regular Physical and Chemical Testing: Daily
and annual physical and chemical tests verify that
raw materials and finished products meet required
specifications.

Regular  Microbiological = Testing:  Annual
microbiological testing evaluates the safety and
hygiene of products and production environments.

Regulatory Compliance: Lotus stays up to date
with the following regulations and certifications:

o 180 22000:2018 Certification
(Food Safety Management)

o 1S0O9001:2015 Certification
(Quality Management)

O Halal Cert — Starch & Wheat Flour
SIRIM QAS Certification
O MeSTI Certification

o
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®»®»» Supply Chain Management

Lotus’ ability to deliver staple food products consistently depends on the strength and reliability of its supply chains.
The way suppliers are engaged influences not only product availability and cost but also the overall resilience of
operations.

To track performance in this area, the Group monitors key indicators such as the proportion of spending on local
suppliers, the percentage of suppliers reviewed annually, and the number of new suppliers onboarded. These
measures provide insights into how Lotus balances supplier diversity, local sourcing, and risk management in its
supply network.

Proportion of spending on local suppliers
4.23% 0.91% 15.44%

‘2023 ’@ 2024 @ 2025
95.77% 99.09% 84.56%

N Local International
Figure 3: Lotus’ Spending Distribution

Lotus continues to source the majority of its inputs from local suppliers, except for key raw materials such as wheat,
which is primarily imported from Australia and Canada. The Group sources another one of its key raw materials,
starch, from local suppliers.

In 2025, Lotus’ supplier base experienced a slight shift, with the introduction of new overseas starch suppliers from
Thailand and Vietnam. As a result, the overall proportion of spending on local suppliers (85.56%) reflects a moderate
decrease compared to the previous year. Meanwhile, wheat grain purchases remained consistent in sourcing location
but recorded a reduction in purchase volume, in line with lower flour sales and demand.

Lotus’ procurement process ensures that all suppliers meet the Group’s standards for quality, safety, and operational
integrity. Potential vendors are assessed through a structured evaluation framework, undergo quality assurance
testing, and are only added to the Approved Vendor List (AVL) once fully qualified. This process supports consistent
product quality and a reliable, compliant supply chain.

Vendor Selection Quality Assurance Approved Vendor List
Form Evaluation (QA) Testing (AVL) Registration

E/B NS SO

Vendor Identification Pre-Qualification Vendor Approval
| Registration Review Decision

Figure 4: Lotus’ Procurement Process



