
1 

 

 
LOTUS KFM BERHAD 

198401007083 (119598-P) 
(Incorporated in Malaysia) 

 
SUMMARY OF KEY MATTERS DISCUSSED AT THE THIRTY-SEVENTH ANNUAL GENERAL 
MEETING (“37th AGM”) OF LOTUS KFM BERHAD (“LOTUS” OR “THE COMPANY”) HELD 
ON MONDAY, 21 MARCH 2022 AT 3:00 P.M.  

 
REPLY TO QUESTIONS FROM THE MINORITY SHAREHOLDERS WATCH GROUP 
(“MSWG”) 
 
Mr. Chia Weng Lock, the Executive Vice President of the Company, presented to the 
Shareholders, the questions received from the MSWG along with the replies from the Board as 
summarised below: 
 
Operational & Financial Matters 
 
Q1.   The Company’s net profit declined significantly in FYE 2021 to RM2.7 million from 

RM9.9 million in FYE 2020. It attributed the weaker performance to the global 
shortage in wheat which caused prices to surge and a sharp spike in shipping costs 
owing to a container shortage. (Page 5 of AR 2021) 

 
What are the measures taken by the Company to enhance its performance for FYE 
2022 given the persistent shortage of wheat and high shipping costs? 

 
The Company’s net profit has declined significantly in FYE 2021 due to two extraordinary 
items in FYE 2020, which were the other income on waiver of liabilities amounted to 
RM4.996 million and dividend income amounted to RM3.540 million. Without including 
such other income, the net profit of the Group for FYE 2021 had nearly doubled to RM2.7 
million.  
 
The Board anticipates that the future prospects of the Flour Business will continue to be 
challenging. In this regard, the Proposed Diversification, where approval will be sought 
from the Company’s shareholders, serves to enable the Group to diversify its revenue and 
income stream so as to mitigate the risk of overdependence on its existing business. 

 
Q2. As LKFM’s main raw materials such as wheat and tapioca are fully imported from 

overseas markets and are traded in US currency, fluctuations in US/RM rates will 
have a great impact on its raw material costs and hence its financial performance. 
However, during the current financial year, the Company has purchased the 
aforesaid raw materials locally from its business collaboration partner, LOTUS. 
Hence, the aforesaid currency risk is protected. (Page 7 of AR 2021) 

 
How do the purchases of raw materials from its collaboration partner, LOTUS, 
mitigate its currency exchange risk since the collaboration partner will also be 
exposed to currency risks? 
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The collaboration partner entered into longer term contracts with its suppliers as well as 
leveraged on hedging instruments against USD to cushion the effects of currency 
fluctuations.  

 
Q3.  The Company had made acquisitions of companies involved in the forest plantation 

industry during FYE 2021 to diversify into the wood-based industry. (Page 5 of AR 
2021) 

 

(a) What was the value of the acquisitions in FYE 2021? 
 

Nil. As the acquisition only takes place in FYE 2022. 
 

 (b) What are the plans for the wood-based companies in FYE 2022 and will the 
Company extend its acquisition programme in the future? 

 
 To refer to the Company’s announcement and circular for details of the Company’s 
plan. As for any future acquisition, as stated in the circular, as and when the need 
arises, the Group will also consider replenishing its total plantation area at the right 
price by acquiring the rights of use for a suitable landbank. 

 
Q4. The Company relies on foreign labour for its milling operations. 
 

(a) What was the ratio of foreign labour to local workers in FYE 2021? 
 

The Company does not have any foreign labour. 
 
(b) As the Malaysian government has introduced stringent measures in hiring 

foreign labour, what are the measures taken by the Company to address the 
issue? 

 
The Company would prefer to have a local workforce and does not highly dependent 
on foreign labour.  

 
Corporate Governance 
 
Q1.  Practice 4.1 of the Malaysian Code of Corporate Governance (“MCCG”) stipulates 

that at least half of the Board should be made up of Independent Directors. 
 

As at the end of FYE 2021, only 3 of the 7 Company’s directors were Independent 
Directors which is only 43%. This does not comply with the Practice. 

 
Does the Company intend to apply Practice 4.1, and if yes, by when? 

 
The Board takes note of Practice 4.1 of the MCCG. Based on the current size and level of 
complexity of the Company and group’s business and operations, the Board is of the 
opinion that the current Board size with three (3) Independent Directors, though not 
forming half of the Board’s composition, amply provides the element of independence in 
the Board’s composition and conduct, in ensuring objective and effective Board decision 
making process as well as effective oversight of the management.  
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The Board will review its composition from time to time, to ensure that such a level of 
independence is not in any way compromised.  

 
QUESTIONS RAISED BY THE SHAREHOLDERS  
 
The questions raised by the shareholders and the responses provided by the Board were 
summarised below:-  

 
Q1. Will the Company eventually exit from the wheat business and concentrate on the 

plantation business? 

 
➢ The Company will continue in the wheat and flour business and at the same time 

diversify into the plantation business.  
 
Q2.  In regards to the recent Russia-Ukraine war, any impact on the Company’s supply 

source as Ukraine is a major exporter of wheat and corn, and what is the mitigation 
plan or steps to be taken to safeguard the Company? 

 
➢ The Company has various supply sources and has been importing from its alternative 

supply chain from Australia to support the Company’s routine production of flour 
before the war. 

 
Q3.  Will the Company consider the artificial starch business? 

 
➢ At this moment, the Company has not explored any portfolio in regard to the artificial 

starch business.  
 

  
 


