


Questions from Minority Shareholders Watch Group (“MSWG”)

OPERATIONAL & FINANCIAL MATTERS

1. On 19 February 2025, a routine visit was conducted to assess the feasibility of rubber
tree tapping. During the visit, Management noticed that a significant planted area of
the Estate had suffered physical damage. Having noted a discrepancy between the
latest estate report and the physical condition of the planted trees, immediate action
was taken to deploy drones for a full-scale aerial survey of the plantation. Based on the
preliminary survey, an estimated 80% of the planted Estate was damaged. Accordingly,
an amount of RM4.5 million was provided as impairment on the carrying value of the
biological assets in the current financial year (Page 3 of the Annual Report (AR) 2024).



a) Given that an estimated 80% of the Estate was damaged, how was it
not detected earlier?

How often were routine checks and physical visits conducted on the
Estate before the discovery of the damage on 19 February 2025? Were
these inspections documented?

Who was responsible for conducting and verifying them?



Management‘s Response

Based on the Company’s established operational procedures, the Estate
Manager is responsible for onsite inspection and monitoring of the Estate on a
regular basis and submit a monthly report to Management for review. A
routine physical visit is conducted once a year by Management on rotation
basis on the 15 plots of the planted area to ensure accuracy of the Estate
Manager’s reports.

The last physical visit was conducted on 27 May 2024, and no abnormalities
were noted during the inspection. Management conducted another routine
visit on 19 February 2025 to assess the feasibility of rubber tree tapping, and it
was then the damage to the sizeable, planted area was discovered.



b) In relation to the discrepancy noted between the latest estate report
and the physical condition of the planted trees, were there signs of
falsified or outdated reporting?

Management‘s Response

The plantation reports received on a monthly basis did not show any
obvious discrepancies. However, on the 19 February visit, the damage was
noted. Management lodged a police report on 20 February 2025 and on 10
March 2025 to the Muar and Endau police stations respectively, pending
further investigation into whether there was possible falsification or
outdated reporting.



c) The insurance company has been notified to assess the extent of the
damage and appropriate actions will be carried out to investigate the matter,
including the causes thereof (Page 3 of AR 2024).

i. Please brief shareholders on the status of the investigation and the cause of
the physical damage to the rubber trees.

Management‘s Response

The insurer has issued a preliminary report (letter) to the Company on its visit
and concurred with the Management’s initial findings of wildlife that caused
the substantial damage to the Estate.



Management‘s Response [cont’d]

As requested by the insurer, on 21 May 2025, Management conducted the
surviving tree counting with Block and numbering to assess the extent of
damage more accurately. However, the Estate Manager reported seeing tiger’s
footprints while conducting the tree census (photograph enclosed). To safeguard
workers’ safety, the census count was temporarily halted. Management has
lodged a report to PERHILITAN of the incident of sighting of tiger’s footprints
(letter attached).



ii. To date, has the insurance company completed its assessments? Are there
any preliminary findings or feedback from the insurer regarding liability or
claim eligibility?

Management‘s Response

The insurer has completed its initial assessment. Due to the temporary
suspension of the counting and marking of trees, and awaiting clearance from
PERHILITAN, the trees tagging and counting could not be conducted, causing a
delay to the comprehensive assessment.



iii. What is the total insured value of the affected biological assets? What is
the expected timeline for receiving any insurance compensation?

Management‘s Response

The total sum insured for the biological assets is at RM3.3 million. Due to the
suspension of tree counting, we are unable to determine with certainty the
expected timeline for receiving the compensation. Management is following
up closely with PERHILITAN for feedback before resumption of the census tree
counting.



d) What is the economic impact, such as disruption in the supply chain, long-
term profitability, etc., on the business?

Management‘s Response

As announced to Bursa in February 2025, following the discovery of severe
damage to the trees, there is no significant impact on the supply chain or the
business activities of the Group, apart from the provision for fair value loss of
RM4.5 million on the carrying amount of biological assets for the financial year
ended 31 December 2024.



2. Given that shipping costs have gone up astronomically, even with
orders book in hand at spot levels, rollovers of shipments were common,
particularly with the exorbitant shipping costs, which prompted certain
buyers of the Group to defer shipments (Page 4 of AR 2024). To what
extent have the previously deferred shipments, due to high shipping
costs, been successfully shipped in 2025?



Management‘s Response

Since the beginning of 2025, global shipping rates have gradually stabilized. At
end of May 2025, about 80% of the orders that were previously delayed due
to high freight costs have been successfully shipped. The remaining orders
have been confirmed by customers and are expected to be delivered in
Quarter 3, 2025.

The Group maintains a close rapport in communication with customers to
ensure that the remaining orders are executed as scheduled, while
continuously optimizing logistics arrangements to improve overall delivery
efficiency.



3. Profitability Margins

a) As a result of the lower revenue generated and higher operating costs,
especially in production overheads, the Group’s gross profit margin dropped
from 20% in 2023 to 14.65% in the current year (Page 6 of AR 2024).

How does the Group intend to address the depleting GPM? What is the
outlook for the GPM in 2025?



Management‘s Response

The outlook for the GPM in 2025 is challenging due to the following:

1. Prevailing uncertainties in the global business landscape, especially with
the imposition of the reciprocal tariff by the US Government;

2. Sluggish demand from the Group’s traditional market;

3. Volatility of USD against RM, especially the recent weakening of USD; and

4. Escalation of the operating costs, especially on labour.



Management‘s Response [cont’d]
To mitigate the GPM situation, the Group has implemented the
following measures to stabilize and enhance profitability:
1. Accelerate automation and intelligent manufacturing system to

reduce reliance on manpower and improve efficiency;
2. Optimize deployment and scheduling of foreign workers to

increase per capita productivity and reduce the proportion of
labour cost in production;

3. Conduct comprehensive cost audits to identify inefficient
operations and optimize resource allocation;



Management‘s Response [cont’d]

4. Establish a more refined cost control mechanism to ensure that
Management can respond quickly to cost fluctuation; and

5. Introduce new products & models with higher margins, in the
Group’s engagement with key customers.



b) To what extent will the multi-tier levy mechanism, and the proposed
contribution to the Employees’ Provident Fund by foreign workers, planned for
implementation in 2025, inevitably affect the Group’s profit margins if the costs
cannot be passed on to customers (Page 9 of AR 2024)?
Management‘s Response
Based on current foreign workforce, the additional cost from the 2% contribution to
EPF is estimated at RM1.2m to RM1.3m. As there is no announcement yet on the
multi-tier levy mechanism, we are unable to assess with precision the impact on the
Group’s profit margin. Nonetheless, it has been Management’s practice to engage
with customers on the possibility of passing on increased overheads arising from
legislation changes.



4. The Group suffered losses due to the insolvency of two (2) long standing
major customers, namely, Customer X and Customer Y, which had debts
owing to the Group amounting to RM7 million and RM1.4 million,
respectively of which these debts had been impaired (Page 4 of AR 2024),
what is the chance of recovering some of these debts?

Management‘s Response

The possibility to recover these debts is remote, given that the Group is an
unsecured creditor. Nonetheless, proof of debts and the relevant documents
have been submitted accordingly to expedite the Group’s claims for payment.



5. The US Government's recent announcement of new tariffs, including a 90-day
pause for many countries, has created significant uncertainty in international
trade. As the Group exports its products to the US market, to what extent could
the new tariffs impact the Group's business?
Management‘s Response
The new tariff has resulted in a significant impact on the Group’s business. Due
to the cost increase from the 10% tariff, some buyers have requested the Group
to share 3% to 5% of the tariff by providing trade discounts. The prevailing
uncertainty has caused some buyers to on-hold their orders, pending clearer
outcome from the engagement dialogue between the Malaysian and U.S.
authorities.



Sustainability Matters
6. Damages to Rubber Plantation
a) How does this incident affect LHIB’s sustainability focus?
Management‘s Response
The Group will review the plantation division by doing a full cost-benefit
analysis, considering the remaining 15 years of the concession and the fact
that the state government is a minority shareholder. This review would
include sustainability issues like the risks from human-wildlife conflicts and
extreme weather. Based on this, the Group will decide whether to continue,
exit the plantation, or shift to activities like reforestation or carbon offset
project, with the approval of the minority state government shareholder.



b) How will the Company ensure future resilience against such damages?

Management‘s Response

If the Group decides to continue with the plantation venture, it will focus on
planting weather-resistant trees, improving measures to prevent wildlife
damage, and protecting the land from extreme weather effects. The Company
will work closely with the government minority shareholder to manage such
risks, amongst others, and set up early warning systems, together with
adequate insurance coverage as a mitigation. These steps should help make
the plantation to be more resilient and sustainable in the future.










