16 October 2024

BADAN PENGAWAS PEMEGANG SAHAM MINORITI BERHAD
Level 23, Unit 23-2, Menara AlA Sentral

No. 30, Jalan Sultan Ismail

50250 Kuala Lumpur

Attention: Dr. Ismet Yusoff
Chief Executive Officer

Dear Sir/Madam,

Re: 21° Annual General Meeting (“AGM”) of Kein Hing International Berhad (“KHIB”
or “the Company” or “the Group”) to be held on Wednesday, 16 October 2024

With reference to your letter dated 10 October 2024, we are pleased to answer the points you
have raised in the interest of minority shareholders and all other stakeholders of the Group.

Operational & Financial Matters

1. Group Revenue

The Group reported a revenue of RM298.6 million for FY2024 as compared with
RM334.9 million achieved last year, representing a decline of RM36.3 million which is
largely contributed by decrease in sales of parts used in components & devices and
home appliances (Page 21 of AR2024).

Does the Board anticipate the demand for parts used in components & devices and
home appliances to remain sluggish for the coming year?

KHIB’s reply:

The Board expects that the demand for parts used in components & devices and home
appliances should experience a growth for the financial year ending 30 April 2025.



2. Group Growth

The Group has observed steady growth in part sales to automotive customers,
increasing from RM53.5 million in FY2022 to RM81.3 million, representing 27% of
total revenue in FY2024. (Page 21 of AR2024).

(a) At the last AGM, the Company projected that automotive revenue would rise to
50% from 30% in FY2024. What were the key achievements made during the
year to achieve this goal?

(b) What is the gross profit margin range for automotive part sales compared to
parts for components, devices, and home appliances?

(c) Please provide a breakdown of the RM81.3 million in automotive part sales by
the Malaysia and Vietnam operations, respectively.

(d) What is the status of the EV-related business that was in the preliminary
discussion phase as mentioned last year?

KHIB’s reply:

(a) Investment in capital expenditure and improvement in manufacturing systems
were made during the financial year for enhancements in engineering
capabilities and technology to cater for automotive customers’ demand.

(b) The gross profit margin range for automotive part sales is 20% - 30%.

(c) The automotive part sales from Vietnam operation was approximately RM1,100
only.

(d) The Group will continue the EV-related business discussion with automotive
customers. As mentioned in last year AGM, the Group is not producing EV
driving power mechanism or any battery components, however EV cars are
using metal body parts or components produced by the Group.

3. Malaysia Operation and Vietnam Operation

In FY2024, the Group invested RM7.3 million in its Malaysia operations and RM5.9
million in its Vietham operations to enhance engineering capabilities, adopt new
technologies, and increase production capacity in preparation for new and forthcoming
customer orders over the next 1-2 years. (Pages 21 & 22 of AR2024)

(a) What are the enlarged production capacities and the utilisation rates for the
Malaysia and Vietnam factories, respectively, in FY2024?

(b) The Group identified dependency on foreign workers as a key risk. (Page 22 of
AR2024) What percentage of manufacturing processes are currently automated?

KHIB’s reply:

(a) For Malaysia operation, the capital expenditure invested was mainly for
enhancements in engineering capabilities and technology and upgrading of old
machines to stay competitive. The utilization rates for Malaysia factories were
approximately 70%-80% in FY2024. Whereas, for Vietnam operations, the
increase in production capacities and the utilization rates for factories were
approximately 5% and 60%-70% respectively in FY2024.



4.

(b) The percentage of manufacturing processes that are currently automated is
about 40%-50% in view of the nature of metal stamping business.

Impact of Minimum Wage on Vietnam Operation

Vietnam’s minimum wage will increase by 6% starting July 1, 2024. (Source:
https://www.ecovis.com/global/minimum-wage-vietham-6-increase-from-1-july-2024/)

(2) What is the estimated impact on the Group'’s overall profit margins for FY2025
given the minimum wage increases in Vietnam?

(b) Can the Group pass on this increased cost, or at least a portion of it, to its
customers?

KHIB’s reply:

(a) The direct impact is minimal as generally employees are paid above the
minimum wage. However, the Group will continue to assess the overall
inflationary effect as a consequence of the increase in minimum wage for the
current financial year.

(b) The Group will balance the increase in production costs and customers’
expectation in line with the trend of supply and demand in the industry.

Sustainability Matters

1.

Vietnam Operation in the Group’s ESG reporting

The scope of the sustainability statement excludes the Vietnam operation, even though
it has adhered to best practices as outlined by its MNC customers, passed customer
audits and reviews, and remains a registered supplier in their global supply chains
during the financial year. (Page 24 of AR2024)

(a) As Vietnam operations contributed 54% of total revenue, their exclusion
diminishes the representativeness of the sustainability statement for the Group
as a whole. When does the Group plan to include Vietnam operations in its ESG
reporting?

KHIB’s reply:

The Group will focus on Malaysia operation for these 3 years, and will plan to include
Vietnam operation in its ESG reporting for the financial year ending 30 April 2027.

Woaste Management and Emissions Management

The Group acknowledges that GHG emissions contribute to climate change, and proper
waste management should be implemented to mitigate environmental impacts. It
intends to disclose the remaining two Common Sustainability Matters namely Waste
Management and Emissions Management in FY2025. (Page 36 of AR2024)


https://www.ecovis.com/global/minimum-wage-vietnam-6-increase-from-1-july-2024/

(a) What progress has been made in collecting GHG emissions data, particularly
regarding Scope 1 and Scope 2 emissions? What challenges has the Group
encountered in gathering this data?

(b) What is the estimated annual compliance cost for reporting Waste Management
and Emissions Management?

KHIB’s reply:

(a) The Group is in the progress of collecting GHG emissions data and will engage
third party expert services for this purpose.

(b) The estimated annual compliance costs for Waste Management and Emissions
Management is approximately RM300,000 which comprise costs to be paid to
external suppliers only.

Corporate Governance Matters

1. Practice 5.9 of the Malaysian Code on Corporate Governance 2021

Since FY2023, the Company has adopted Practice 5.9 of the Malaysian Code on
Corporate Governance 2021 (MCCG) which advocates that the Board comprises at
least 30% women directors.

What benefits has the Board experienced from increased gender diversity among its
members? How has the Board’s performance been impacted by these benefits?

KHIB’s reply:

The benefits of the increased gender diversity include, among others, constructive
debates as it enables the discussion of the same ideas in differing ways. It will translate
into better decision making and performance of the Company in the long term.

We thank Minority Shareholder Watch Group (“MSWG”) for its continuing interests in our
Company and we take this opportunity to highlight that the Board of Directors of KHIB fully
supports the work of MSWG in promoting good corporate governance best practices in PLCs.

Thank you.
Yours sincerely,

For and on behalf of
KEIN HING INTERNATIONAL BERHAD

Yap Toon Choy
Group Managing Director

c.c. Company Secretary



