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The Chief Executive Officer

Minority Shareholders Watch Group

Level 23, Unit 23-2 Menara AlA Sentral,

No. 30, Jalan Sultan Ismail,

50250 Kuala Lumpur BY EMAIL

Attention: Dr. Ismet Yusoff

Dear Sir,

45" Annual General Meeting of Seremban Engineering Berhad (“SEB”) on 12
December 2024.

We refer to your letter dated 6 December 2024. Kindly find your issues raised in the
interest of minority shareholders and all other stakeholders of SEB and our management
replied hereunder.

Operational & Financial Matters

1. The Against a higher revenue of RM294.98 million in FY2024 (FY2023: RM274.82
million), SEB’s net profit declined by 33.54% y-o0-y to RM3.07 million from
RM4.62 million in the preceding year.

The increase in revenue was primarily driven by higher revenue recognition from
construction-related projects, while the lower profit was due to escalating project
financing costs (page 28 of AR 2024). Accordingly, the net profit margin (NPM)
declined to 1.04%, compared to 1.68% in the year before.

SEB has been grappling with declining profit margins in the past few years. The
NPM declined from 4.46% in FY2020 to 1.04% in FY2024, notwithstanding a sharp
rise in revenue from RM73.08 million to RM294.98 million (page 1 of AR2024).

The growing revenue did not trickle down to improved profitability. Onthe contrary,
the NPM is declining as the Group carries out more work.



What are the primary causes of the declining profit margin?

The primary cause of the declining profit margin is mainly due to increase of
project financing cost

Is the low NPM an industry norm?

Not industrial norm, but rather depending on project nature and the prevailing
marketing conditions. '

Based on the principal products and services (page 27 of AR2024), which
segment carries better profitability compared to others?

Usually fabrication segment may offer higher gross project margin with
smaller contract value. However it is still depending on project nature and the
prevailing market conditions.

Consequently, how does the Group tackle the issue of an extremely low profit
margin?

The Group is actively expanding the customers base to increase sources of
revenue as well as cost optimization on fixed overhead cost including
manpower streamlining and other resources planning to improve the profit
margin.

. Referring to the Group’s principal products and services stated on page 27 of
AR2024

a) What was the revenue contribution of each respective segment to the Group?
Which is the largest revenue contributor and the percentage of it?

54% of revenue was from electrical & electronic industries. 38% revenue was
from Oil & Gas, food, palm oil and property development industries while
remaining 8 % was from machinery & engineering services, chemical and
others industries. The largest revenue contributor is electrical & electronic
industries contributing 54% of the total revenue.

b) What is the Group’s total outstanding order book? How long will the order book
last if not replenished with new contracts? What is the total bid submitted by
the Group in FY2024 and the probable success rate?

It is always company’s policy not to disclose order book information publicly
due to its nature of confidentiality and sensitivity. The bid in submission is on
going process throughout the year. Owing to the various nature of projects



and industries, the success rates varies from time to time depending on the
prevailing market conditions.

3. Toensure production activities are carried out efficiently and effectively, the Group
is committed to investing in new machinery and equipment to automate the
fabrication lines (page 28 of AR 2024).

What is the Group’s current state of automation, i.e., the percentage of processes
automated? Ideally, what is the level of automation SEB wishes to see in its plant?
How much does the Group plan to invest in automating processes?

The Group’s current automated process is approximately 30% and the ideal
level of automation is aiming at approximately 50%. Currently, the plant has
sufficient automated machineries and the company will consider further
investment only if there is future project requirements.

4. SEB’s collaboration with MIE Group (a.k.a MIE Industrial Sdn Bhd, SEB’s ultimate
holding company with a 69.715% stake) has enabled it to successfully undertake
projects including civil construction and structural and architectural works for
various industries like food, glove, and oil & gas. This expansioninto diverse sectors
demonstrates a proactive approach to growth and diversification towards
economic sustainability of the Company (page 28 of AR 2024).

a) How is the collaboration with MIE Group carried out i.e., the scope of work to
be undertaken by each party, segregation of duties? Will there be competition
between SEB and MIE Group for contracts or projects?

The collaboration is through Group Synergy whereby MIE Group usually
undertakes  engineering, project management, electrical and
instrumentation projects whereas SEB is involved on civil & structural
construction, mechanical and piping works. There is no competition
between SEB and MIE Group as any project secured within the Group will
be managed through Group Synergy collaboration as mentioned above.

b) Is the Group not upskilling or perfecting its skill sets so that gradually it can
undertake more projects without collaboration with any partner?

Yes, upskilling on project team for civil & construction segment is always
an on-going exercise for the group. However, the Group is still capitalizing
on MIE Group’s expertise and maximizing cost optimization via Group
Synergy for better cost control and monitoring.



5. Apart from the ultimate holding company (MIE Industrial), which contributed
approximately 58% or RM171.051 million of the Group's FY2024 revenue,

Customers B and C contributed RM48.436 million and RM32.998 million to SEB’s

revenue respectively.

The total revenue from the three customers amounted to RM252.485 million or

85.6% of the Group’s FY2024 revenue (page 101 of AR 2024).

a) Who are customers B and C? If the Company is unable to disclose the names
of these customers, please illustrate their business activities and the nature of

their businesses.

Customer B is from property development industry and Customer C is from

food industry.

b) The revenue contribution from the three customers indicates a high customer
concentration risk and a high concentration credit risk (which constituted 83%

of its trade receivables as of FY2024, page 107 of AR2024).

While synergy with MIE Industrial is beneficial, this also poses significant risks

to SEB. As SEB carries out more work for MIE Industrial, it is increasingly
exposed to the credit risks associated with the latter. In short, any financial
setbackin the holding company could jeopardise SEB’s financial health.

How does the Group mitigate such a risk?

While the group is progressively adopting its strategies to diversify into
different industries and expanding its customer base to reduce over reliance
on a particular customer, the exposure on credit risk associated with MIE
projects undertaken by SEB is not significant as majority of their clients are

reputable with good payments track records.

6. Asof30June 2024, SEB’s short-term borrowings increased to RM63.18 millionfrom
RM58.74 million in the previous year (page 91, Note 16 — Borrowings, AR2024). The
increase in short-term borrowings was due to bank overdrafts of RM4.62 million

(FY2023: nil).

a) Generally, bank overdrafts charge higher interest rates compared to other
financing options such as term loans. What is the interest rate charged by
utilising bank overdrafts? What are the objectives behind borrowing more
through bank overdrafts instead of term loans?



The interest rate charged was 6.82 % per annum for FY2024. The reason for
using overdraft was to cover short term commitment that allowed flexibility to
repay with incoming collection. Term loan on the other hand is more
applicable to finance long term financial commitment with fixed repayment

schedule e.g. capital investment etc.

b) Meanwhile, financial liabilities matured within one year increased by 21.15% to
RM135.99 million from RM112.25 million previously (page 114, Note 31.1 (c) -
Liguidity Risk, AR2024).

Please comment on the liquidity condition and ability to meet short-term
liabilities.

Currently, the Group liquidity condition is operated within credit facilities limit
but remains challenging. However, we had adopted more stringent credit
control with weekly collection monitoring to improve collection. In additional,
we also expedite billing process from contract assets to trade receivables

upon achieving the project milestones.

Sustainability Matters

1s

Due to the increasing unreliability of the electricity grid arising from climate
change, SEB is looking at the feasibility of capital investments such as the
installation of solar panels across its operations to diversify its energy sources as
well as incorporating renewable energy to reduce its carbon footprint. (page 10 of

AR 2024)

When will the feasibility study be completed? Additionally, when does the Group
expect to incorporate renewable energy into its source of energy consumption?

There was no formal feasibility study being performed in this respect,
therefore, no formal timeline on this matter. For now, this involves informal
consideration by management on the feasibility of energy diversification
initiatives. This consideration would be including assessment of exposure to
power disruption and increase in energy consumption to our business, our
own financial performance and efficacy of government policies in encouraging
transition into renewable energy.



2. The Group has yet to establish an emissions management framework. Therefore,
it does not have any targets or decarbonisation roadmaps (page 10 of AR2024).

What are the challenges/issues faced by the Group in planning to establish an
emissions management framework? When does it expect to establish the
framework?

As of now, there is no plans to establish an emission management framework
with respect to decarbonization/transition to low carbon emission by SEB for
the foreseeable future.

Some of the key challenges with respect to this are:

. Inherent Nature of our business which continues to be energy-
intensive, in a highly competitive and cost-sensitive environment. Therefore,
our ability to reduce energy consumption is limited as we strive to meet
customer needs

. High reliance on parties on which we have little influence - We continue
to rely on TNB's ability to achieve its renewable energy targets in reducing our
emissions arising from consuming electricity from the grid,

. High reliance on the efficacy of government policy in moving Malaysia
to a low-carbon economy which is at a nascent stage. E.g. government
incentives to encourage widespread adoption of electric vehicle (EV) or hybrid
vehicle or implementation of biofuel mandate for petrol.

. Our financial ability to undertake significant upfront investment in
reducing emissions is limited as we continue to face highly competitive
business environments which are highly cost sensitive. Therefore, we are
unable to demonstrate sufficient cost benefit for any significant green
initiative.

Given this myriad challenges and impediments — The Company will assess our
position when reporting TCFD according to the timeline guided by Bursa.

3. Reducing waste diverted from disposal is also an important aspect of waste
management. As such, SEB has adopted the 4Rs approach - Reduce, Reuse,
Recycle, and Recover across its operations to reduce the reliance on landfills
which have run-off effects on the surrounding environment (page 13 of AR2024).

a) Whilst it is commendable that the Group has adopted the 4Rs approach, is the
Group able to produce comparable year-to-year data on the waste processed
under each of the 4Rs?

We take note and will consider providing these data for the coming year.

b) For the reporting year, the Group managed to divert 282 tonnes of waste
consisting solely of metal scraps. Is the Group able to recover some value from
the scraps? Is such income considerable?



The Group sold the metal scrap amounting to RM 851,153 for FYE 30 June
2024 (page 93 of AR2024).

Corporate Governance Matters

1.

MrWong Wai Hung, the Chief Executive Officer (CEO) cum Executive Director also
serves as an independent Non-Executive Director (INED) of Homeritz Corporation
Berhad, another public listed company (page 31 of AR2024).

Considering that Mr Wong is a full-time employee of SEB, and is expected to
devote significant efforts to drive the Company’s performance, would the
directorship in another PLC affect his commitment to SEB? What is the view of the
Nomination Committee in terms of his time commitment?

The 2 companies having different year ends whereby his time can be
allocated efficiently without much issues. His role as SEB’s CEO is on full time
basis with total commitment on managing the Company’s business,
overseeing Company’s operation matters and attending to all SEB'’s board
and committees’ meetings.

Meanwhile, his roles and responsibilities as independent Non-Executive
Director (INED) in Homeritz Corporation mainly focus on providing oversight
objectively and independently on company’s strategy, risk, compliance,
governance and performance by attending quarterly board meetings and
AGM.

Nevertheless, the Nomination Committee will access and evaluate his time
commitment from time to time for the best interest of SEB.

Please feel free to contact our Company Secretary should you require further clarification.

Thank you.

Yours faithfully,
Seremban Engineering Berhad

WongWai I—Grg(

Chief Executive Officer



SEREMBAN ENGINEERING BERHAD

Annexure 3-B: SUMMARY OF QUESTIONS AND ANSWERS OF THE FORTY-FIFTH ANNUAL GENERAL
MEETING (“45TH AGM”) OF THE COMPANY CONDUCTED IN A FULLY VIRTUAL MANNER THROUGH LIVE
STREAMING VIA THE REMOTE PARTICIPATION AND VOTING FACILITIES PROVIDED BY TRICOR INVESTOR
& ISSUING HOUSE SERVICES SDN. BHD. AT ITS TIIH ONLINE WEBSITE AT HTTPS://TIIH.ONLINE AT THE
BROADCAST VENUE LOCATED AT WISMA MIE, LEVEL 10, NO. 2, JALAN INDUSTRI PBP 2, TAMAN
INDUSTRI PUSAT BANDAR PUCHONG, 47160 PUCHONG, SELANGOR, MALAYSIA ON THURSDAY, 12
DECEMBER 2024 AT 10.00 A.M.

Questions:

1. (a) May | know what is the Company’s future outlook?
(b) Will the Board consider giving door gift such as e-voucher or top-up for e-wallets for those
participating in this AGM as a token of appreciation? (Mr. Lau Chuan Hooi)

(a) The Group anticipates the operating environment continues to be challenging in the coming
quarters with the persistent external business risks and escalation of geopolitical conflicts.

Against this backdrop, the Group will remain focused on exploring and broadening its customers
base and products in improving its order books intake in offering civil construction, structural
steel, piping and architectural works for projects and pressure vessel fabrication as well as

operational and resources streamlining to mitigate any adverse impact.

Barring any unforeseen circumstances, the Group targets for improved performance in the
remaining quarters for the financial year.

(b) No e-voucher to be given this year.

2. Can the Company consider doing a hybrid meeting (physical + virtual) in 2025 to enable more
participation? (Mr. Kow Lih Shi)

We will conduct physical meeting in 2025.

END OF DOCUMENT




