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Question 1

It was reported in The Edge Financial Daily on 21 April 2020 that FGV has voluntarily ceased operations

at five palm oil mills within the Sahabat region in Lahad Datu, Sabah, after police enhanced the

Movement Control Order (MCO) in the area following the detection of 11 COVID-19 cases.

a) Besides the five palm oil mills operations that were affected by the MCO, how has the MCO

impacted the Group’s other operations?

Other than the five mills closed in Sabah, there were six mills in Peninsula that were voluntarily

closed from 22 March 2020 to 7 May 2020, all FGV’s other mills continued operations, albeit at

reduced levels, due to the limitations imposed during the MCO period.

The Group’s other businesses, namely sugar and logistics, were classified “essential services” and

were therefore also operating. The bulking business under the logistics sector was not affected by

the MCO at all. Having said that, the transport business under the logistics sector was impacted

during the period of the MCO. Restrictions on movements at the beginning of the MCO resulted in

the significant reduction in transportation of goods such as fertiliser, minerals and industrial

equipment as manufactures reduced production. Also, the plantation sector was operating at 50%

capacity.
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Question 1

b) Did the Group’s plantations suffer any crop loss due to the MCO? What is the estimated crop

loss suffered during this period?

The MCO which started on 18th March 2020 impacted operations negatively since manpower in

estate and mill operations was reduced to 50%. The total FFB loss recorded from March to May is

estimated at about 120,000 MT excluding crop losses from FELDA settlers and 3rd parties.

However, we anticipate the FFB production will improve in 2H2020, which will allow us to capitalize

on anticipated favorable CPO prices.
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Question 2

The Group recorded a loss for the financial year of RM371 million and its gearing ratio stood at 1.51

times (2018: 1.47 times) (pages 35&40 of Annual Report 2019 (“AR2019”)).

a) Given that the end of the COVID-19 pandemic has yet to be seen and the outlook for the

industry remains uncertain, what is the anticipated downward pressure on operating

performance in terms of percentage especially on the bottom-line performance?

The estimated reduction in FFB production as a result of the COVID-19 pandemic is about 120,000 

MT or 2.6% for the year. (exclude third party and settler crops)

While this will affect performance in 1Q and 2Q, we anticipate that prices will improve/ favourable in 

the second half of the year, mitigating the impact of lower production in 1Q 2020.

For FY2020, we expect to meet our internal targets.
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Question 2

b) How will the Group prepare itself to meet its debt obligations especially the settlement of

payables and loan repayments on a timely manner?

The Group has taken decisive steps to manage its cash flow and its gearing since beginning of

2019. As a result, due to improved working capital, tax recoverability and proceeds from the

disposal of underperforming or non-core assets, our cash and cash equivalents have improved

33% YoY. Our liquidity ratio is lower at 1% compared to 1.02% in 2018, as a result of the

repayment of long term loan. As a result, the gearing ratio (without LLA) has improved to 0.8 times,

compared to 0.82 times before.

2019 2018 YoY (%)

Cash & Cash Equivalents (RM mil) 1,618 1,220 33% 

Total Borrowings without LLA (RM mil) 4,906 5,403 (9%)

Liquidity Ratio (times) 1.00 1.02 (2%)

Gearing Ratio* without LLA (times) 0.80 0.82 (2%)
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Question 2

b) How will the Group prepare itself to meet its debt obligations especially the settlement of

payables and loan repayments on a timely manner? (Continued)

Currently, the Group is at the advance stage of implementing a trade receivables management

program that will shortened the trade cash conversion cycle and improve group liquidity

management.

Additionally, it is important to note that the Group is finalizing the disposal of non-core and

underperforming assets which have been a drain on resources. This will improve our financial

position further.

As such, the Group is now in a better position to support the future working capital and trade

payable requirements. The Group’s cash flow and cash reserves are sufficient to serve its long

term commitments.
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Question 3

It was reported in The Malaysian Reserve on 19 May 2020 that FGV is planning to focus on renewable-

energy (“RE”) projects in an effort to boost its recovery strategy from the impact of the COVID-19

pandemic.

a) What is the estimated cost of investment to be incurred for RE projects in financial year

ending 2020? What are the new RE projects to be rolled out in 2020?

The Renewables business is a Joint Venture with project developers or investors, whereby FGV

supplies the feedstock for Bio-CNG plants. This requires no additional investment from FGV.

For this year, we are expecting to roll out 2MW biogas to FIT plants at Kilang Sawit Triang and

Keratong 9 in Pahang.
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Question 3

b) FGV is expecting to export palm kernel shells (PKS) to Japan for biofuel with shipments

expected to start within this year. What is the current status? Is there a long-term contract

for the supply of PKS and what is the estimated amount? What is the estimated percentage

revenue contribution to the Group?

Group is in the final stage of discussions with several buyers in Japan. We expect to start exporting

by 4Q this year.

We will make the necessary announcements on the contract terms and revenue contributions at the

appropriate time.
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Question 3

c) FGV also has a joint-venture plan to build an EFB pulp and paper plant, potentially in

Kuantan, Pahang, which is expected to be completed in 2022/2023 that would utilise between

half a million and one million tonnes of EFB annually.

(i) What is the current status?

FGV and Lee & Man is currently finalising the feasibility study and pilot testing of the EFB in

China. Due to the COVID 19 pandemic, certain milestones were delayed. We will make the

necessary announcements at the appropriate time.

(ii) What is the expected initial capital contribution by FGV to the JV and the expected capital

expenditure for building the EFB pulp and paper plant?

Discussions are still ongoing on the capital structure, CAPEX requirements and other details.
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Question 3

c) FGV also has a joint-venture plan to build an EFB pulp and paper plant, potentially in

Kuantan, Pahang, which is expected to be completed in 2022/2023 that would utilise between

half a million and one million tonnes of EFB annually. (Continued)

(iii) What is the expected percentage of return on investment from the said JV?

Based on our assessment, FGV and Lee & Man are looking at a double digit Internal Rate of

Return (“IRR”). We will make the necessary announcements at the appropriate time.
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Question 4

Under outlook and prospects for Logistics and Others sector of the Group’s business (page 63 of

AR2019):

a) Bulking - Capacity expansion through construction of new additional tanks and overseas

expansion of storage capacity. What is the expected additional storage capacity for the said

expansion and the capital expenditure to be incurred? In which countries will the Group be

expanding such storage capacity?

The bulking business registered a PBZT of RM68mil in 2019, due to higher throughput handled

and the increase in bulking rental income. With steady CAGR of 5% annually, the Group decided to

expand capacity by 35,000MT. Currently tanks with a total capacity of 15,600 MT are under

construction, which is scheduled for completion in September 2020. Capex is about RM11.5mil.

We are also planning additional storage tanks with a capacity of 19,400 MT and a dry cargo

warehouse of 15,000 MT capacity, which will be completed by mid 2021. Budgeted total CAPEX is

about RM32.0 million.

The Group is looking to expand into Indonesia and Pakistan, where we have a significant business

presence through an existing joint venture.
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Question 4

b) Transport - Penetration into new industry (oil & gas). Please elaborate further in relation to

the Group’s plans on penetration into new industry such as oil & gas.

FGV transport was registered as a logistics vendor/supplier for PETRONAS in September 2019. We

are currently bidding for various tenders in collaboration with other experienced business partners.
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Question 5

In 2019, Group Human Capital optimised employee benefit policies from a cost perspective given the

business challenges faced by FGV. As at the end of 2019, the Group has achieved 7.1% savings in

manpower costs and a reduction of manpower numbers from 18,742 to 17,104, while improving

productivity (page 30 of AR2019).

Are there any staff-related cost cutting measures to be carried out in financial year ending 2020

which involves fee/salary reduction or retrenchment/lay-off plans?

Manpower cost rationalization is an ongoing initiative under the Group’s Human Capital management plan to

reduce manpower cost by 10% over a 3 year period from 2019.

As part of this initiative, ongoing reviews are being conducted on allowances and other benefits that will be

implemented across the Group. Any reduction in the number of employees would be the corresponding result

of the disposal of under-performing or non-core businesses or Mutual Separation Schemes.

Additionally, from June to December 2020, FGV will take the following measures:

1. Mandatory 2 days No Pay Leave for employees of General Manager grade and above;

2. A 20% reduction in car allowance for Senior GMs and above.



Strategy & Financial Matters

14

Question 6

How will the Group be impacted by India’s resumption of purchases of Malaysian palm oil and

the Government's decision to exempt the export duty on both refined and crude palm oil (“CPO”)

and palm kernel oil?

FGV has been positively impacted by the Indian decision on 12 May 2020, to remove the additional 5%

import duty on RBD Palm Oil & Olein from Malaysia. This move had a catalytic impact on demand from

India, as a result of which FGV has received more inquiries for our oil. From June onwards we are

seeing direct sales to India in the region of 30,000 MT to 50,000 MT per month.

This demand is expected to continue in the coming months unless if there is an import duty hike as

proposed by The Solvent Extractors Association of India.
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En. Mohd Hassan Ahmad is Non Independent Non Executive Director, representative of FGV’s Special

Shareholder from the Ministry Of Finance and he is currently the Deputy Under- Secretary of the Fiscal

and Economics Unit in MOF. Due to unscheduled and unavoidable work commitments in MOF, En.

Hassan was unable to attend Audit Committee Meetings on 18th February 2019, 19th February 2019

and 20th August 2019.

Nevertheless, En. Hassan has always communicated his views on pertinent matters and has remained

committed to his responsibilities in the Audit Committee and to the company.

In future, En Hassan and the management will endeavour to synchronise schedules more effectively to

ensure attendance at all Audit Committee meetings.

Question 1

En. Mohd Hassan Ahmad, the Non-Independent Non-Executive Director of the Company only attended

6 out of 9 Audit Committee meetings – 67% attendance during the financial year (page 89 of AR2019).

What are the reasons for him not being able to attend the other three Audit Committee meetings

during the financial year?



THANK YOU

Investor Relations

FGV Holdings Berhad

Level 20, Wisma FGV, Jalan Raja Laut,

50350 Kuala Lumpur, Malaysia.

+603 2789 0000

fgv.investors@fgvholdings.com

www.fgvholdings.com

mailto:fgv.investors@fgvholdings.com
http://www.fgvholdings.com/

