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2022 was the year that we intensified our
efforts in strengthening our fundamentals, as
we continue to focus on project delivery and
execution excellence.

These efforts are critical to powering our
resilience and expanding our capabilities

and capacity for new growth areas to grow
sustainably and create value in the long term.

This includes investing in the development of

our talents at sea and shore, strengthening
our leadership bench strength, and
harnessing digital transformation that will
enable us to be future-focused.

We will continue fostering strategic
collaborations with our stakeholders, to
deliver positive business outcomes and
drive value creation across the ecosystem
as we continue to build a sustainable future
together.
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ABOUT THIS REPORT

Welcome to MISC Berhad'’s (MISC) Sustainability Report
2022. This Sustainability Report provides details on the
Group’s sustainability performance for the year 2022

and our forward-looking commitments, initiatives, and
strategies on sustainability. We prioritise subject matters
that have been deemed most material to the business and
stakeholders according to our materiality analysis.

Tomorrow The relevant contents within this Sustainability Report 2022
refer to more detailed disclosures in the MISC’s Integrated
Annual Report (IAR) 2022 and vice versa. While our IAR
delivers a clear and concise story, this Sustainability Report
supplements the IAR by providing more details on the
company’s sustainability disclosures.

This Sustainability Report also incorporates our Task Force on Climate-related Financial
Disclosures (TCFD) report 2022.

MISC Berhad

REPORTING SCOPE, BOUNDARY AND PERIOD

The information and data presented in this report covers the entire MISC Group’s business activities and operations including Gas
Assets & Solutions, Petroleum & Product Shipping, Offshore Business, Marine & Heavy Engineering, Integrated Marine Services,
Port Management & Maritime Services, and Maritime Education & Training. It also covers the material business activities of our
joint ventures and associates.

The publication of this Sustainability Report occurs annually and covers information for the period of 1 January 2022 till
31 December 2022, as well as any material events that occurred after this date up to the date of publication of this report.

Please refer to the Sustainability Reporting Standards section for a full list of disclosures on Global Reparting Initiatives (GRI),
Sustainability Accounting Standards Board (SASB) and Task Force on Climate-related Financial Disclosure (TCFD). The reporting
approach and framework are also detailed out in the Reporting Principles and Data Assumptions section in this report.

INDEPENDENT ASSURANCE

Each of our vessel's fuel consumption and relevant activity data has been verified by a third party. DNV has confirmed that all data
collected and reported is in accordance with the methodology and processes set out in the Ship Energy Efficiency Management
Plan (SEEMP) as required by Requlation 22A of Annex VI of MARPOL Convention.

Our internal team has been constantly monitoring the reporting processes and any changes or updates required are made
promptly to maintain continuous veracity.

DATA MEASUREMENT TECHNIQUES AND ASSUMPTIONS

Our statements on future developments and past occurrences are based on information and assumption available at the time of
publication. Certain information in this Sustainability Report comes from third-party sources and operations outside of our contral.
Nevertheless, internal due diligence has been carried out to guarantee that the information gathered is accurate and published
using a reliable methodology. Please refer to the Reporting Principles and Data Assumptions section for our data accounting
principles, measurement techniques and assumptions.

ENGAGING WITH STAKEHOLDERS FOR A GREATER IMPACT

Consulting with stakeholders throughout the preparation of this sustainability report has deepened our understanding of
important sacietal issues to produce a holistic report.

To depict a halistic 2022 sustainability performance, we have also incorporated the perspectives of our internal stakeholders,
which comprise all business segments, subsidiaries, and key internal departments. Feedback from external stakeholders were also
compiled during engagement sessions in the recent year.

RESPONSIBILITY STATEMENT

MISC's Board of Directors acknowledges its responsibility in ensuring the integrity of this Sustainability Report. The Board, via the
Board Sustainability and Risk Committee also resolves risk management and sustainability-related matters such as establishing
a sustainability strategy; target setting; reviewing the adequacy of sustainability processes; effectively identifying, managing and
reporting the Group's material sustainability matters; and monitoring and overseeing all sustainability performance and initiatives
of the Group.

The Board will continue to ensure that the Group’s sustainability strategies, priorities and targets, as well as performance against
these targets, are communicated to both internal and external stakeholders.

DATUK ABU HURAIRA ABU YAZID CAPTAIN RAJALINGAM SUBRAMANIAM
Chairman President/Group Chief Executive Officer

FEEDBACK

We are fully committed to listening to our stakeholders and we welcome feedback on our sustainability disclosures. Please send
your comments to:

AR Corporate Sustainability

) Group HSSE Division
MISC Berhad
Level 27 Menara Dayabumi
Jalan Sultan Hishamuddin
50050 Kuala Lumpur
misc.sustainability@miscbhd.com




ABOUT
MISC

MISC Berhad is a world leading
provider of international energy-
related maritime solutions and
services. The Group’s principal
businesses comprise energy
shipping and its related activities,
owning and operating offshore
floating solutions, marine repair
and conversion, engineering

and construction works,
integrated marine services,

port management and maritime
services, as well as maritime
education and training.

VISION

To consistently provide better
energy related maritime
solutions and services

To be consistently better, we
strive to:

« Exceed the expectations of
our customers

- Promote individual and team
excellence of our employees

- Create a positive difference to
the lives of communities

- Care for the environment and
operate responsibly

- Drive sustainable value for
our shareholders

Operating a modern and
diversified fleet and powered by
a multi-national workforce, MISC

is firmly committed to creating

value for our stakeholders and SHARED
contributing to the sustainable VALUES
development of the maritime Loyalty

industry. Loyal to corporation

Integrity
Honest and upright

Professionalism
Strive for excellence

Cohesiveness
United, trust and respect for
each other

MISSION

years of sterling track
record in delivering
energy-related maritime
solutions and services

Among the world’s

LEADING

shipping conglomerates with a
market capitalisation of

USD7.6

billion

STRONG

credit rating in the
marine transport sector

* *

BBB+
(Stable),

S&P Global Moody’s Investors
Ratings Service

Modern fleet of

107

LNG, Petroleum
and Product vessels
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Reputable FPS
owner-operator with

12

assets

A diverse and
inclusive workforce of

9,355

employees from over
44 nationalities
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PORT MANAGEMENT
& MARITIME SERVICES

*

Services Performed

-Shipmanagement, engineering
and procurement

- Project management -
supervision and consultancy
service for dry docking and new
building of vessels

Pyl
2

o

Competitive Advantage

-Specialised experience in
niche areas of LNG bunkering
vessels, very large ethane
carriers, foating storage
and regasifcation, dynamic
positioning shuttle tankers, dual-
fuel crude tankers and modular
capture vessel

-Deep knowledge of regional
shuttle tanker trade in the
Brazilian basin and Northern
Europe

- Globally renowned
shipmanagement company,
with stellar track record for the
highest quality and standards of
delivery

Services Performed

-Operator of ports and terminals

- Pilotage, mooring master, loading master
and marine controller services

- Jetty maintenance services

-Single Point Mooring maintenance services

- Logistic support services

-Ship vetting services

-Ofshore vessel inspection services

-Marine assurance and consultancy
services which includes ship screening,
TMSA, OVMSA and RMMS

Pro}
7
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Competitive Advantage

-Strong industry reputation, with more than
two decades of experience in port and
terminal operations, and maritime services

-Own proprietary digital applications for VIS
and OSVIS

- The acknowledged and preferred operator
for the Terengganu Crude Oil Terminal,

Miri Crude Qil Terminal, Bintulu Crude Ol
Terminal and Sabah Oil and Gas Terminal

MARITIME
EDUCATION & TRAINING

.

Services Performed

- Conducts Pre-Sea Diploma,
Post-Sea, Ratings and Modular
Programme

-Research and consultancy
services

Competitive Advantage

- Providing a broad spectrum of
maritime education and training,
beyond STCW

-Research and consultancy
expert, providing fexible solutions
encompassing the total lifecycle
of port development

13
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CHAIRMAN'S STATEMENT

DATUK ABU HURAIRA
ABU YAZID

Our efforts demonstrate
how 2022 has been
MISC’s year of Powering
Resilience as we
harness our Group’s

DEAR
STAKEHOLDERS,

At MISC, sustainability remains at the heart of everything that we
do. We firmly believe that sustainability is not an optional concern,

but a vital necessity that requires everyone to take action and work

together to achieve the sustainable future of a net-zero world by
2050.

“Sustainability” is an important agenda in the maritime industry,
as it plays a vital role in preserving the environment and natural
resources which are essential for the long-term health and
prosperity of the industry and community it serves.

2022 was the year that the global maritime industry took
progressive steps to accelerate sustainable transformation across
the industry quided by the Environmental, Social and Governance
(ESG) principles at the core of their strategies and operations. It is
important to have the mindset that ESG is a journey, not a quick
fix and | am encouraged to see various players in the maritime
ecosystem collaborating together to identify issues, develop
innovative solutions and drive the changes that are necessary to
build a sustainable future.

The maritime industry continues to move away from the perception

of being a “traditional industry” as its modernisation efforts

go beyond embracing digital technologies and solutions. This
includes addressing the issues of gender imbalance and creating
a more diverse, inclusive and equitable industry. The year marks
the inaugural celebration of the International Day for Women in

Sustainability is embraced on all fronts across the MISC Group
— from governance structures and processes at the Board level
to the various changes and fine-tuning we have incorporated
within the Group to further embed ESG objectives. We are
walking the talk — not greenwashing — by working on solutions
and offering low-carbon asset services that will ensure we
systematically reduce emissions within the entire value chain.

| am heartened to know that the Group is moving beyond

the conventional concept and approach of sustainability by
integrating our current strategic initiatives with ESG principles
to ensure that we execute our business with the goal of
generating sustainable value well into the future, or what | would
like to term as “SustainabilityPlus”. Our approach has enabled
the Group to power our resilience and expand our capability and
capacity for new growth areas in our bid to grow sustainably
and create value in the long term.

MISC’s Climate Framework is our whole-of-organization
response to addressing climate change imperatives as a
responsible maritime player. The Climate Framework is based
on the “Task Force on Climate-Related Financial Disclosures
(“TCFD") recommendations and consists of four core elements
that represent the Group’s climate management, namely climate
governance, strategy, risk management, and metrics and
targets.

The TCFD is an important tool for the maritime sector as climate
change is expected to have significant impacts on the industry.
Rising sea levels and more frequent extreme weather events
could damage ports, infrastructure, and vessels, while changes
in global trade patterns could affect the demand for shipping
and services. Through our disclosures in the TCFD Report, we
are providing transparent accounts of the Group's exposure to
climate-related risks and opportunities, as well as our efforts in
this space.

The Group is responding to these fast-changing demands
through a series of different initiatives. One of the initiatives
that are currently in progress is the development of our own
internal carbon pricing. By assigning a monetary value to the
CO, emissions we produce, MISC will be well placed to use this
in conjunction with external carbon pricing mechanisms such
as carbon taxes or cap-and-trade systems which put a price on
CO, emissions at the national or international level.

Other notable initiatives that the Group has embarked on
include the Petroleum Product & Shipping business segment’s
exploration of GHG abatement technologies to reduce methane
emissions from LNG-fuelled vessels and carbon capture
technologies for retrofitting into the existing fleet. MISC has
also formed incubation workgroups at the Group level which
are reviewing GHG abatement technologies suitable for us to
integrate into our fleet.

As we move into 2023, the Board of Directors has made the
decision that no future investment will be made in conventional
assets, and MISC will instead focus on allocating investments
into green assets. By this, we do not just mean eco-friendly
vessels but are actively exploring other new green asset
classes we can add to our portfolio. For this purpose, we have
allocated 38% of our capex as “Green Capex”.

| am proud that the Group's efforts in the sustainability sphere
have been acknowledged through various awards regionally
and globally. MISC was honoured by Alpha Southeast Asia as
the proud inaugural recipient of the Strongest Commitment to
Energy Transportation Award for Malaysia and was also ranked
among the Top 5 Malaysian companies in the Most Organised
Investor Relations award category for the third time.

We are proud to once again be recognised as a constituent in
the Dow Jones Sustainability Emerging Markets Index for the
second consecutive year and FTSE4Good Index for the ninth

Maritime on 18 May 2022 which puts the spotlight on the women in
the maritime industry, be it at sea and shore and their contribution
to the industry’s progress and future as part of the larger maritime

We embarked on our TCFD journey in 2021 by analysing
climate change-related scenarios and their impacts on our
core businesses of Gas Assets and Solutions (GAS), Petroleum The Group's commitment to upholding the highest standards

year in a row.

collective capabilities
and capitalise on

opportunities that will
strengthen our position
and set us on the

right course towards
achieving our long-term
aspiration of building a
Sustainable Future.

community.

Most importantly, the year saw the maritime industry’s global
climate commitment amplified at COP27 with the launch of the
Green Shipping Challenge, a global pledge to reduce shipping’s
emissions. Under the Green Shipping Challenge, governments,
ports, and companies are urged to establish their emissions
reduction commitments that will help put the shipping sector on
a pathway within this decade to align with the goal to limit global
temperature rise to 1.5 °C.

As a member of the global maritime industry, MISC is cognisant
of the impacts our business has on the environment and we

have been proactively working towards reducing environmental
impacts and improving stewardship of the marine environment.

We are addressing challenges by adopting sustainable practices to
preserve the environment, the ocean and natural resources, as our

contribution to the overall health and well-being of our planet.

& Product Shipping, Offshore Business and Marine & Heavy
Engineering. For 2022, we have extended this analysis to the
business segments of Maritime Education & Training, Port
Management & Maritime Services, and Integrated Marine
Services. Additionally, we implemented climate-related risk
integration measures into our risk management process and
formalised the climate scenario analysis process as part of
MISC's annual strategic planning exercise.

On 1 January 2023, two key IMO regulations came into force
which are the Energy Efficiency Existing Ships Index (EEXI)
and the Carbon Intensity Indicator (ClI). The introduction of
these new regulations will help regulate GHG emissions from
the shipping industry. The dynamically evolving regulatory
landscape also features upcoming regulations such as the
European Union Emissions Trading System (EU ETS) which is
expected to expand to the shipping sector by 2024, the FuelEU
Maritime Regulation, which is anticipated to apply to vessels
come 2025, and explorations of new and innovative emission
reduction mechanisms such as market-based measures (MBMs)
to incentivise GHG emission reductions.

of health, safety, security & environment (HSSE) was further
recognised at the 40" Malaysian Society for Occupational
Safety and Health (MSOSH) Awards 2022, winning six awards
including one “Grand” award, three “Gold Class 1" awards, one
“Gold Class 2" award and one “Gold Merit” award.

| am honoured to present to you the MISC Sustainability Report
2022 which provides details of our sustainability progress,
performance and achievements for the year, as well as our
plans to propel the momentum to achieve our goals and
targets. Our efforts demonstrate how 2022 has been MISC's
year of Powering Resilience as we harness our Group's collective
capabilities and capitalise on opportunities that will strengthen
our position and set us on the right course towards achieving
our long-term aspiration of building a Sustainable Future.

On behalf of the Board of Directors, | would like to take this
opportunity express our deepest appreciation our stakeholders
for your tireless support, commitment and contributions. Thank
you for being part of the MISC Group’s sustainability journeu.
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CHAIRMAN OF BSRC’S STATEMENT

DATIN NORAZAH MOHAMED RAZALI
Chairperson
Board Sustainability & Risk Committee

We will continue to review
existing and emerging
regulatory requirements
related to climate change
including applicable external
carbon prices, potential
low-carbon technologies to
improve GHG emissions and
vessel efficiency, as well

as the performance of our
assets.

DEAR
STAKEHOLDERS,

Sustainability issues are becoming increasingly more
important for the maritime sector. As @ maritime industry
player, MISC is committed to play our role in reducing
emissions towards achieving the net-zero future of 2050.
Besides our environmental contributions, the Group is also
championing sacial rights such as fair treatment of shore and
sea workers, and promoting diversity and inclusion within the
workforce. At the same time, we are giving back to society
through various community-centred initiatives.

Our business activities and operations are backed by strong
governance which is critical to ensure transparency and
responsible management as we continue to engender trust
with our stakeholders to maintain our strong and credible
industry reputation. At the same time, sustainability concerns
are also informing our strategic business decisions, as we

tap into new business opportunities and create competitive
advantages.

In 2022, the Board of Directors (Board) approved the change
in the name of the Board Governance and Risk Committee
to the Board Sustainability and Risk Committee (BSR(C)
effective 1 January 2023. This name change reflects MISC's
commitment to address value creation through the lens of
sustainability risks and opportunities.
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The energy transition, which involves a shift away from fossil
fuels towards cleaner and more sustainable energy sources,
is having a significant impact on the maritime sector. At
MISC, we have set our course to achieve the IMO's industry
decarbonisation goals by embedding ESG and sustainability
within MISC's business model and strategies.

MISC Berhad

Chairman of Board Sustainability & Risk Committee's Statement

The BSRC's oversight on ESG and sustainability risks and
opportunities are an integral part of the Group's overall
business strategy, and informs decisions made at the Board
and Management levels. Throughout 2022, the BSRC has been
focusing on how we can transition the MISC business as a
whole by lowering carbon emissions in our current portfolio,
as well as exploring investments to enhance the existing
portfolio. Following on from the Board decision in 2022 to
embed sustainability risks as a key component of BSRC
reviews, we have continued to enhance our climate risks and
opportunities disclosures in our Sustainability Report.

MENT TO CLIMATE TRANSITION
TIGATING CLIMATE CHANGE

The Group remains committed to our climate transition
plan where we are transitioning our fleet to LNG dual-fuel
vessels and low-carbon vessels in the short- to medium-
term, before moving on to our longer-term plan to re-fleet
to zero-carbon emission vessels. Our efforts to transition to
low-carbon operations before moving on towards our long-
term commitment of reaching a net-zero state by 2050 are
enabling the Group to contribute to the reduction of GHG
emissions and reduce our impact on ocean health. As at the
end of 2022, we have a total of 11 low-carbon dual-fuel vessels
within our existing fleet and have committed to deliver our
first two ammonia-fuelled zero-carbon emission vessels

in 2025 and 2026 through our partnership in The Castor
Initiative.

At the same time, we are cognisant that the rapid onset of
energy transition may also reduce the need to transport

oil and gas, thus reducing market demand for tankers. To
ensure our long-term business viability, MISC 2050 is our
long-range strategy to diversify and explore new income
streams along the renewable energy and waste-to-value
chain that can complement our existing portfolio. At the BSRC,
we are performing our oversight function in relation to new
investments that MISC is considering within these two value
chains, as well reviewing the Group’s digital ventures and the
way forward.

Having embarked on our commitment to combat climate
change since 2016, in 2021 we had stepped up on this through
the implementation of climate scenario analysis in line with
the Intergovernmental Panel on Climate Change’s (IPCC)

sixth assessment report. We have reviewed and assessed
our business resilience under two global warming scenarios,
a low emissions pathway of 1.5 °C and a high emissions
pathway of 4 °C. Since becoming a supporter of the Task
Force on Climate-Related Financial Disclosures (TCFD) in 2021
and issuing our inaugural TCFD Report in our Sustainability
Report 2021, we have stepped up on implementing the

TCFD Framework within the Group. In the 2022 TCFD Report,
we have expanded the scope of our TCFD initiatives to
include our key enablers’ business segments. We have also
implemented climate-related risk integration measures into
the existing risk management process and formalised the
climate scenario analysis process into MISC's annual strategic
planning exercise. Thus, MISC's approach to adopt the TCFD
as a strategic tool enables us to integrate our learnings

into our five-year rolling business plans and sustainability
strategy, as well as our longer range MISC 2050 strategy.
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The rapid advancement of technology in the maritime sector
is significantly impacting the workforce, both in terms of the
skills that are required and the tasks that are performed by
shore and seafaring workers. As automation and digitalisation
become more prevalent, some of the existing roles would
need to be resized.

As such, MISC constantly reviews the need to re-skill and
upskill our talents to use and adapt to new technologies
and processes, as well as improve our talent attraction and
retention benefits. The Group takes talent development
seriously and has designed a comprehensive career
management framework that covers recruitment,
development and employee participation programmes and
employee welfare.
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Chairman of Board Sustainability & Risk Committee's Statement

Chairman of Board Sustainability & Risk Committee’s Statement

As the maritime industry becomes more connected and
reliant on technology, there is also the need for MISC to
ensure that we have a robust cybersecurity framework in
place to protect against potential threats and breaches to
our operations, infrastructure and sensitive information. We
have stepped up on our cybersecurity measures to protect
the Group against potential cyber-attacks that could cause
disruptions to our business.

Another key sustainability consideration the BSRC reviewed
during the year was supply chain risks, opportunities, and
collaborations. In 2022, MISC embarked on a Responsible
Supply Chain Programme to conduct an ESG self-assessment
on our critical suppliers. We plan to work collaboratively

with our supply chain should any ESG gaps be identified, to
further embed ESG into the value chain which will benefit both
MISC and the entire ecosystem. We have also implemented a
Code of Conduct and Business Ethics for Third Parties which
outlines the requirements for good business ethic practices.
The Group’s investment in supply chain ESG risk management
not only ensures compliance with prevailing regulations for all
parties concerned, but also helps build a stronger and mare
resilient maritime sector.
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The Group’s sustainability commitment as demonstrated by
our strong ESG practices and performance has enabled us

to retain our listing on the Dow Jones Sustainability Index
(Emerging Markets) for the second consecutive year and on
the Bursa Malaysia FTSE4Good Index for nine years. MISC has
also been rated as a “Low Risk” company by Sustainalytics
for two consecutive years. We are proud of our achievements
on this front and will continue to drive our ESG value creation
to maintain our listings on these ESG indices and score good
ratings for our ESG risks.

OUR PLAN FOR 2023

Moving forward into 2023, we will continue to focus on climate
risks by enhancing MISC's investment decisions through the
lens of the climate-related risks of carbon emissions of new
assets before proposing options to mitigate, transfer, accept,
or control those risks. We will continue to review existing and
emerging regulatory requirements related to climate change
including applicable external carbon prices, potential low-
carbon technologies to improve GHG emissions and vessel
efficiency, as well as the performance of our assets.

MISC has begun making inroads into developing our internal
carbon pricing mechanism. By conducting sensitivity
assessments using internal carbon pricing, we will be

able to evaluate the potential financial impact of different
carbon pricing scenarios on MISC's operations and financial
performance. We plan to calculate the total GHG emission
and intensity rates of new assets to ensure alignment

with MISC's climate commitment. Beginning 2023, we will
apply our internal carbon pricing in the sensitivity analysis
considerations of our projects.

The year ahead also will see us promoting the importance

of ESG to our supply chain by engaging with them and
influencing them to embrace the ESG journey in the areas

of climate action, promoting circular economy, health and
safety, business ethics and human rights. | am confident that
our proactive and value chain inclusive approach to ESG and
sustainability will enable us to effectively address both risks
and opportunities in this area, to create a sustainable future
for the Group and our stakeholders.
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PRESIDENT/GROUP CEQ’S

STATEMENT

CAPTAIN

RAJALINGAM SUBRAMANIAM
President/

Group Chief Executive Officer

To focus on the new energy
opportunities to drive forward
MISC’s 2050 vision, we have
incubated a new green energy
unit under my office. To
ensure that our talents are
equipped with the skills and
knowledge to drive our new
green business ventures, we
will continue to invest in our
people and reskill and upskill
their capabilities.

DEAR
STAKEHOLDERS,

| am pleased to present our MISC Sustainability Report 2022,
my first in my capacity as the President & Group CEOQ.

As I've stated previously, | would like to reaffirm MISC's
commitment to all our stakeholders on our ESG and
sustainability targets, particularly to reduce GHG intensity by
50% by 2030 and achieve net-zero GHG emissions by 2050.

MISC as a Group has shown significant progress during the
year, as evidenced by numerous MQOU signings with like-
minded partners across industries to accelerate the pace of
the energy transition. During the year, we also focused on the
execution of meaningful programmes and initiatives to deliver
our sustainability commitment in line with MISC's Sustainability
Stratequ.

COMMITTING TO NET-ZERO BY 2050

MISC's net-zero commitment is anchored to our dual growth
strategy to keep moving the much-needed energy of the
world responsibly and, at the same time, progress on the
pathway to thrive in the net-zero and circular economy of
2050. Our dual growth strategy is evolving the Group's existing
business madel in two ways.

First, through the decarbonisation of our existing operations,
by progressively converting our fleet and ensuring all
newbuilds from 2031, or sooner, are zero-carbon emission
vessels. Additionally, we are continuously deploying energy-
efficient technologies within our assets and operations to
increase operational efficiencies.

Second, we are exploring new business income streams in line
with the MISC 2050 strategy. In 2022, we established a task
force to evaluate innavative solutions in CCUS. The task force
pooled knowledge and expertise across the Group to create

a team that is tactically focused, strategically integrated, and
ready to face the transition ahead.

To incorporate climate-related risks and opportunities within
our strategic function, we included climate-related strategic
initiatives and annual GHG emission intensity targets as part
of our existing ESG-related Key Performance Indicators (KPI) in
the 2022 Group Balanced Scorecard.

MISC Berhad

President/Group Chief Executive Officer's Statement

DLLABORATION - MOVING
DRWARD TOGETHER
Throughout the year, we continued our collaboration with
other key players in the maritime ecosystem.

Through MHB, we secured both the FEED and EPCIC services
contracts from PETRONAS Carigali Sdn. Bhd. (PCSB) for their
Kasawari CCS project off Sarawak, Malaysia. This milestone
project will be Malaysia's first CCS project as well as the world's
largest offshore CCS project by volume of carbon dioxide (CO,)
captured and has the ability to capture up to 3.3 million tonnes
of CO, equivalent annually.

We also entered into MOUs with Mitsui & Co. Ltd, Samsung
Heavy Industries and Andritz AG in January 2023 to tap into
opportunities for CCS solutions in the maritime value chain,
including identifying storage hubs, development of floating
solutions as well as carbon capture parts and equipment. We
believe carbon capture and storage technologies, and other
related infrastructure are pivotal measures to support and
accelerate the transition towards a low-carbon future.

To realise the adoption of ammonia as a propulsion fuel,

our Petroleum arm, AET, signed two MOUs with like-

minded industry players to take the lead in developing

and constructing zero emission tankers. We also welcomed
TotalEnergies into the Castor Initiative, adding to the
multinational coalition of diverse maritime experts committed
to making zero-emission ammonia-fuelled vessels a reality.

Furthering our decarbonisation agenda, MHB entered into

an MOU with Silverstream Technologies, a provider of air
lubrication systems which reduces vessel fuel consumption.
MHB also signed an MOU with Bureau Veritas Solutions to
provide technical and consultation services on vessel efficiency
improvement as well as retrofit strategies. MHB will provide
retrofit works on both existing and newbuild vessels to comply
with EEXI and Cll requirements.

Our journey towards a decarbonised future will also require us
to build the capabilities of youth to be industry ready as the
workforce of the future. In 2022, we partnered with Universiti
Tun Hussein Onn Malaysia (UTHM) to provide undergraduates
with hands-on industrial training and learning experience for a
year at MHB.

SUSTAINABILITY STRATEGY -
The five pillars of MISC's 2021 — 2025 Sustainability
Strategy form the mainstay of delivering our sustainability
commitments to our key groups of stakeholders. During the
year, our focused execution of initiatives and programmes

continued to generate meaningful outcomes for our
stakeholders.

Within the Finance Pillar, MISC's strong market credibility
enabled us to secure a syndicated USD527 million
Sustainability Linked Loan (SLL). The SLL includes two Key
Performance Indicators (KPIs) featuring targets for GHG
and governance. We will continue to explore SLL solutions to
support our sustainability ambitions.

We also expanded the scope of our Task Force on Climate-
Related Financial Disclosures (TCFD) Report 2022 to include
our key enablers’ business segments of Integrated Marine
Services, Port Management & Maritime Services and Maritime
Education & Training. Furthermore, we implemented climate-
related risk integration measures into the existing risk
management process and formalised the climate scenario
analysis process into MISC's annual strategic planning exercise.

A key advancement of our Environment Pillar in 2022 was
driven by the development of our material Scope 3 inventory
and the exploration of the use of shadow pricing in our
business investments. Our commitment to make a positive
impact on ocean biodiversity is reflected through the Group's
signature Heart of the Ocean (HOTO) marine biodiversity
conservation programme which encompasses reef, sea-turtles
and mangrove conservation.

Within the Social Pillar, we progressed with our commitment
to Diversity and Inclusion (D&l) with the Board approval of our
D&l Policy and the subsequent establishment of our overall
D&l Journey Map and Aspirational Target.

We remain committed to nurturing future leaders for the
industry and providing equitable opportunities to young
people. We sponsored over 700 students through the ALAM
cadet sponsorship programme, and provided sponsorships
and internships in the various localities in which we operate
around the world, focussing on those coming from less
advantaged backgrounds.
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With communities still recovering from the pandemic, we
continued to work with local partners around the world to
make a positive impact by funding over a million meals in 2022.
Many of our employees also volunteered their time in support
of these meaningful initiatives.

We also launched our Employee Participation Programme
as part of our HOTO initiative which empowers our people
to contribute and give back to our planet and society by
engaging with local communities.

Further, we developed the MISC Ship Recycling Policy

and Guidelines to ensure our ships can be recycled in a
responsible and sustainable manner, and in accordance with
the Hong Kong International Convention for the Safe and
Environmentally Sound Recycling of Ships (The Hong Kong
Convention). In 2022, we conducted a ship recycling yard
pre-assessment programme to assess the conditions and
suitability of the yards and shortlisted a list of preferred
ship recycling yards which will enable us to deliver on our
commitment.

Initiatives under the Governance Pillar enabled the Group to
further strengthen our corporate governance. In 2022, we
implemented company-wide and management compliance
scorecards to measure the compliance levels within MISC,
covering both management and employees.

To drive a robust culture of ethics and compliance, we use the
Compliance and Ethics Survey to measure the effectiveness of
the Compliance and Ethics Programme’s initiatives. Leveraging
on key takeaways from the survey, we formulated action plans
to further improve our compliance and ethics culture.

Our Stakeholder Engagement pillar underpins our
sustainability strategy and ensures we continuously deepen
and strengthen our relationships with our diverse groups of
stakeholders through various communication platforms and
initiatives. In 2022, we conducted a Group-wide stakeholder
engagement survey, and the results show we meet and
exceed our stakeholder expectations on our sustainability
agenda.

AWARDS AND RECOGNITIONS IN 2022

Our strong sustainability focus and commitment led to Alpha
Southeast Asia awarding MISC the inaugural award for the
Strongest Commitment to Sustainable Energy Transportation.
MISC and MHB were proud recipients of the Silver Awards at
The Edge ESG Awards 2022 under the Transportation and
Logistics and Energy categories, respectively.

We are proud to once again be listed as a constituent in the
Dow Jones Sustainability Emerging Markets Index for two
years running and the FTSE4Good Bursa Malaysia Index
for nine consecutive years. During the year, MISC obtained
one Grand and five Gold Awards at the Malaysian Society
for Occupational Safety and Health (MSOSH) Awards 2022,
testament of our strong Generative HSSE Culture.

OUR FOCUS FOR 2023

Our focus for 2023 is both to value add and value create. Not
just for us as a business, but also for the maritime industry.
Towards accelerating our long-term strategy, we will focus on
three key areas, namely business transformation, strategic
client positioning, and evolving the organisational culture and
behaviour. A strategic business review is currently underway
towards enabling the transformation of our business model.

By aligning and callaborating with key industry leaders, we will
enhance our strategic client positioning as a green asset and
solutions provider. Alongside that, MISC will drive the adoption
of a broader and adaptive mindset to shift our organisational
culture and behaviour to become mare resilient and innovative
to meet the demands of a low carbon future.

To focus on the new energy opportunities to drive forward
MISC's 2050 vision, we have incubated a new green energy
unit under my office. To ensure that our talents are equipped
with the skills and knowledge to drive our new green business
ventures, we will continue to invest in our people and reskill
and upskill their capabilities.

2022 has seen MISC enter landmark MOUs to collaborate

with like-minded industry partners on the development of
zero-emission vessels. We plan to push forward on this front
and make ammonia powered zero-emission vessels a reality
within the medium-term future. Having powered our resilience
through our sustainability centred strategic pursuits, the
Group has shored up our ability to not just create rewards for
our business but contribute to building a sustainable future
for all.

As a responsible corporate citizen, we shall continue to create
a positive difference to the lives of communities by donating
our time and energy in various social and environmental
initiatives.

In our sustainability journey, we need to partner those who
share our ambitions and must ensure it is not a zero-sum
outcome. Collaboration is essential, and we have taken steps
to reinforce our industry collaboration as outlined in this
report. We invite our stakeholders to join us on this journey,
with purpose and intent.

27



28

Sustainability Report 2022

MISC Berhad

Sustainability Voyages

OUR SUSTAINABILITY
VOYAGE
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MISC Group's Sustainability Strategy aligns with the United Nations Sustainable Development Goals (UNSDG) by prioritising
11 key goals in line with the Company’s business practices and sustainability framework.
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OUR CLIMATE COMMITMENT

NET-ZERO GHG COMMITMENT

MISC Group is committed to achieving net-zero GHG emissions by 2050

Net-Zero

Greenhouse Gas
Emissions b - .
Yy Transition Deploy zero-carbon Decarbonised Net-Zero GHG
2050 NET-ZERO to low-carbon emission vessels shipping operations emissions by 2050
EMISSION operations by 2030 by 2050
( b | GLOBAL > the ® | il
: - MARITIME CASTOR NE&D
50% reduction }\ FORUM Woore o member INITIATIVE . S ———-
. o ‘ af tha Getting fo
in GHG intensity Zero Caalition s
emissions
We are committed to the GMF’s Getting to Zero Coalition is a We are a proud partner of The Castor Made a strategic investment into MISC has set up a dedicated
b g 2030 mission to shape the future of global alliance committed to Initiative, a multi-stakeholder global Daphne Technology alongside New Energy & Decarbonisation
d . h global seaborne trade to increase develop commercially viable deep coalition that is committed to jointly Shell Ventures, Trafigura and (NE&D) team.
comparea wi t sustainable long-term economic sea zero emission vessels developing commercially viable Saudi Aramco Energy Ventures,
2008 development and human wellbeing. powered by zero emission fuels deep-sea zero-emission vessels (ZEV) marking our entry into R&D for
into operation by 2030. fuelled by ammonia by 2030. Greenhouse Gas abatement

technologies aligned with our
'ongoing decarbonisation initiatives.

base year

OUR KEY SUSTAINABILITY MILESTONES AND ACHIEVEMENTS

2012-2015

MILESTONES

« Launched the MISC Sustainability Framework

ACHIEVEMENTS

« Received the Best First-time Reporting Awards
at MASRA 2015

« Became a constituent of FTSE4Good
Bursa Malaysia

MILESTONES

« Initiated carbon emissions reduction target

» Renewed fleet with better energy efficiency
vessels and took delivery of first LNG dual-
fuel vessel

» Joined the Getting to Zero Coalition

» Established MISC Group Human Rights
Commitment and Modern Slavery Policy

Established Flagship Biodiversity Programme

ACHIEVEMENTS

» Received Sustainable Business Awards 2019

» Received recognition at the Prime Minister
Hibiscus Award (PMHA) for Notable Achievement
in Environmental Performance

2016-2020 ¢

Sustainability Voyages

© 2021-2022

MILESTONES

ACHIEVEMENTS

Pledged Net-Zero GHG emissions Commitment
by 2050

Renewed GHG Intensity targets for 2030

Initiated Taskforce on Climate-related Financial
Disclosure (TCFD) Reporting

Renewed Getting to Zero Coalition -
Call for Action Pledge in 2021

The Castor Initiative — develop ammonia-fuelled
zero-carbon emission vessels

Member of Climate Governance Malaysia since 2021

Signatory to Neptune Declaration on Seafarer
Wellbeing

Established MISC Group Ship Recycling Policy in 2021

Established MISC Group Diversity and Inclusion
Statement in 2021

:©

Received Sustainable Business Awards 2020/21

Became constituent of Dow Jones Sustainability
Index (Emerging Market) in 2021 and 2022

MISC Berhad has been included in the S&P Global
Yearbook 2023 as the Sustainability Yearbook
Member for the first time

Conferred Strongest Commitment to Sustainable
Energy Transportation award by Alphas Southeast
Asia in 2022

Rated 4 Star in FTSE4Good Index and constituent
for 9 consecutive years

Received the Silver Award at The Edge ESG Awards
under the Transportation sector for MISC and
Energy sector for MHB

Our first LNG dual-fuel VLCC Eagle Valence won
the Tanker of the Year Award 2022 at the Tanker
Shipping & Trade Awards

29



30

Sustainability Report 2022

Sustainability Voyage

OUR PROGRESS IN 2022

©
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MISC Berhad

Sustainability Voyages

r FINANCIAL PILLAR

To achieve growth in predictable and recurring sources of cashflow

Revenue Operating Profit Cashflows From Operating Activities
RM 13.87 RM 3.10 RM 3.04
billion billion billion
% | Read more on our Sustainable Assets and Services in Economic Value Creation section.

k‘

Owned 11 dual-fuel low-carbon vessels (including 3 vessels « Second year TCFD report includes all business units and

under construction) subsidiaries

1 MOU signed with PTT for the delivery of the ZEV in 2025 - Internal Carbon Pricing (Shadow Price) at USD50/tonn
& 2026 CO.e to be used as initial sensitivity analysis in new
Secured USD 527 million 11-year Sustainability Linked Loan investments beginning 1 Jan 2023.

(SLL) to finance the delivery of its six very large ethane
carriers (VLEC) purchased in July 2020

e

( ENVIRONMENT PILLAR

Towards Decarbonisation

Transition to low-carbon operations

Deploy zero-carbon emission vessel by 2030
Decarbonised shipping operations by 2050
Net-Zero GHG emissions by 2050

% | Read more on Our Decarbonisation pathway section.

o

\_ ~

Developed Material Scope 3 inventory

The Castor Initiative — MOU signed with Lloyds Register and Samsung Heavy Industries to build 2 VLCC zero-emissions
vessels by 2025 and 2026.

Reduced 17% GHG intensity compared with 2008
Total GHG: 4.2 million tonnes

\

r

Promoting Circular Economy

To promote the elimination of waste and the continual use of resources

To increase the usage of renewable resources

% | Read more on Promoting Circular Economy section.

\‘

Conducted Ship Recycling Yard Assurance Programme
Developed Group-wide Ship Recycling Guidelines
99% hazardous waste recycled

J \L

r

Biodiversity Conservation

To conserve and rehabilitate marine biodiversity

% | Read more on Conserving Marine Biodiversity section
~

\

Developed MISC Group Heart of the Ocean Guidelines e 9 school and community awareness programme
Launched Employee Participation Programme for reef conducted

surveys and capacity building at Mersing Island and UMT-  « 124 kg marine debris removed from 7 reef sites
MMS Sea Turtle Conservation Programme « 2,181 turtle nests conserved

32 reef sites surveyed « 78% turtle hatching success

3 reef sites rehabilitated
9 awareness programmes

VAN
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SOCIAL PILLAR
f Health & Safety

To provide a safe and healthy environment for employees, contractors and our communities

To achieve Generative HSSE Culture

A

Implemented Advanced Safety Communication (ASC)
Enhanced Process Safety Management (PSM) programme
Continued with Generative Culture - safety and loss
prevention related programme

Received MSOSH Award Recipient 2022 for Grand, Gold
Merit and Gold Class 1 & 2 category

47% improvement in LTIF compared with previous geam
64% improvement in TRCF compared with previous year
Completed 14 HSE Management System Assurance
135,929 UCUA raised

Conducted 42 Management walkabouts

J

Talent Excellence

\(

To futureproof talent and leadership agenda by accelerating talent potential

To build a performance-driven workforce in an engaging and inclusive work environment

i

Diversity and Inclusion Programmes
Launched Career Management to promote employee self-
driven career path

Enhanced Leadership Pathway & Functional Curriculum to
fulfil current and future development needs

Continued with FlexWork (optimise work life integration
and maximise work efficiency)

Introduced FlexCareer (introducing contingent workforce)
94% high performance talent retention
Maintained successor ratio of 2:1

Community Investment

To foster youth development towards becoming future leaders through education

A

Contributed RM24.2 million for ALAM Cadet sponsorship

228 employees participated in Employee Participation Programmes:

- 77 for reef programme
- 25 for turtle conservation
- 126 for mangrove re-planting programmes

f GOVERNANCE PILLAR

Values, Assurance & Business Ethics

To continuously embed a culture of strong corporate governance and business ethics and conduct
To enhance cybersecurity framework and safeguard our operations.

el
\_ "

42% female Board members

Conducted self-assessment through Operational Legal
Areas (OLA) Functional Checklists

Implemented Compliance and Ethics Survey 2022
Management Scorecard FY2022

Recertification of ISO 37001:2016 Anti-Bribery
Management System

Carried out annual review of MISC Group Bribery and
Corruption Risk Assessment 2022

Completed 3 Human Rights Risk Assessments for
Offshore Business, ALAM and Group Security.
Zero human rights grievance reports

Zero major cybersecurity breach

f Responsible Supply Chain Management

To drive sustainable practices with our suppliers

©

.

Completed ESG self-assessment on 20 critical suppliers

104 participants from 64 third party company of MISC Group attended Annual CoBE, ESG and HSE Training for

MISC Group Third Parties 2022

— I

To create value through trusted stakeholder relationships

A

MISC Group conferred Strongest Commitment to
Sustainable Energy Transportation award by Alphas
Southeast Asia, based on publicly available information and
disclosures.

MISC has been honoured the Silver Awards at The Edge
ESG Awards, under the Transportation category.

MISC remains as a listed constituent in the Dow Jones
Sustainability Index (Emerging Market) for two consecutive
years and FTSE4Good Index for 9 consecutive years

MISC Berhad has been included in the S&P Global
Sustainability Yearbook 2023 as the Sustainability
Yearbook Member for the first time

Completed 197 engagements with customers, investors
and financial institutions on our sustainability agenda
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Sustainability Governance
Prioritising What Matters Most
Our Stakeholders’ Universe
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Approach Approach
SUS I AI NABI LI I Y GOVERNANCE BOARD SUSTAINABILITY AND MANAGEMENT COMMITTEE
RISK COMM ITTEE The Management Committee (MC), which is chaired by the President/Group
Retaining strong governance is vital for the long-term success of a business. Embedded in MISC's Starting from 1 January 2023 onward, Board Governance and Risk CEO and is made up of Vice Presidents of group functions and Managing
commitment to creating value for all our stakeholders, governance goes beyond a set of stated Committee (BGRC) will be renamed as Board Sustainability and Risk Directors/CEOs from the relevant business divisions and subsidiaries,
principles and procedures. Committee (BSRC) supports the Board and its committees on Financial and Governance
sustainability matters that are discussed in monthly MC meetings.
Throughout MISC, we have established transparent and functional sustainability governance BSRC provides oversight of the effective implementation of MISCs _ _ . _
frameworks. All decision-making at MISC is conducted in accordance with our governance standards sustainability strategy, Every quarter, the BSRC reviews, assesses, Dedicated council structures look into specific ESG matters as follows:
which are backed by numerous performance indicators and other controls. reports, and makes pertinent recommendations to the Board about
. . .. . . sustainability which include; I HSSE COUNCIL
Every aspect of MISC's governance incorporates sustainability and MISC's Board of Directors sits - . o -
at the pinnacle of our sustainability governance, exercising stringent control over the Group’s P—————— e e The HSSE councilis a special council dedicated to providing focussed
sustainability strategy and performance. performance discussion on HSSE matters including environment and social sustainability
Sustainability related ) matters and convenes on a monthly basis. The HSSE council is the highest
gg'('f":%fhff{igﬁ‘egr'fé targets, | Cybersecurity performance authority for HSSE in which it is accountable for providing guidance and
SUSTAINABILITY GOVERNANCE STRUCTURE AT MISC GROUP Sostamatita stateoy ] Compliance and Business Ethics (including oversight on all HSSE-related issues, including the group's HSSE policy,

progress status human rights) performance strategic initiatives, management systems, targets, performance, and
management review.

Internal and external sustainability disclosures

) o I MANAGEMENT DEVELOPMENT COMMITTEE
Furthermore, BSRC receives and evaluates reports on significant

Board strategic and operational risk issues, particularly those linked to At the Management Development Committee (MDC), Senior Management
Committees ESG, resulting from quarterly Risk Management Committee (RMC) discuss and make decisions on talent performance, employee performance
meetings. The BSRC reviews mitigation plans and determines the reviews, career development programmes, succession planning, competency
~ X | ' enterprise-level risk appetite in addressing these risks. assessments and other people development-related issues.
Management PRESIDENT / GROUP CEO
Committees L

= RISK MANAGEMENT COMMITTEE
I BOARD AUDIT COMMITTEE I
) ) ) The Risk Management Committee (RMC) serves as the Group's main
FThe BoarcliAu;It Committee (BAC) ovgrS(leed; the |nternba| control platform for advancing the execution of the risk management framework.
ramework and reviews ESG matters, including HSSE, business The RMC meets quarterly to examine the major risks and make sure that

X ethics and whistieblowing/ grievances cases on a quarterly basis. appropriate risk management plans are in place. Also discussed are the
:‘;‘g‘EEgLEﬁ'T‘ controls’ sufficiency and efficacy as well as the robustness of the mitigation
. SUB-COMMITTEE strategies. The BSRC then further deliberates these risk matters on a

quarterly basis before these are presented to the Board.
Corporate f GROUP HEALTH, SAFETY, SECURITY )
Functions ’ " Project Risk Assessment Sub-Committee (PRASC) are formed to discuss and
P N\ A N\ A ‘ N\ ‘ S\ EHEEN RN N E2E) +  Quarterly Whistleblowing and grievance reports of the deliberate individual asset investments risks.
LEGAL, CORPORATE Company; and
HUMAN PROCUREMENT/ ICT/ CORPORATE A CORPORATE ]
SECRETARIAL AND HSSE . . . .
RESOURCE FINANCE PLANNING COMPLIANCE SUSTAINABILITY Group Health, Safetg, Security and Environment Audit CORPORATE SUSTAINABILITY
\ )\ AR J J and Assurance Biannual Reports which focuses on the DEPARTMENT
‘ ! ! I ! I maintenance efficiency and effectiveness of the Group’s
[( CROSS FUNCTIONAL WORK GROUPS R vessels and fioating assets. The Corporate Sustainability (CS) department under Group HSSE division
drive and monitor MISCs commitment to achieve its sustainability

strategic priorities with support from cross-functional work groups at
the business units /subsidiaries level. CS is also responsible for external

BOARD NOMINATION AND sustainability disclosures, reporting, conducting group-wide sustainability
- - - - - REMUNERATION COMMITTEE
o ) ) engagements. CS also provides support and advice to business units
The Nomination and Remuneration Committee (NRC) oversees and subsidiaries on the implementation of their sustainability strategy,

Board performance, Board composition and diversity, Director's
skills and experience, Director’s induction and continuous training
programmes, remuneration of Directors, Senior Management and
employees, and succession planning for the Board and Senior

Business Units/ Subsidiaries

performance, and disclosures.

BOARD

SUSTAINABILITY CUSTODIANS/

o ¥ g ¥ >
In discharging r ( by ( - b d b d ) Management. FOCAL CHAMPIONS
its functions, the Approves Provides Evaluates MISCs || Reviews MISCs Upholds Incorporates Performs R '
main roles and group-wide guidance on | performance on || sustainability agoad sustainablity- | oversight of The NRC also reviews ESG-related performance of senior Corporate Sustainability is supported by cross-functional work groups at
responsibilities sustainability || updating and | sustainability strategy Corporate related risks the Companys management’s ESG related scorecard on a quarterly basis. The the business unit/subsidiary level These functions include Corporate Service
of the Board of strategic plan || reviewing the | disclosures, progress and Governance || as part of sustainability NRC makes appropriate recommendations to the Board to approve, Functions and business units/subsidiaries where each custodian shall be
Directors (Board) and targets Sustainability | sustainability group-wide cultureand || decision reporting and based on the group’s performance against the balanced scorecard Fasked with the responsibility to ensure that the approved initiatives are
are as folows: for the Strategy indices rankings | performance business making disclosures which include dimate-related strategic initiatives, annual GHG implernented.
Company and disclosures conduct emission intensity, health and safety, business ethics, compliance, o _ ) o
L J requirements ) ) and people development indicators. Sustainability focal champions are nominated for each area of sustainability.
(o This structure is to ensure that the sustainability culture is embedded into

MISC decision making and day-to-day operations.
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Approach

PRIORITISING
WHAT MATTERS MOST

At MISC, sustainability is an integral component of our strategic planning, risk management, and
a vital element in every aspect of our business and value chain. As a world-leading provider of
international energy-related maritime solutions and services, we see opportunities for creating

long-term value while minimising external trade-offs associated with our operations and value

chain.

We develop our sustainability agenda to address concerns that matter most to both our
internal and external stakeholders. Hence, obtaining feedback and responding to matters
deemed material to our key stakeholders is a core portion of our sustainability management
approach as part of our Stakeholder Engagement Pillar.

MATERIA

8=®
&5

External impact on economy,

environment and people

IA\I
T
Risk and opportunities of

internal impact on enterprise
value creation

In 2022, we engaged with our key stakeholders and conducted a materiality assessment
to assess the sustainability matters most material for MISC to address.

THE PROCESS - SELECTING MATERIAL TOPICS

The assessment was conducted in three stages:

BENCHMARKING

We conducted desktop
research on current and
emerging sustainability
trends as well as industry
and peer benchmarking
and identified a list of
sustainability matters
relevant to MISC's
business.

STAKEHOLDER ENGAGEMENT

We conducted a survey on the prioritisation of our

material matters with the following internal and
external stakeholders’ groups:

Customers "r%" Senior Leaders
% AAA throughout the

[e]

ML Financial MISC Group

~ Institutions @f Board of Directars
@-@ |nvestors/

(3&1)

®® Analysts

MATERIALITY MATRIX

Using the feedback from our stakeholder engagement survey, we mapped
the MISC materiality matrix based on inputs from both internal and external
stakeholder engagements. The materiality matrix was endorsed by our HSSE
Council and presented to the BSRC and Board accordingly.

MISC Berhad

Approach

MISC GROUP SUSTAINABILITY MATERIALITY MATRIX

SUSTAINABILITY MATERIALITY MATRIX-
RESULTS OF SURVEY

Health and Safety

R— High Highest Climate Change & Energy Management

Materiality Materiality Materiality

® @
® @

O

Values, Governance and Business Ethics
Business Knowledge

Human Rights

Financial Performance

Natural Resource Use

Sustainable Supply Chain

Ocean Health & Air Emissions

Waste Management

EXTERNAL IMPACT
On economy, environment and people

Security

Talent Attraction
Diversity and Inclusion
Digitalisation

Cybersecurity

\/

Water Management
RISK & OPPORTUNITIES

Internal Impact on enterprise value creation Community Investment

OO RSNONOROICRONORONOXOROIOKC)

CREATING BUSINESS VALUE

Results of our materiality assessment have been used in our business practices to:

Align our Sustainability Strategic Priorities with our material matters and relevant UNSDGs;
Guide us on the disclosure topics in our annual reporting;

Reinforce the linkages between ESG risks, opportunities and corporate purpose; and

Guide us in setting our sustainability-related targets and commitments.

Our contributions to the United Nations Sustainable Development Goals (UNSDGs) were mapped according to the sustainability
material topics. Ways in which we address each material matter and our progress towards the UNSDGs are presented in the
following table.
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Approach

MATERIAL
MATTER

HEALTH AND
SAFETY

VALUES,
GOVERNANCE
AND BUSINESS
ETHICS

BUSINESS
KNOWLEDGE

e

HUMAN RIGHTS

9 9
o o
.

FINANCIAL
PERFORMANCE

=

CLIMATE
CHANGE

B

ENERGY
MANAGEMENT

WHY IS THIS MATERIAL FOR MISC?

The continued safety and health of
employees, assets and our cargo
remain our priority to ensure safe
operations.

Conducting ourselves with the highest
standard of integrity and embedding
good corporate governance and
business ethics are important to
achieve sustainable fnancial results.

Increased business knowledge
and employees’ expertise are
instrumental to sustaining good
overall business performance and
customer satisfaction.

Inadequate human rights
management on employee,
contractors, supply chain, security
and community well-being can impact
MISC's ability to trade internationally.

QOur business and entire maritime
and energy sector are afected

by fuctuating prevailing economic
conditions and market sentiment.

The International Maritime
Organisation (IMO) adopted the IMO
GHG initial strategy (IMO 2030 and
IMO 2050) for the shipping sector

in 2018. This initial strateqy, calling

on shipowners to combat climate
change, is particularly relevant as the
majority of our energy is produced by
combusting fuel in our vessels.

The need to manage and reduce
fossil-fueled energy consumption

of our vessels, buildings and

yard operations and switching to
alternative fuels or renewable energy
will reduce the impact of climate
change.

READ MORE ON
OUR PROGRESS
UPDATE IN THIS
REPORT

Operating Safely

Operating
Responsibly

Economic Value
Creation

Respecting Human
Rights at Sea and
Shore

Economic Value
Creation

Our Decarbonisation

Pathway

QOur Decarbonisation

Pathway

SUSTAINABILITY
STRATEGIC
PRIORITIES

Social Pillar -
Health and Safety

Governance
Pillar -

Values, Assurance
and Business
Ethics

Financial Pillar

Governance
Pillar -

Values, Assurance
and Business
Ethics

Financial Pillar

Environment
Pillar -

Towards
Decarbonisation

Environment
Pillar -

Towards
Decarbonisation

Zero fatalities
Limnit for LTIF
<021

Limnit for TRCF
<062

Zero compliance
and business
ethics breaches

42 |Refer to Talent

Attraction
Material Matters

Zero human
rights breaches

A |Refer to

Integrated

Annual Report
2022 Strategic
Review section

Reduction of
50% GHG
intensity

(for shipping
operations) by

2030 (Base year:

2008)
Net-zero GHG
emissions by
2050

2 |Refer to Climate

Change Material
Matters

RELATED

MISC Berhad

MATERIAL
MATTER

NATURAL
RESOURCE
USE

©

SUSTAINABLE
SUPPLY CHAIN

o

OCEAN HEALTH

AIR EMISSIONS

B

WASTE
MANAGEMENT

0%

WHY IS THIS MATERIAL FOR MISC?

Operating in a responsible manner
means reducing our environmental
footprint especially on energy (Mainly
fuel) consumption of our shipping
operations, non-renewable electricity
and freshwater consumption of our
non-shipping operations.

It is important that we ensure our
suppliers are on track with their
sustainability agenda as they

form a signifcant part of MISC's
sustainability journey where we fully
integrate ethical and environmentally
responsible practices aligning with
low-carbon and circular economy
business models.

We recognise the importance of
ocean health and have implemented
pollution prevention strategies

to reduce our impacts on ocean
biodiversitu.

We are aware of the air emissions
from our vessels and yard operations
and are cognisant that these could
impact the environment. Hence, we
monitor and ensure our air emissions
limits do not exceed statutory
requirements.

\We recognise that our operational
activities generate waste and the
need to ensure we responsibly
manage waste from the point

of generation (including waste
elimination and reduction) and
collection to recycling and monitoring.

READ MORE ON
OUR PROGRESS
UPDATE IN THIS
REPORT

Promoting Circular
Economy

Embracing a
Sustainable Supply
Chain

Conserving Marine
Biodiversity

Our Environmental
Performance

Promoting Circular
Economy

SUSTAINABILITY
STRATEGIC
PRIORITIES

Environment
Pillar -

Promating Circular
Economy

Governance
Pillar -
Responsible
Supply Chain

Environment
Pillar -
Biodiversity
Conservation

Environment
Pillar -

Towards
Decarbonisation

Environment
Pillar -

Promating Circular
Economy

Approach

Jo |Refer to Waste

Management
Material Matters

11% critical
supplier
assessed on
ESG.

Zero major spills
Installation of
100% Ballast
Water Treatment
System on
vessels by year
2024

100%
compliance
with regulatory
requirements

27% reduction

in plastic waste
generation per
vessel

40% reduction

in paper
consumption per
vessel

Maintain an
annual 3R

rate of >95%

of hazardous
wastes
generated
Increase the
annual 3R rate of
non-hazardous
wastes
generated to
70%
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v
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MATERIAL
MATTER

SECURITY
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TALENT
ATTRACTION

DIVERSITY AND
INCLUSION
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DIGITALISATION

CYBERSECURITY

WHY IS THIS MATERIAL FOR MISC?

At MISC, we take seriously the
importance of security protection of
our people and assets from physical
actions, intrusions and other events.
Safeqguarding the phusical security of
a business means protecting it from
threat actors, as well as accidents and
natural disasters, such as fres, foods,
earthquakes and severe weather.

Establishing a sustainable talent
stream across all job levels is a key
strategic priority and will provide
seamless leadership and talent
succession planning throughout
MISC. A robust talent management
programme will equip our workforce
with the necessary skills and
competencies to realise our business
objectives.

We believe that a diverse workforce
promaotes an open-minded culture
and encourages new ways of thinking
that are particularly important for our
olobal operations. We practise a non-
discriminatory hiring and promotion
palicy while providing competitive local
employment opportunities wherever
we operate.

Digitalisation will allow us to rapidly
respond to changes based on data-
driven decisions and the innovative
ideas that assist Us in serving
customers more efectively.

Due to the rapid advancement in
digitisation of company processes,
cybersecurity in vital to protect data
from unauthorised access and any
potential disruption to business
continuity.

READ MORE ON
OUR PROGRESS
UPDATE IN THIS
REPORT

Operating Safely

Qur People, Our
Strength

Qur People, Our
Strength

Economic Value
Creation

Strengthening
Cybersecurity

SUSTAINABILITY
STRATEGIC
PRIORITIES

Social Pillar -
Health and Safety

Social Pillar -
Talent Excellence

Social Pillar -
Talent Excellence

Financial Pillar

Governance
Pillar -

Values, Assurance
and Business
Ethics

TARGETS

- Zerosecurity
breaches

High Performing

Talent Retention:

95%

Successor Ratio
(Management
Committee
Positions) of 21
Successor

Ratio (Critical
Positions) of 21

1| Refer to Talent
Attraction
Material Matters

A1 | Refer ta
Cybersecurity
Material Matters

Zero
cybersecurity
breach

MATERIAL
MATTER

WATER
MANAGEMENT

COMMUNITY
INVESTMENT

WHY IS THIS MATERIAL FOR MISC?

We are aware of the importance

of water management at our

yard operations and strive to
reduce consumption and ensure
our efFuents limits do not exceed
statutory requirements. Our vessels
have desalination units onboard to
generate own water usage from
seawater.

Employee involvement in our
community investment programmes
strengthens their mental and
emotional connection with their place
of work, enhancing productivity and
talent management.

READ MORE ON
OUR PROGRESS
UPDATE IN THIS
REPORT

Promating Circular
Economy

Partnering with
Community

43

PRIORITIES

Environment - T
Pillar - CO
Promoting Circular

Economy

Social Pillar - -
Community
Investment
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Sustainability Report 2022

Approach

OUR STAKEHOLDERS' UNIVERSE

At MISC, we are committed to creating positive impacts for the benefit of the global maritime
and energy sectors. Supported by our strategic stakeholder engagement pillar, we have
dedicated our efforts to value creation through close engagements, awareness, dialogue, and
collaboration.

Backed by a solid plan in place to manage our financial, environmental, social and governance
performance, we are continuously demonstrating our dedication to going above and beyond
what stakeholders anticipate from us. Given the dynamic social, economic, and legal factors
that shape the landscape in which we operate, proactive stakeholder engagement is a critical
component of our business strategy. Therefore, we believe that it is crucial to reqularly engage
with our stakeholders and embrace their feedback on key issues of significant importance.

To add value, a stakeholder-inclusive strategy and a structured stakeholder engagement
methodology have been established. Every stage of our value generation process incorporates
stakeholders’ participation.

Develop business initiatives
to boost engagement and
achieve goals

Measure engagement
outcomes as part of value
creation tracking

Define short-, medium-,
and long-term strategies
and goals from feedback

Map identified stakeholder
value proposition against
material topics

MISC STAKEHOLDER ENGAGEMENT PRINCIPLES

@.

Communicate Feedback

sustainability effectively sought

through identified regularly from
platforms stakeholders

Collaborate Promote
with strategic
partners awareness

Transparency
through disclosures
on sustainability-
related frameworks

MISC Berhad

Approach

DEFINING OUR STAKEHOLDERS

We determine pertinent stakeholders by considering their unique characteristics and level of involvement.

The relevant stakeholders are organisations or individuals who are directly or indirectly impacted by MISC's operations and activities
or have the potential to be impacted by MISC are as follows:

1. Allthose who exercise, or could exercise influence over the activity of our business or operations; and
2. All those who are or could be influenced by the activity of our business or operations.

STAKEHOLDER PRIORITISATION

The MISC Stakeholder Map shows the influence and dependence of each stakeholder group on the Group. We have prioritised our key
stakeholders as those who are the most likely to impact the Company's achievement of its strategic objectives and those who can be
positively or negatively impacted by our operations and activities.

A stakeholder matrix is used to prioritise pertinent topics. The influence and dependence of each stakeholder group on MISC are
mapped according to its impact and reliance on MISC as follows:

1. Highly influential stakeholder groups are most likely to give impact to the Company’s achievement of its strategic objectives.
2. Highly dependent stakeholder groups are more positively or negatively impacted by the Company’s operations and activities.

A
T MISC'S STAKEHOLDER MAP
T
Ll
O
:
- - INDUSTRY PEERS \ - CUSTOMERS « EMPLOYEES
~| - ACADEMIC | - GOVERNMENT / REGULATORY - SUPPLIERS / VENDORS /
o ORGANISATIONS e Vo Do Rl Nza Txsll - SHAREHOLDERS /INVESTORS  INSURANCE (CRITICAL)
~| - COMMUNITIES - FINANCIAL PROVIDERS + BUSINESS PARTNERS
=
o COMMUNICATE  [RERMERl
- TRADE ASSOCIATIONS / NGOS / ACTIVIST GROUPS
- SUPPLIERS / VENDORS (NON-CRITICAL)
=
o
—
LOW IMPACT TO MISC GROUP HIGH
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OUR
STAKEHOLDERS

GOVERNMENT/ .
REGULATORY
SHAREHOLDERS/ .
INVESTORS/ FINANCIAL
PROVIDERS .
CUSTOMERS .
EMPLOYEES .

BUSINESS PARTNERS/ .
SUPPLIERS & VENDORS

STAKEHOLDER
VALUE PROPOSITION

Support the government's agenda in promoting
innovation and sustainable growth of the maritime
industry

Licence to sustain operations

Better understanding of MISC's business performance,
financial position and sustainability agenda

Increase shareholder/ investor confidence
Better access to financing

Increase confidence in MISC's capabilities in delivering
quality and sustainable products and services

Career development and growth in a sustainable
organisation

Sustainable Talent - attract and retain talent

Leverage each other’s expertise and collaborate on
innovative products and services

Better understanding of MISC's expectations (including

sustainability agenda) on suppliers and increased
business opportunities

MATERIAL MATTER OF CONCERN / ISSUES RAISED

Crisis management and business continuity

Development of local talent and job opportunities

Corruption and bribery

Project and financial performance

Values and governance

Climate change

Diversity and inclusion

ESG risks and opportunities
Crisis management and business continuity

Values and governance

Business experience
Supply chain management
Climate change

Health and safety

Crisis management and business continuity

Health, safety, security and environment management

Upskilling talent

Diversity and inclusion

Business ethics and compliance

Project and financial performance

Crisis management and business continuity

ESG expectations

Values and governance

Health, safety and environment

Business knowledge and expertise
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OUR STAKEHOLDER ENGAGEMENTS

Depending on the nature of the stakeholder relationship, MISC uses a variety of engagement methods which are designed to provide the
best outcomes whilst taking into consideration the needs and expectations of our stakeholders. One or more methods can be chosen, and
they can be used either simultaneously or sequentially.

OUR STRATEGIC RESPONSE

Collaboration with authorities on emergency response and preparedness

Collaboration on Maritime Academy syllabus to nurture and develop seafarers in line with the nation's maritime vision
Provision of annual job opportunities and development of local talents

Joined MACN to combat corruption in the maritime industry
Implement Code of Business Ethics (CoBE) for employees and third parties

Exercise strong governance an robust risk assesment in project and financial management
MISC 2050 - New income stream to address upcoming energy transition

Exercise strong corporate governance
Business ethics awareness and whistleblowing processes

Net-Zero GHG emissions commitment by 2050
Joined Getting to Zero Coalition with the customers along the value chain to develop commercially viable zero-carbon emission vessels by 2030
Fleet renewal to low-carbon fuelled vessels

Diversity and Inclusion statement
Diversity and Inclusion awareness activities

Incorporate ESG risks and opportunities into business decisions
Close engagements with customers to brief them on our business continuity plan which ensures the least interruption to customer operation

Exercise strong governance in project management
Business ethics awareness and whistleblowing processes

Upskilling competencies to provide niche expertise for maritime services

Set ESG expectations for supply chain and conduct third-party ESG assurance

Fleet renewal to low-carbon fuelled and energy efficiency designed vessels

Implementation of high Health and Safety Standards

Reqular communications on the crisis situation, work from home (WFH) arrangements (where possible) and mental stress programmes

Implementation of high health, safety and environment standards
Employees encouraged to raise Unsafe Condition and Unsafe Act (UCUA) cards
Security risk assesment and investigations to protect security well-being of employees

We improve our employees leadership and functional competencies through our talent programmes
Our people are encouraged to participate and give feedback to stimulate two-way conversations via ECHO+

Encourage and support employee diversity and equal opportunities in our career development programmes
Employee Participation Programme

Business ethics e-learning modules to explain business ethics and compliance
Business ethics awareness and whistleblowing processes
Conflict of Interest Declaration

Exercise strong governance in project and financial

Close engagement with business partners/ suppliers and vendors to execute MISCs pandemic response plan and ensure the least business
interruption

ESG and business assesment covering sustainability strategy, climate change, business ethics, HSE, human rights and promoting circular economy

Sustainability awareness sessions on ESG expectations
Collaboration on low-carbon products and services

Business ethics awareness and whistleblowing processes
Enhance the Know Your Counterparty (KYC) requirement for all business dealings as part of the Third-Party Compliance Due Diligence Guidelines
Provide CoBE training for third-party service providers to ensure that they are aware of our CoBE and other requirements and expectations

Inculcate a stronger HSE discipline and mindset and recognise supplier/vendor with good HSE practices
HSSE Partner’s Summit - Engagement with contractors
HSSE Audit & Assurance Programme

Upskilling competencies for niche expertise in maritime services

A

® (ollaborate

® Communicate

Feedback

Transparency
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Economic Value Creation
Climate-related Financial Risks and Opportunities

Our Decarbonisation Pathway
Promoting Circular Economy
Conserving Marine Biodiversity
Our Environmental Performance

Operating Safely
Our People, Our Strength
Partnering With The Community

Operating Responsibly

Respecting Human Rights At Sea & Shore
Strengthening Cybersecurity

Embracing a Sustainable Supply Chain

Building Trusted Relationship
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ECONOMIC VALUE
CREATION

FINANCIAL PILLAR

Our Commitment

» To achieve growth in predictable and recurring sources of cashflow

Our Initiatives
« A five-year rolling business plan with financial growth plans

« Financial governance framework, developed in line with the Financial Reporting Accounting Standards
and Corporate Financial Policy

Our Contribution to UNSDG

DECENT WORK AND
ECONOMIC GROWTH

Promote sustained economic growth,
full and productive employment, and
decent work for all

‘f.lT{'-:‘-‘? |'1.*‘“1'"_ ‘
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SHIPPING’S ROLE IN BLUE ECONOMY

Oceans and seas cover over two-thirds of the earth’s surface As a player in the tanker shipping industry, MISC has a vital
and with 90% of global trade currently transported through part to play in the global supply chain, considering its crucial
the sea, shipping is undoubtedly the prime facilitator of global role in moving energy waorldwide. Most importantly, MISC aims
trade, as the most efficient and profitable way to move goods. to move energy worldwide in a sustainable way. Our mission
In addition, the shipping industry provides jobs to millions of is to continue to have business growth without significantly
people in developing countries. impacting the environment, whilst actively contributing to
society and upholding strong corporate governance. Hence,
The World Bank defines the Blue Economy as the “sustainable  we see ourselves playing an important contributory role in the
use of ocean resources for economic growth, improved development of the Blue Economu.
livelihoods and jobs while preserving the health of the ocean
ecosystem”.

A

FINANCIAL PILLAR

The Financial Pillar of MISC's Sustainability Strategy aims to achieve predictable growth through recurring cash flow whilst
promoting the effective and responsible use of resources to provide tangible and intangible benefits for the long term. The
Financial Pillar contributes to UNSDG 8 by praviding Decent Work and Economic Growth. We are committed to promoting
sustained, inclusive, and sustainable economic growth, full and productive employment, and decent work for all.

The two key strategic priorities that drive our financial sustainability under this pillar are:

A five-year rolling Financial
business plan governance
financial growth plans framework

Each fiscal year, we develop five-year rolling business plans and financial growth plans. The budget or financial plan primarily
forecasts the future operating revenue, business costs and cash flow management.

Our financial management strictly follows our financial governance framework which is reflected in our Financial Policy and
subjected to annual external third-party assurance and internal audits.

SUSTAINABILITY-LINKED LOAN

In 2022, MISC secured a syndicated USD527 million 11-year Sustainabillity-Linked Loan (SLL) to finance the delivery of its six very
large ethane carriers (VLEC) purchased in July 2020. Joined by six lenders, the SLL structure includes two key performance
indicators (KPIs) relating to greenhouse gas and governance targets.

Building on the lessons from its first SLL experience, MISC will continue to explore SLL solutions to support the achievement of
our sustainability ambitions.
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FINANCIAL PERFORMANCE

Summary of Financial Performance for 2022

FINANCIAL

wOu  REVENUE
S):  rM13.87billion

I_l OPERATING PROFIT
ﬁ@ RM3.10 billion

R Ao

N
EQUITY ATTRIBUTABLE oo o
TO EQUITY HOLDERS OF TOTAL ASSETS
THE CORPORATION RM62.66 billion
RM37.46 billion

DIVIDENDS PER SHARE

CASH FLOWS FROM
OPERATING ACTIVITIES EARNINGS PER SHARE 33 sen
RM3.04 billion 40.80 sen

Annually, we engage external auditors for both audit and
non-audit work when necessary. For FY2022, we spent
RM1,410,000 on non-audit fees for services rendered by
external auditors or their affiliates. This sum included non-
financial data assurance, a limited review of semi-annual
financial results and tax advisory.

The Audit Engagement Partner in charge of MISC is changed
every seven years to ensure that the external auditors’
independence is not compromised. The partner must also
observe a five-year cooling-off period before reappointment,
in line with Malaysian Institute of Accountants (MIA)
recommendations. Internally, the external auditors conduct an
independent Partner Review to preserve their independence.

Our external auditors also provide written assurance to the
Board Audit Committee (BAC), stating their independence
throughout the audit engagement following all the terms of
the relevant professional and regulatory requirements. The
BAC assesses the performance and independence of the
external auditors based on:

- The quality of engagement team including the sufficiency
of resources;

- The quality of communication and interaction; and

- Independence, objectivity, and professional scepticism.

We will continue to assess the external auditors performance
on an annual basis in line with the Policy on External Auditors.

OPERATIONAL EXCELLENCE

>99%

VESSEL
AVAILABILITY

>99%

VESSEL
UTILISATION

>95%

FLOATING
ASSET UPTIME

TAX

I TAX STRATEGY

The MISC tax strategy is implemented via its Tax Policy which
has been approved by the Board of Directors as follows:-

MISC Group is committed to be a responsible
taxpayer by:

« Complying in good Ffaith with all applicable tax laws,
regulations, guidelines and international tax treaties,
and settling tax obligations when legally due, as
company and employer; and

« Maintaining cooperative working relationships with tax
authorities.

Adherence to this Policy is everyone’s responsibility, by
referring all tax related matters to the appropriate parties.

Across the Group, MISC upholds its Tax Policy and strive as to

ensure full compliance with all applicable tax requirements and
pay taxes when legally due wherever we operate and conduct
our business activities.

In line with MISC's corporate values and culture, we aim to create
a culture of mutual respect with all relevant tax authorities and
accordingly behave in a highly cooperative manner at all times.

MISC supports initiatives by tax authaorities or government
agencies, where relevant, that would enhance the tax landscape
of the respective jurisdiction by participating in discussions,
forums, dialogues with tax authorities and/or relevant
institutions and non-governmental organisations, with the aim
of promoting improvement to the tax landscape.

I TAX ROLES AND RESPONSIBILITIES

MISC has a well-resourced tax function that is responsible

for managing tax compliance and tax risks of the Group at
operational level. The tax function also acts as a strategic
business partner that is actively involved in the identification
and implementation of tax requirements by collaborating with
all lines of business across the Group.

A series of Tax Manuals have been rolled out in establishing
the roles and responsibilities of the tax function, the finance
department, and other relevant stakeholders in meeting both
direct and indirect tax compliances.

At the strategic level, the BAC, Board Sustainability and

Risk Committee (BSRC) and the Board have oversight of the
Group's strateqic tax, tax governance and tax risks and as part
of the Group’s financial reviews.

MISC has in place a Tax Compliance & Control Assurance
Framework (formerly known as Tax Control Framework)
which acts as a tool for management to place oversight on
responsibility and accountability of the tax function.

I TAX RISK MANAGEMENT

Group Tax, which is led by Head of Group Tax reporting to Vice
President Finance, is respansible for compliance with the Tax
Policy as well as managing the overall tax risks of the Group
which includes (but is not limited to):

- Changes in tax laws/practices or new tax developments
globally;

- Contractual, business structure and operational tax risks;
and

- Non-compliance events which may result in penalties
imposed by tax authorities.

Depending on the degree of risks, the key tax risks will be
reported to the Management and the Board on a timely
basis to ensure that it will be promptly monitored and
addressed. Management oversight on tax risks is placed
through Management Committee (MC) and Risk Management
Committee (RMQ). Ultimately, reporting will be made to the
Board, BAC and BSRC respectively based on the nature and
criticality of the tax risks.

MISC ensures that the tax function is well-equipped with a
structured tax training programme by experienced trainers to
sustain and enhance the capability and necessary technical
skillset of tax personnel. In addition, the tax function is also
equipped with access to local and global tax databases that
are imperative in managing the Group’s tax risks.

I TAX REPORTING

Rl

I TAX ASSURANCE

Our external auditor performed their independent assurance
as part of the statutory process on MISC's financial reporting
including income tax, tax provisioning and tax accounting.

In addition, external tax consultants are engaged, where
relevant, to provide advice and assurance to support the
Group's decision making process that could involve significant
monetary, requlatory and/or reputational risk events and
other compliance matters.
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HOW WE CREATE INDIRECT ECONOMIC VALUE

The principal businesses of the Group comprise energy
shipping and its related activities, owning and operating
offshore floating solutions, marine repair and conversion,
engineering and construction works, integrated marine
services, port management and maritime services and
maritime education and training. Considering the trends
affecting our customers, communities, the environment, and
broader society, we anticipate our work's indirect impact on all
of relevant stakeholders and factors.

We see ourselves as serving to connect energy producers

to consumers who require energy for electricity generation,
heating, transportation and as raw materials to produce other
manufactured consumer goods.

As one of the world's largest single owner and operator of
LNG carriers that is able to call at more than 30 liquefaction
terminals and 80 receiving terminals worldwide, MISC Group’s
fleet of LNG vessels transports an estimated 6% of the world’s
LNG cargoes.

SUSTAINABILITY RISKS AND OPPORTUNITIES -
OUR MARKET ENTERPRISE VALUE

CLIMATE CHANGE RISKS AND TRANSITION TO
LOW-CARBON OPERATIONS

Impacts from the increase in temperature is evident by the
increased frequency and magnitude of extreme weather
events such as heatwaves, droughts, flooding, winter storms,
hurricanes, and wildfires. Under the 2015 Paris Agreement,
nations agreed to limit global warming to well below 2°C,

but preferably 1.5°C, compared to pre-industrial levels. The
Intergovernmental Panel on Climate Change’s (IPCC) Iatest
findings suggest 1.5°C warming will be reached or exceeded in
the early 2030s in all considered emissions scenarios, except
the highest in which the crossing could occur even earlier.

A

While we take cognisance that the carbon emission
contributed by our operations does contribute to climate
change and may have impact to the ocean health, we are
striving to transition to low-carbon operations before moving
on towards our long-term commitment of reaching a net-zero
state in 2050. In 2022, we recorded 11 low-carbon dual-

fuel vessels within our existing fleet size and our first four
ammonia-fuelled zero-carbon emission vessels (two VLCC and
two Aframaxes) will be delivered in 2025 and 2026.

Our Petroleum & Product Shipping Business is a market
leader in lightering operations in the United States’ Gulf of
Mexico and we are the top three owner-operators of Dynamic
Positioning Shuttle Tankers (DPST). These shuttle tankers
transport crude oil from offshore ail fields to terminals

where the use of subsea pipelines are not feasible. Dynamic
positioning (DP) systems are an essential component

in today’s shuttle tanker technology and are capable of
maintaining the tanker in position in harsh weather conditions.

Over the past years, we have remained on a steady growth
trajectory to generate sustainable value for our stakeholders
including provision of over 9,000 job opportunities with a total
of 1,200 supply chain organisations supporting our business.
As we continue our forward moving journey, we are mindful
of the threats that continue to challenge the world in 2022
which includes the onset of climate change resulting in rapid
movement towards energy transition, slow post-COVID 19
pandemic economic recovery and the Russia Ukraine conflict
which has resulted in major supply chain disruptions.

In line with increasing legislation on GHG emissions, the

cost of business compliance is also expected to increase.

To compensate for the increase, charterers may be legally
mandated to bear the cost of compliance and this would drive
up the demand for lower carbon vessels.

The rapid onset of energy transition may also reduce the
need to transport oil and gas, thus reducing market demand
for tankers. MISC 2050 is our long-range strategy to diversify
and explore new income streams along with the renewable
energy and waste-to-value chain, that can complement our
existing portfolios.

TALENT ATTRACTION AND GLOBAL JOB
OPPORTUNITIES

In running our operations, MISC employs a diverse team of
employees globally. In tandem with the growth of our operations,
we have local hires within each of our operational footprints.

The rapid advancement in technology would render some of the
existing roles to be irrelevant eventually. MISC constantly reviews
the need to re-skill talents and improve our talent attraction and
retention benefits. MISC takes talent development seriously

and have designed a comprehensive career management
framework that covers recruitment, development and employee
participation programmes and employee welfare.

A

I SUPPLY CHAIN RISKS, OPPORTUNITIES AND
COLLABORATIONS

Supply chain risks exists in our value chain covering bribery
and corruption, health and safety, human rights, and
environmental pollution, all of which contributes to potential
reputational risks to MISC.

MISC embarked on a Responsible Supply Chain Programme
to conduct an ESG self-assessment on our critical suppliers
and has implemented a Code of Conduct and Business Ethics
for Third Parties which outlines the requirements for good
business ethic practices.

A

I POST COVID-19 PANDEMIC

Eaglestar embarked on its COVID-19 vaccination drive since
vaccination was introduced in 2021. We have now reached
100% vaccination status for our seafarers, completing both
first and second doses of the vaccine.

Our achievement in completing the 100% COVID-19 vaccination
rate, coupled with the reduction of restrictions related to
COVID-19 in most countries, allowed us to revise our Standard
Operating Procedures (SOPs) for crew change effective

1 May 202¢. This includes PCR tests that will be conducted
only if there is a statutory requirement to do so. Whilst

the repatriation of Chinese seafarers and executing crew
changes in China was one of the key challenges in 2022,
various strategies were incorporated to ensure seamless crew
operation such as effective execution of seafarer’s tour of
duty onboard allowing minimum disruption to crew changes,
proactive close collabaration with relevant authorities in
various countries to establish safe travel corridor as well as
testing procedures in various stages of travel of the seafarers.

Eaglestar has always emphasised its seafarer’s physical
and mental wellness onboard, and the COVID-19 pandemic
has further created new challenges to be addressed. Thus,
at Eaglestar, we have proactively strengthened our efforts
in improving the well-being of our seafarers and adopted a
holistic and sustainable approach to support and improve
mental health amongst our seafarers.

A Mental Wellness Guideline was developed by Eaglestar, and
this gquideline was adopted and published by INTERTANKO as
Crew Welfare Management and Mental Wellness quidelines.
Eaglestar has taken a progressive action to address mental
wellness of crew and become a pacesetter for the shipping
industry.

I DIGITALISATION AND INNOVATION
COLLABORATIONS

Since 2020, we have been installing digital systems on our
vessels with the aim of improving vessel efficiency and safety.
Our digitalisation journey for the entire fleet is on track and
will be completed by 2023.

- E-navigation systems that offer greater accuracy

- Internet-of-Things connectivity for real-time monitoring of
shipboard systems

- Internet-of-Services to connect with shore-based services
- Integrated ship control with big data

Focusing on 5 main components comprising of Emotional,
Occupational, Physical, Social Well-Being and Environmental
elements, various key initiatives were implemented. Initiatives
such as Mental Health Support Solutions (MHSS), providing
seafarers with a 24/7 helpline with qualified psychologists,
counselling trainings to identify depression and anxiety
onboard such as Mind Guardian programmes, as well as
establishment of a dedicated channel for seafarers to
communicate any grievances has assisted us to address
the emational component of mental and physical well-being
onboard.

In addition, seafarers' mental health was an area of focus
during COVID-19 period due to limited or restrictions to

shore leave. To ensure the good mental health of seafarers,
effective 25 June 2022, Eaglestar has proactively implemented
a risk-based approach for shore leave at specific ports
allowing seafarers much needed breaks and avoiding mental
exhaustion away from the controlled working conditions
onboard. The risk-based approach for shore leave is
developed through risk assessments done for a specific

port considering the number of active cases, vaccination
rates at the port area and the country COVID-19 policy. Upon
completion of risk assessments, seafarers may go ashore by
taking certain mandatory precautions such as wearing masks
and physical distancing.

Despite there is reduction in the restrictions and challenges
from COVID-19, Eaglestar proactively continues to drive and
establish actions to address the mental wellness and physical
well-being through the various initiatives and quidelines
established.
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GAS ASSETS & SOLUTIONS BUSINESS SEGMENT (GAS)

I VERY LARGE ETHANE CARRIER

Since 2021, we expanded our business into the ethane market and now own six very large ethane carriers (VLECs). Our
VLECs are powered by a ME-GI (gas injection) engine which are fitted with the latest pump vaporiser unit (PVU), making
them some of the very few vessels in the world with ethane burning capability. These vessels are equipped with a cargo
containment system for dual cargo loading. They also have LNG ready notation by ABS. All VLECs comply with NO, and SO,
emission requirements in the gas and fuel mode. It is an advanced active emissions contraol technology system that injects
a liquid-reductant agent through a special catalyst into the exhaust stream of engine. The vessel's selective catalytic
reduction (SCR) system complies with the IMO Tier Il nitrogen oxide (NO,) standards.

I LIQUIFIED NATURAL GAS CARRIER

Two of our liquified natural gas (LNG) carriers for SeaRiver Maritime (SRM), currently being constructed in South Kores,
are featured with state-of-the-art technologies that includes modern XDF propulsion i.e. XDF 1.0 engines and partial
re-liquefaction facility for higher efficiencies to meet the demand for worldwide trading and long-haul. The LNG carriers
have a capacity of 174,000cbm and are scheduled to be delivered in 2023.

In 2022, we were awarded a total of 12 newbuilding LNG carrier awards by QatarEnergy and 2 LNG carrier awards by SRM.
These carriers will be equipped with eco-efficient technologies ie. X-DF 2.1 engines with Intelligent Control by Exhaust

Recycling (iCER) System, partial re-liquefaction facility and Air Lubrication System, which will contribute to the reduction of
GHG emissions. XDF 2.1 with iCER improves fuel efficiency and reduces methane slip by 50% compared to X-DF1.0 engines.

I MINIMUM MANNING INITIATIVES AT FLOATING STORAGE UNIT

In March 2021, GAS Business has identified floating storage unit (FSU) Minimum Manning Operation as one of the new
technology undertakings it would pursue. This will complement its current non-conventional portfolio. The minimum
manning solution is considered novel as it has not yet to be commercialised elsewhere in the world prior to this studu.

Thereafter, the feasibility study was conducted by Lloyd's Register (LR), to determine the technical and regulatory viability
of a proposed FSU solution with either an unmanned or minimum manning operation. From the study, LR has awarded
our Floating Storage Units Tenaga Satu and Tenaga Empat, which are located at Regasification Terminal Sungai Udang,
the Approval in Principle (AIP) certification for Normally Unmanned Installations (NUI) operations on 16 March 2022. LR’s
Rules and Requlations for LR Digital Ships - ShipRight procedure applies for the assignment of digital descriptive notes for
autonomous and remote access ships effective March 2019.

With this AIP, MISC is well positioned to take the follow through steps towards embracing digitalisation and autonomous
ship initiatives in the future.

I LNG TO POWER

LNG to Power (L2P) product portfolio consists of FSU, Floating Storage & Regasification Units (FSRU) and Floating Storage
Regasification and Power Plants (FSR-P). The non-conventional solution can be developed using newbuild vessel or by
conversion on existing LNG carrier. On the later option, it demonstrates MISC's commitment to extend the lifespan of old
assets by repurposing end of life assets into other usage of floating assets in the spirit of promoting the circular economu.

PETROLEUM & PRODUCT SHIPPING BUSINESS SEGMENT (AET)

I LNG DUAL-FUEL VERY LARGE CRUDE CARRIERS

AET is one of the first international tanker companies to have invested in LNG dual-fuel vessels. As of end 2022, there are 11
dual-fuel vessels in its fleet; four Aframaxes, two Dynamic Positioning Shuttle Tankers and two amongst the world's first very
large crude carrier (VLCC) with three more VLCCs under construction to be delivered to AET in 2023.

These latest three LNG dual-fuel VLCCs under construction are designed to be energy efficient and in compliance with IMO's
2025 Energy Efficiency Design Index (EEDI) Phase 3. Each vessel will have an electronically controlled, gas-injection (MEGI)
engine that can significantly reduce methane emissions. They are capable of achieving a 99% reduction in sulphur oxide
(S0 emission, 85% reduction in nitrogen oxides (NQ, ), 95% less particulate matter (PM) and up to 30% less CO, on LNG
mode when compared to marine gas oil. These LNG dual-fuel vessels are able to comply with IMO Tier Il standards for NO,
emissions and the IMO 2020 requlation for a sulphur cap of 0.5%. They also feature a hybrid vertical bow that lowers hull
resistance, improves fuel efficiency, and reduces ship vibrations. The energy-saving devices fitted will further reduce GHG
emissions from these vessels.

I AMMONIA-FUELLED ZERO CARBON EMISSION VESSELS

In 2020, MISC Group launched the Castor Initiative to work collaboratively in developing commercially viable deep-sea zero-
emission vessels by 2030. In April 2022, AET signed a Memorandum of Understanding (MOU) with Lloyd's Register and Samsung
Heavy Industries which are also founding members of the Castor Initiative.

The three companies are taking the lead to encourage the use of green ammonia as propulsion fuel for the development and
construction of the first two ammonia dual-fuel zero-emission VLCCs, which will be owned and operated by AET in late 2025 and
early 2026.

The Castor Initiative members will focus on identifying green shipping corridors to facilitate the bunkering of these zero-
emission VLCCs. This is certainly a landmark step forward which signifies MISC and AET's longer term net-zero GHG emissions
commitment by 2050.

In September 2022, PTT and AET signed a MOU for the development and construction of two zero-emission Aframaxes to be
powered by green ammonia.

PTT and AET are jointly taking the lead to encourage the use of green ammonia as the main propulsion fuel. AET will select a
suitable shipyard and the two zero-emission dual-fuel tankers are to be delivered to PTT for long-term charters in Q4 2025 and
Q1 2026 respectively. This collaboration is complementary to ‘The Castor initiative’, to make zero emission shipping a reality.
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PETROLEUM & PRODUCT SHIPPING BUSINESS SEGMENT (AET)

I ECO-EFFICIENT DYNAMIC POSITIONING SHUTTLE TANKERS

AET is an established Dynamic Position Shuttle Tanker (DPST) owner, with a fleet of 17 shuttle tankers. Four of these vessels
are operating in the Barent and North Seas and 13 in the Brazilian Basin. All are supported by our local teams to better
service our customers and strengthen stakeholder relationships.

Our LNG dual-fuel DPSTs, Eagle Blane and Eagle Balder, are fitted with volatile organic compound (VOC) recovery systems.
Captured VOCs can be reused as supplementary fuel reducing emissions as well as operating cost.

Furthermore, AET has grown its DPST operations in Brazil to 13 vessels, adding six vessels in 2022. These vessels are fully
compliant with IMO NO, Tier Il and SO, emission requirements. In addition, they are equipped with electrical-driven Variable
Frequency Drive (VFD) cargo pumps and efficient thrusters for enhanced fuel efficiency and are fully capable of operating in
weather conditions expected for their class.

Three sister vessels; Eagle Campos, Eagle Canoas, and Eagle Colombo are also fitted with energy-saving devices such as the
Hi Pre-Swirl Duct and Rudder Bulb for improved propulsion efficiency and are already EEDI Phase 2 compliant.

Three sister vessels; Eagle Cambe, Eagle Crato, and Eagle Colatina are fitted with energy- saving devices such as Saver
Fins and Savor Stator for improved propulsion efficiency and are approximately 6% more efficient than the EEDI Phase 2
requirements.

We are committed to ensuring that our DPST vessels are eco-efficient and operated following the highest safety and
environmental standards.

I COLD IRONING INITIATIVE

Our journey towards net zero emisison requires seeking the right solutions across our operations. Instead of burning fuel
onboard our Lightering Support Vessels (LSV) when docked at our Galveston facility in Texas, US, our AET Offshore (AETO)
team introduced the cold ironing initiative in Q2 2021 providing onshore electrical power supply as an alternative fuel source.
The change in power source resulted in an estimated 68% reduction of CO,e emissions in 2021 and 67% reduction of CO.e
emissions in 2022. Furthermore, this initiative also eliminated noise onboard and thereby helped create a healthier working
environment for our LSV crew.

AET remains commited towards net-zero and continues to explore effective and practical solutions to reduce our GHG

emissions.
0 — CO,e Emissions
FUEL
@ 67%
C0.e
Emissions
reduction

1 Hour SHORE POWER

requirement

while alongside - H
CO,e Emissions

of energy
CO,e emissions reduced by an estimated 983 tonnes since 2021

OFFSHORE BUSINESS SEGMENT

I NEW BUILDS FLOATING PRODUCTION STORAGE OFFSHORE

MISC has made our commitment to the greater global sustainability agenda aiming to limit global warming and facilitate the
transition towards a thriving, low-carbon economy. Offshore Business has integrated climate considerations into our business
and sustainable strategies, with a clear pathway mapped out and aligned with MISC's commitment towards achieving Net-
Zero GHG emissions at the latest by 2050. Although we may consider 30 years a long time, in reality we have no time to lose.
We plan to deploy commercially viable low-carbon technologies that will allow us to progressively decarbonise and we are
initiating the introduction of these technologies into our New Builds Floating Production Storage Offshore (NBFPSO). We plan
to systematically transition through "multiple pathways" in the growing energy transition market.

By implementing of these Sustainable
Technologies, our NBFPSO shall gain
added value such as:

The NBFPSO is designed to include Sustainable Technologies that will enable
Offshore Business to progressively achieve our climate commitments. This
is part of Offshore Business's value creation and reputation enhancement,
supporting MISC's climate strategy and contributing to MISC Group’s Net-zero
commitment, by relying on continuous innavation as an almost inexhaustible
source of advantages and benefits for sustainable development. Some of our

- Reduced/zero GHG emissions;
- Increasing power generation

Sustainable Technologies incorporated in the design include: eFﬂoen;g; .
- Increasing process efficiency;
- Power Generation with carbon capture and injection to the reservoir; . Compete in low carbon business
- Combined cycle power generation; environment;
- Power generation supplemented with renewables; - To operate in the most responsible
- Electrical storage; and sustainable way; and
- All electric ‘driver’ configuration; and -+ Increased pool of investors/
« Huydrocarbon cargo tank blanketing. lenders.

I ENVIRONMENTAL PERFORMANCE MONITORING SOLUTIONS (EPMS)

In 2022, our Offshore Business developed a comprehensive digital emissions monitoring solution which enabled the
automation of data insights to improve on the overall performance of our floating offshare assets.

The outcome of the pilot project led to the setup of an initial data pipeline from the asset to the Cloud, as well as a dashboard
displaying the data at an agreed frequency. This will allow us to rapidly exchange information, hence allowing us to more
rapidly respond to changes based on data driven decisions and increase the efficiency of processes.

The Environmental Performance Monitoring Solutions (EPMS) will enhance customer satisfaction, allowing us to provide
integrated and innovative solutions that serve customers more effectively. The EPMS digitalisation initiative is part of our
Offshore Business value creation and reputation enhancement supporting MISC's climate strategy and contributing to MISC
Group’s Net-zero GHG emissions commitment.

The digitalisation of EPMS can help to monitor emissions and energy efficiency resulting in less downtime, more reliability
and higher overall profitability while enabling us to obtain valuable information on the behavioural patterns of the equipment.
There will be continuous improvement in the entire process with the application of machine learning where data is collected
and analysed on board and turned into meaningful information whilst connected in real time to a dashboard. This offers

the opportunity to gain deeper insights into the operations and eventually, the business and value chain, helping to drive
enhanced decision making.

By analysing the vast information available, Offshore Business will be able to provide insights to customers to help them
quantify, report, and reduce their Scope 1 carbon footprint and forecast future carbon emissions based on historical
performance and trends identified form data fed into the model. This will help Offshore Business and our customers to
understand and manage the emissions of their value chain. This is also part of our climate strategy to achieve Net-zero GHG
emissions by continuously deploying digital energy efficient technologies and increasing operational efficiencies.
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MARINE & HEAVY ENGINEERING BUSINESS SEGMENT (MHB)

Our Marine and Heavy Engineering yards operate one of the largest marine and heavy engineering facilities in the Southeast
Asian region and is the only one in Malaysia that is capable of delivering complex offshore and onshore mega structures with
full range of Engineering, Procurement, Construction, Installation and Commissioning (EPCIC) services.

In 2022, our Marine and Heavy Engineering business segment signed strategic partnerships to support maritime
decarbonisation agenda:

- MOU with Silverstream Technologies, provider for air lubrication systems that can allow vessels to reduce fuel consumption
and associated emissions. MHB is able to provide the installation and retrofit services of the air lubrication system during
client vessels’ dry dockings. The solution harnesses the knowledge on hull fluid dynamics to deliver 5-10% net fuel savings
depending on the vessel's profile and emissions savings for oceangoing vessels.

- MOU with Bureau Veritas Solutions that provides technical and consultation services on vessel improvements such as Hull
Performance Audit to improve vessel efficiency, Technical Advisory on several solutions and retrofit strategy based on
each vessel profile. MHB provides the retrofit work on existing vessels to meet IMO's Energy Efficiency Existing Ship Index
(EEXI) and Carbon Intensity Indicator (CII) compliance. These retrofit strategies can assist to reduce up to 17% Net Fuel
Savings depending on the vessel's profile.

Carbon Capture and Storage

MHB has secured a contract from PETRONAS Carigali Sdn Bhd (PCSB) to undertake the EPCIC services for the Kasawari
Carbon Capture & Storage (CCS) project, off the coast of Sarawak, Malaysia. Once completed, the project will be the world's
largest offshore CCS project by volume of CO, capture and the first CCS project in Malaysia.

INTEGRATED MARINE SERVICES BUSINESS SEGMENT (EAGLESTAR)

As one of the leading global providers of international energy related maritime solutions and services, with 8 modern and
diversified fleet of vessels, a significant portion of our human capital comprise seafarers who execute our commercial strategy
and operations on the high seas. Our pool of seafaring employees is managed by our integrated marine services subsidiary,
Eaglestar.

To ensure a sustainable, highly skilled pool of technical and maritime talent pipeline, Eaglestar has in place a structured people
capability development programme for seafarers and shore resources.

To enhance our employees’ competency levels, as well as improve and expand their proficiency and capabilities across various
aspects of the business and operations the following initiatives are being carried out:

- Employees training and upskilling programme;
« Succession planning initiatives; and
- Recruitment and training through cadetship programme in collaboration with ALAM.

In 2022, Eaglestar has committed an investment of approximately USD 5.5 million in training and development programmes
for seafarers. We employed a multiskilling approach in our talent development strateqy, focusing on programmes that
expanded our crew capabilities. This ensures they are equipped with the right set of skills to operate more types of vessels
namely very large ethane carriers (VLEC), LNG bunkering vessel (LBV), LNG carriers (LNGC), LNG dual-fuel and eco-friendly
petroleum tankers and dynamic positioning shuttle tankers (DPST), LNG floating storage units (FSU) and modular capture
vessels (MCV).

I THE CASTOR INITIATIVE

The Castor Initiative was launched in January 2020 to drive shipping towards a decarbonised future through a global
collaboration effort by 8 leading partners of the maritime industry. Currently, Castor Initiative is comprised of MISC Berhad,
Llyod's Register (LR), Samsung Heavy Industries (SHI), MAN Energy Solutions (MAN ES), YARA Clean Ammonia (Yara),
Maritime and Port Authority of Singapore (MPA), Jurong Port Private Limited (JPPL) and TotalEnergies. The global coalition
of maritime industry leaders has enabled collaboration between a circle of maritime expertise, to ensure and support the
complete ecosystem required for ammonia-fuelled tanker to operate safely and sustainabluy.

On 5 April 2022, classification society Lloyd's Register, shipbuilder SHI and shipping company MISC via its subsidiary, AET,
signed an MOU for the development and construction of two deep sea tankers to be fuelled by ammonia. The experience and
expertise of each Castor Initiative partner will be central to the success of the initiative, from conception to project realisation.

Eaglestar’s advantage as one of the earliest ship managers of LNG and dual-fuel vessels within the maritime industry,
enables us to play a vital role in supporting this aspiration by contributing our extensive knowledge and capabilities in
technological solutions and maritime talents.

We have embarked on initiatives to fortify our human capital and people capabilities to support MISC Group as well as The
Castor Initiative's aspirations which will ultimately contribute to the maritime industry’s decarbonisation goals. Several key
focus areas to establish Eaglestar capabilities to build and operate ammonia-fuelled vessels as follows:

- Collaborations with industry partners identifying green shipping corridors to establish ammonia bunkering services;

- Collaboration with maritime autharities, industry partners and leading maritime institutions to develop and establish
approved training syllabus for seafarers to operate ammonia fuelled vessels; and

- Toidentify and reskill seafarers and shore technical personnel to build, manage and operate ammonia fueled vessels.

The Castor Initiative would serve as one of the key pathways for MISC Group to achieve its Net-Zero GHG emissions
commitments by 2050 by progressively rejuvenating its existing assets to zero-emissions vessels.
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PORT MANAGEMENT & MARITIME SERVICES BUSINESS SEGMENT (MMS)

MISC Maritime Services Sdn. Bhd. (MMS) is a world-class maritime service provider with three decades of proven experience in
delivering the highest quality of port management and maritime services to major oil and gas companies.

As part of MISC Group, MMS serves as the centre for maritime services in the provision of port and terminal management
and operations, marine assurance and compliance, as well as consultancy services to a range of clients in the energy sector
including PETRONAS Group, supporting their upstream and downstream activities. As a service provider that prides itself in
delivering high standards of operational excellence, we recruit the best talents in the industry. MMS currently has a team of
around 170 highly skilled and qualified master mariners, marine engineers, accredited inspectors, naval architects and marine
technologists.

We have a business presence in the West Coast, East Coast and East Malaysia, with our headquarters located in Kuala Lumpur.
MMS is the port operator for Sungai Udang Port Sdn Bhd and the terminal operator for Regasification Gas Terminal in Melaka.

In Terengganu, we operate and provide management support services to Kertih Port Sdn Bhd and operate offshore terminal
operations for FPSOs/ FSOs in East Coast waters, two Terengganu Crude Qil Terminal (TCOT) Single Anchor Leg Moorings
(SALM) and one Single Point Mooring (SPM) for PETRONAS Penapisan Terengganu Sdn Bhd (PPTSB).

In Sabah and Sarawak, we support our clients by operating SPMs at the Miri Crude Oil Terminal (MCOT), Bintulu Crude Oil
Terminal (BCOT), Bintulu Integrated Facility (BIF) and Sabah Oil & Gas Terminal (SOGT) which have a total of 5 SPMs. Since
2017, we have been providing pilotage services for PETRONAS FLNG SATU and PETRONAS FLNG DUA since 2020. We also
administer PETRONAS' policy on maritime activities to ensure full compliance with the policy.

We are equipped with the Smart Port system to monitor and streamline our operations at our ports and terminals. During
the year, we had enhanced our digital platform for port and terminal operations to include port engineering and maintenance
scopes.

For marine assurance and compliance, we provide screening, inspection and assessment services including:

Offshore Vessels Inspection Database (OVID);

Offshore Vessel Management and Self-Assessment (OVMSA);
Recognised Security Organisation Auditor (RSO);

Ship Inspection Report Programme (SIRE);

Vessel Inspection Screenings (VIS);

Tanker Management Self-Assessment (TMSA);

Roving Marine Marshall Services (RMMS);

Condition Assessment Program (CAP) Review;

Pre-Hire Inspections, Dynamic Positioning (DP) Inspectors;
Marine Warranty Surveyor (MWS); and

Marine Risk Assessor.

Our systematic and web-based risk management tools — the Offshore Support Vessel Inspection System (OSVIS) and Vessel
Inspection System (VIS) - are now accessible via a mobile application and ensure that inspected vessels are fit for operations
as per our clients’ requirements.

Since our incorporation in 1992, we have successfully handled over 50,000 vessels of up to 320,000 dwt at our ports and
terminals in Malaysia, operate nine out of twelve SPMs and our OCIMF accredited inspectors have performed more than
64,000 vessel inspections and screenings.

MMS is 8 member of the Oil Companies International Marine Forum (OCIMF) and International Marine Contractors Association
(IMCA).

MARITIME EDUCATION & TRAINING BUSINESS SEGMENT (ALAM)

Akademi Laut Malaysia (ALAM) is our flagship and leading maritime academy in the region which offers a combined
Standards of Training, Certification and Watchkeeping for Seafarers (STCW) courses with the Department of Skills
Development certification and the Malaysia Skills Certificate (SKM).

ALAM has trained more than 14,000 seafarers since 1977 and offers 160 courses including hands-on shipboard training
and assessment for deck and engineering officers, ratings and advanced diploma programmes. ALAM also equipped with
simulators such as the Bridge, Engine and Cargo Handling.

In the future, ALAM intends to develop courses related on Sustainable Development Goals (SDGs) and the syllabus will be
focusing on the maritime industry and the needs in upholding the SDGs philosophy such as:

The 17 Sustainable Development Goals (SDGs) and
Sustainability-related issues in maritime industry.

The driver is to equip the participants with the knowledge and competency needed to develop insights into both local and
global critical issues on sustainability and position them as potential sustainability change-makers.

In support of the UN Sustainable Development Goal Number 5, gender equality, ALAM have been training female cadets since
2006. Many of these female cadets have become competent seafarers and officers with rewarding careers within the Group
and externally.

As part of the “Just Transition” movement, ALAM is gearing up to better equip our seafarers to ensure that the shipping
industry responds to the climate emergency which puts seafarers and communities at the heart of the solution.
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CLIMATE-RELATED FINANCIAL
RISKS AND OPPORTUNITIES

MISC’s Climate Framework is based on the Task Force on Climate-related Financial Disclosures
(TCFD) Recommendations that represent core elements of climate management: governance,
strategy, risk management, and metrics and targets. All TCFD thematic elements are reflected
in the structure of our disclosures in the following sections.

Governance Strategy
Board S
Board Sustainability & Risk Committee
Risk Management Committee
HSSE Council

|dentification of Climate Risks
and Opportunities

Scenario Analysis
Strategic Risk and Planning

MISC CLIMATE ~
FRAMEWORK

=\ /

etrics & Targets

Carbon Intensity Reduction
- Total GHG monitoring
Climate Remuneration
Financial Risk Indicators
Internal Carbon Pricing

Risk Management

Enterprise Risk Management
Project Risk Assessment

Since 2021 we began implementing climate scenario analysis In this 2022 TCFD Report, we have expanded the scope of
in line with the Intergovernmental Panel on Climate Change’s our TCFD initiatives to include our key enablers’ business
(IPCQO) sixth assessment report, to review and assess our segments. We have also implemented climate-related risk
business resilience under two global warming scenarios, a integration measures into the existing risk management

low emissions pathway (1.5 °C) and a high emissions pathway  process and formalised the climate scenario analysis process
(4 °C). MISC Group became a TCFD Supporter in 2021 and
issued our inaugural report in our Sustainability Report 2021,
following the TCFD framework.

into MISC's annual strateqic planning exercise.

GOVERNANCE

ELETG
MISC Board makes strategic decisions that incorporate
climate risks opportunities whilst contributing to a net-zero economy

Board Sustainability & Risk Committee (BSRC)
Reviews the adequacy and effectiveness of MISC's Management Framework and ongoing
activities in identifying, monitoring and mitigating risks (including climate-related risks)

1
| |

Risk Management Committee (RMC)* HSSE Council*
Responsible for driving the implementation of Discuss GHG performance and compliance
risk management framework status with current and emerging regulations

*

Chaired by the President/Group CEO (PGCEQ). Members comprise Vice Presidents from each division and the Managing Directors / CEOs of MISC
Group of Companies.

MISC Berhad

I BOARD OVERSIGHT

The Board and BSRC consider climate-
related issues when reviewing and
guiding strategy, major plans of action,
risk management policies, annual
budgets, and business plans as well
as setting performance objectives,
monitoring implementation and
performance, and overseeing major
capital expenditures, acquisitions, and
divestitures. On a quarterly basis,

the Board through the BSRC monitors
and oversees GHG performance and
climate-related strategic initiatives’
progress against goals and targets.

Financial Pillar

I MANAGEMENT OVERSIGHT

The RMC holds quarterly meetings to review key business risks and ensures
that mitigation plans are in place to manage such risks. The adequacy and
effectiveness of the controls and the robustness of the mitigation actions are
also addressed. These are then further deliberated by the BSRC and reported
to the Board each quarter.

Group HSSE provides updates to the HSSE Council and BSRC on GHG
performance against set targets including the assessment and management of
climate-related issues each quarter.

Subsequently, the identified climate-related risks and mitigation strategies are
refined and cascaded into the Group’s risk register. These issues and strategies
are monitored and brought to the RMC and the BSRC on a quarterly basis.
Climate-related risks for investment opportunities are also assessed under
Project Risk Assessments for approval by the Project Risk Assessments Sub-
Committee (PRASC), BSRC and MISC's Board.

STRATEGY

I CLIMATE-RELATED RISKS AND OPPORTUNITIES EMBEDMENT INTO BUSINESS STRATEGIES

The Corporate Planning division oversees the integration of climate-related risk and opportunities into the existing group-
wide strategic planning exercise annually to facilitate strategic plans for the Group. During the annual strategic planning
exercise, the business and climate-related risks and opportunities are considered for inclusion into the business strategies.

II SHORT, MEDIUM AND LONG-TERM TIME HORIZONS

MISC Group has defined its short, medium and long-term time horizons in identifying climate risks and opportunities. In doing
so, we take into consideration the useful life of our assets and the impact of these climate-related issues over the medium

and longer terms.

Short Term
Within
the Next 5 years

Time

Horizon

Any climate-related
risks that have or
Time are expected to have

Horizon material financial
Rationale impacts in the next
5 years from current
and emerging climate

on Material
Financial

Impact legislation and market
transition to low-carbon

assets

Medium Term
Current Year Up to 2030

Long Term
2031 - 2050

Any climate-related risks
that have or are expected
to have material financial
impacts in addressing the
risks and opportunities
of the energy transition,
global movement towards
Net-Zero Economy by

Any climate-related risks that have or are expected
to have material financial impacts in meeting the
following expectations:

- IMO 2030 targets to reduce CO, emissions per
transport work by at least 40% by 2030 compared
to 2008

Considering the lifespan of a vessel is
approximately 20-25 years, the shipping industry 2050 and IMO 2050
has to be able to develop commercially viable aspiration (50% reduction
deep-sea zero carbon emission vessels by 2030 to in total GHG compared to
meet IMO 2050 goals and Net-Zero GHG Emissions 2008)
Commitment by 2050
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II IDENTIFICATION OF CLIMATE-RELATED RISKS AND OPPORTUNITIES

MISC Group determines which risks and opportunities have a
material financial impact on the organisation by considering
the following matters:

- Climate-related driving forces that presents risks and
opportunities for MISC Group. These driving forces are:

1. Phuysical;
. Requlatory;
. Technological;
. Market; and
. Reputation & Social.

PHYSICAL

OVERVIEW OF REGULATORY

MISC GROUP
CLIMATE-
RELATED

RISKS AND
OPPORTUNITIES

TECHNOLOGICAL

MARKET

REPUTATION &
SOCIAL

- Expected time horizon of the climate issue likely to be of a
global concern;

Likelihood of the climate issue to impact MISC business
objectives; and

The severity/financial impact of the climate risks on MISC
business objectives.

MISC Group has identified both physical and transition
climate-related risks and opportunities for our own business
and across our value chain including upstream suppliers and
downstream customers.

« Increase in extreme wind and precipitation (acute)
« Sea level rise (chronic)

« Development of new technologies for low-carbon solutions

« Training for the right expertise and skills required to
manage new assets

« Talent retention and attraction

« Being perceived as advanced or laggard in climate change
action / failure to comply with regulation

All MISC vessels
and offshore
assets are
designed to

withstand
extreme
weather.

MISC Berhad

Financial Pillar
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In the following tables that follow, we identify climate-related risks and opportunities with potential impact to our business
over short- (0-5 years), medium- (up to 2030), and long-term (2031-2050) time horizons, as well as our strategies to manage
and mitigate each risk. Risks are categorised into two groups as outlined by the TCFD:

1. Phuysical risks created from a changing climate and

2. Transition risks, created by the world’s transition to a low-carbon economuy.

=29

Physical Risks —

e, )
6 %o
2\ Acute extreme weather

According to the IPCC, in a 4 °C world where carbon policy fails to mitigate global average temperature increases, the
frequency and severity of acute events will be more drastic than today. In a 1.5 °C world, these changes will be felt to a

lesser extent.

Time horizon: Medium to Long Term

Operational delays

:_ « Personal injury and asset damage
— ’\ « Cost of compliance

Risks:

1. Increased costs resulting from operational delays/
disruptions due to extreme weather.

2. Increased number of personal injury and asset damage
cases due to extreme weather resulting in increased
insurance premiums.

3. Reputational impact from failure to deliver projects on
time (due to disruption of asset newbuilding yards/port
operations and supply chain operational disruptions
caused by extreme weather).

4. Increased compliance costs as extreme weather can lead
to increased risk of spill or leaks leading to damages and
potential litigation.

Impact to Business

Marine repairs

Remote inspection

Specialised port management services
Supply chain collaboration

il

Opportunities:

1. Potential increased revenue for:

- Marine & Heavy Engineering segment on marine repairs
as vessels will require frequent maintenance/ad-hoc
repairs to withstand the increasing intensity of extreme
weather.

- Port Management & Terminal Services segment on
remote inspection and heightened need for specialised
port management services.

2. Increased collaboration across the supply chain or research
and development for our shipping, offshore and Marine &
Heavy Engineering business segments on asset design
initiatives to better withstand extreme weather events and
climate-related risks.

Management Approach

All MISC vessels and offshore assets are designed to
withstand extreme weather. All vessels also receive weather
maps, satellite images, and other information as provided by
National Oceanic and Atmospheric Administration (NOAA)
and guidance from port authorities. These vessels are able
to survive extreme weather and the information systems

on board allows the crew to safely navigate during extreme
weather events. MISC vessels are equipped with reliable and
accurate sensors, as well as complete weather monitoring
solutions to enable predictions based on the sea state, wind,
and all other weather conditions vital to the safety and
operation of the vessel.

MISC continuously works to improve the specifications of its
newbuild vessels to address acute physical risks. In addition,
stringent safety controls are applied to vessel navigation. A
comprehensive set of procedures have been introduced that
cover passage planning, vessel management in bad weather,
navigational equipment maintenance, resources management
and contingency plans for various vessel emergencies.

At Group level, Group Crisis Management Plan (GCMP) is in
place to govern crises at the corporate level. All operational-
level emergency plans have clear linkages to the GCMP. These
plans are integrated into our business continuity management
and disaster recovery planning to mitigate business risk.

MISC Berhad

e, ‘%9 Physical Risks -

A&\ Chronic extreme weather

Financial Pillar

According to the IPCC, in a 4 °C world where carbon policy fails to mitigate global average temperature increases, there
will be severe changes in overarching climate patterns, including an average rise in sea level of 11.81 inches by 2030 and a
reduction in worldwide productivity and GDP growth. In a 1.5 °C world, we expect the increase in chronic impacts to occur

over a much longer timescale and to be more limited.

Impact to Business

Time horizon: Medium to Long Term

: « Increased property maintenance cost
/\ « Operational delays

Risks:

1. Increased cost of property maintenance/reinforcements
and relocations due to erosion from sea level rise/tidal wave
changes.

2. Customer port and terminal area will be impacted and may
impact the need for port management services.

3. Delays in shipment due to disruption to trading routes, ports
and related infrastructure due to submergence, coastal
flooding and coastal erosion.

Management Approach

Chronic physical risks, including increasing sea levels, may
have impacts on our shipping operations, offshore floating
facilities, marine repairs and heavy engineering yards. We
understand that the conditions and severity of risks may
change over time. Therefore, MISC continues to monitor these
risk indicators and develop specific mitigation measures to
ensure resilience of the business infrastructures.

MISC progressively steps-up preventive inspection and
monitoring measures including dredging activities to reinforce
our coastal operational areas and cater for any impacts due to
rise in sea levels and tidal waves.

®
/D « Less dredging maintenance cost

Opportunities:

Reduced cost of business from less maintenance dredging
(levelling of seabed) services for our Marine & Heavy
Engineering business segment.

Stance on Artic Routes:

The melting of the ice caps may open up more Northern Sea
routes which is said to improve the shipping routes between
the Artic region and Asia. One of the key instruments when
considering any proposal involving trade in the Arctic routes is
compliance with the Polar Code. The chapters in the Code each
set out goals and functional requirements to include (amongst
others) prevention of ail pollution, prevention of pollution

from noxious liquid substances from ships, prevention of
pollution by sewage from ships and prevention of pollution

by discharge of garbage from ships. There is the aspect of
restricting emission of black carbon from shipping operating
in the Arctic regions. The Marine Environment Protection
Committee’s meeting for its 77 session (MEPC 77) also
adopted a resolution on voluntary use of cleaner fuels in the
Arctic, to reduce black carbon emissions. In this regard, MISC's
current business model does not involve trading in areas
governed by the Polar Code.

MISC’s current business model
does not involve trading in areas
governed by the Polar Code.
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@ Transition Risks —
&Y. Regulatory

Increasing carbon-related policies and legislations such as the Energy Efficiency Existing Index (EEXI) and Carbon Intensity
Indicator (Cll), European Union Emissions Trading System (EU ETS) and the FuelEU Maritime Regulation will continue to
increase the cost of compliance.

Decarbonisation is now one of the most critical challenges for the maritime industry. Bearing in mind the multiple pathways
and degree of uncertainty surrounding each pathway, industry players are taking the necessary steps to reach the goal for
the reduction of GHG emissions from shipping by at least 50 percent by 2050. Shipyards, engine manufacturers and energy
companies are upgrading their operations and technologies to meet future emerging legislations.

Impact to Business

Time horizon: Short to Medium Term

« Cost of compliance

:_ « Carbon tax
=%

N Decreased asset value

Risks:

1. Increase in compliance cost to cater for higher possibilities
of leak and spillage which leads to subsequent higher
clean-up or restoration cost.

2. Increased cost of compliance (e.g. newer technology) to
meet growing stringent environmental and climate policies
and regulations.

3. Higher operational costs due to potential carbon tax
incurred and older vessels on conventional fuel.

4. Reduced potential for contract extension due to high
carbon emissions/non-compliant for customers regulatory
requirement (high cost of compliance for customer) resulting
in decreased asset value and risk of stranded assets.

« Collaboration on low-carbon solutions

(/l:l » Market increase in low to zero-carbon vessels,

new inspections and training

Opportunities:

1. Increased opportunities for our shipping, offshore and Marine
& Heavy Engineering business segments to collaborate on
low-carbon solutions/new technologies with customers,
resulting in cost sharing and potential full investments from
customers.

2. New business for our shipping and offshore business
segments by providing low to zero carbon assets.

3. New revenues for our Port Management & Maritime Services
from provision of environmental-related inspections for future
legislation for marine transport industry.

4. Increased revenue for Maritime Education & Training business
on the ability to provide new or enhanced training syllabus
due to new/GHG adaptation retrofits/new asset class vessels.

Management Approach

Regulatory and compliance risks associated with current

or emerging requlations is a part of MISC's climate-related
risk assessments. The compliance requirements and costs
associated with relevant regulations in the countries and
regions in which we operate are considered as part of our
compliance programmes and processes to ensure compliance
with the requirements.

We proactively keep abreast with maritime legislation and the
unilateral decisions of maritime nations. MISC is guided by the
IMO regulations, guidelines and strategy in addressing GHG
emissions from international shipping.

IMO's MEPC has adopted an initial strategy to reduce GHG
emissions from ships. The MEPC aims to reduce total annual
GHG emissions by at least 50% by 2050 compared to 2008
while pursuing efforts to phase them out entirely.

The Energy Efficiency Design Index (EEDI) has been driving
technical efficiency improvements in new ships since

2013. Incrementally tightened every five years, the EEDI is
expected to stimulate continued innovation and the technical
development of all the components influencing the energy
efficiency of a ship from its design phase.

New and emerging climate-related regulations include:

- The EEXI, which comes into force on 1 January 2023, adopted
by IMO, requires existing ships to improve their technical
efficiency to a required energy efficiency standard. Vessels
that do not meet the minimum design efficiency standard will
require technical modifications to achieve compliance.

- The carbon intensity indicator (Cll) scheme is IMO's new
requirement to be enforced commencing 1 January 2023,
which will rank ships on a scale of A (best) to E (worst)
based on the ship's operational CO, intensity. Vessels rated
D for three consecutive years or Rating E will be required to

carry out corrective action plans to reduce their CO, intensity
to achieve Rating C. The plan must be documented in the Ship’s
Energy Efficiency Management Plan (SEEMP).

- New and innovative emission reduction mechanisms are being
considered, possibly including market-based measures (MBMs),
to incentivise GHG emissions reductions.

- The European Union Emissions Trading System (EU ETS) is
expected to be fully extended to shipping in 2024 and will apply
to ships over 5,000 gross tonnes performing voyages for the
purpose of transporting cargo for commercial purposes, and
arriving at, within, or departing from ports under the jurisdiction
of an EU member state.

- The FuelEU Maritime Regulation is expected to apply to 5,000
GT vessels from 2025 and is aimed at increasing the use of
low-carbon fuel by introducing limits to GHG intensity of energy
used onboard ships that trade in EU waters.

MISC continually monitors compliance with existing regulations and
any new or emerging regulatory developments as part of its risk
assessment and assurance process via the following activities:

« Annual sharing sessions by industry experts and analysts to
share insights on market outlook including any new or emerging
regulatory developments.

- Participation in maritime industry forums to exchange ideas and
keep abreast of developments in climate-related legislations.

- Engagement with various stakeholders including but not limited
to regulatory bodies, classification sacieties, flag states, marine
departments of the various countries and customers.

- Conduct internal assurance activity relating to Regulations and
Law (R&L), where we undertake the self-assessment of our
compliance level on both existing and emerging regulations
including twice yearly attestation by the relevant businesses on
compliance towards relevant R&L.

- Carry out detailed studies on technological options and CAPEX
allocations are then planned out to ensure compliance with
current and emerging legislation.

971 o .
§§ Transition Risks -

. Technological

Global climate policies and commitments have accelerated the development of new technologies on low-carbon solutions.
Keeping updated with new technologies requires resources to conduct research and development including training for
the right expertise and skills required to manage new low-carbon technologies.

Time horizon: Short to Medium Term

+ Increase in CAPEX/OPEX

:_ « Pilot cost in new technologies
—_——7

A\, © Cost of reskilling

Risks:

1. Increased CAPEX and OPEX on implementation of new low-
carbon solutions.

2. Investment cost in research and development offering
products and technologies aimed at reducing carbon
emissions.

3. Increased cost of reskilling existing talents and employing
maore talent to manage new low-carbon technologies.

4. Risk of technological uncertainty — technologies may not
perform as expected nor provide solutions to meet emerging
regulations.

5. Autonomous (including digitalisation) of port management
may reduce the market need for seafarers and port
management services.

We have been improving the technological design of our
vessels in terms of energy efficiency to meet the expectations
of our stakeholders. Initiatives have been undertaken for

our newbuilds and retrofitting existing vessels with green
technologies include energy efficiency measures and
emissions reduction system. For example, since 2019 we have
introduced the dual-fuel system into our newer petroleum
vessels.

As members of the Getting to Zero Coalition, we share its
ambition of getting commercially viable deep-sea zero-
carbon emission vessels powered by zero-emission fuels into
operation by 2030. MISC has partnered with strategic players

Impact to Business

« Energy cost savings

®
/ I:I « Collaboration on low-carbon solutions

« New shore to sea services/ floating assets and
training

Opportunities:

1. Annual cost savings from reduced cost of fuel and electricity
consumption.

2. Increased opportunities to collaborate on low-carbon
solutions with customers, resulting in cost sharing or
potential full investments from customers.

3. Take a market-leading position in adopting new low-carbon
technology.

4. New revenue from
- Enhanced technologically innovative services for shore to

sea services for Port Management & Maritime Services.

- New offshore floating renewables (offshore wind
industry) due to expertise in floating assets by our
Offshore Business segment.

- Increased opportunity for our Maritime Education
& Training business segment, to provide niche and
structured training opportunities required in managing
new vessel classes.

Management Approach

on The Castor Initiative. This joint development project is
aimed at developing commercially viable ammonia-fuelled
tankers to support a decarbonised future for the shipping
industry.

MISC's Petroleum and Product business segment is also
exploring GHG abatement technologies to reduce methane
emissions from LNG fuelled vessels and carbon capture
technologies for retrofitting its existing fleet. At MISC Group
level, incubation workgroups are formed to review GHG
abatement technologies that are suitable for adoption on
MISC vessels.

MISC has partnered with strategic

players on The Castor Initiative aimed at
developing commercially viable ammonia-
fuelled tankers to support a decarbonised
Future For the shipping industry.
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/\f\/ Transition Risks -

=~ Market

Shift in customer expectations towards a low-carbon economy resulting in energy transition to alternative fuels/renewable
energy will most likely reduce the global need for fossil fuels. This may impact market size requirements for oil and gas
tankers, offshore assets and the need for heavy engineering fabrication works. In addition, changing capital provider
trends towards net-zero and sustainable investments, will reduce capital availability for fossil fuel related projects.

Impact to Business

Time horizon: Medium to Long Term

: « Market resizing due to energy transition
= /\ « Increased cost of borrowings

Risks:

1. Increased adoption of renewable energy may impact
demand for fossil fuels, thus reducing market need for
current oil and gas related services.

2. Risk of investors avoiding exposure to oil and gas related
businesses.

3. Increased cost of borrowing and reduced capital availability
as financial institutions are more reluctant to act as
intermediaries.

4. Insurance companies may be reconsidering their
underwriting policies based on their climate risk policies.

/I:I « Low carbon solution services from new income

streams

Opportunities:
1. Increased revenue through:

- Ability to venture into full EPCIC with our internal
competency and engineering capability in low-carbon
technologies and collaboration with low-carbon solution
providers.

- Ability to offer modifications/retrofits/conversions on
vessels and assets to reduce GHG emissions.

- New business opportunities within the renewables
segment (e.g. offshore wind farm projects).

- Tapping into new gas market areas (e.g. liquid CO, carrier
in supporting the carbon capture, utilisation and storage
(CCUS) initiative).

- Potential revenue stream from the option for minimum
manning on Floating Storage Unit facilities which
enhance safety and reduce cost in the long run.

2. Reduced cost of borrowings with increased chances

for preferential rate (sustainability linked loans /green

financing) from capital providers as an early mover on low-

carbon technology.

Management Approach

MISC is gearing up to cater to customers’ preferences for low-
carbon solutions. Since 2019, our Petroleum fleet (AET) has been
progressively introducing LNG dual-fuel vessels and as of 2022,
we have a total of 11 dual-fuel engines vessels (with 3 under
construction). In 2021, AET partnered with Daphne Technologies
to pilot the use of GHG abatement technology to reduce
methane slips from our LNG dual-fuel vessels.

The Castor Initiative aims to develop zero-carbon emission
vessels (ZEV) to address the shift towards a low-carbon
economy. MISC expects to progressively change its fleet to

ZEV latest by 2030 as part of its Net-Zero GHG Emissions
commitment by 2050. We have an MOU with a charterer to
deliver our initial 2 units of ammonia fuelled zero-carbon emission
Aframax vessels by 2025 and 2026.

In addition, some of the low-carbon technologies installed on our
offshore assets recently include the Flare Gas Recovery System,
Combined-Cycle Power System, Condensate Recovery System
and Variable Speed Drive.

In addressing the market risks on the potential market resizing
of oil and gas business opportunities towards renewable
energy typed opportunities, our shipping and offshore business

segments are exploring new gas-related cargo carriers and
alternative energy offshore assets to serve new energy
transition market areas.

Our MISC 2050 business strategy enables MISC to explore
innovative ideas that will produce assets and services to support
the value chain of the following two pillars of growth:

- Renewable Energu.

- Waste-to-Value.

Being the connectors to bridge the land-based economy with the
emerging ocean economy, our existing business can support our
future new pillars of growth as follows:

- Marine & Heavy Engineering business segment is well
positioned to construct sea-worthy assets that can support
the ocean economu.

- Our offshore and shipping business segments have vast
experience on operating and leasing large-scale assets that
float on the seas.

- MISC shipping businesses provide specialised services that
transport energy (molecules) across the globe to meet the
demands of energy producers, energy importers and traders.

- Our existing marine-related business engineering and
operating expertise will be our fundamental strengths as we
explore possibilities in the emerging ocean economy.
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Being perceived as either advanced or a laggard on climate change action could impact our reputation with customers

and may impact talent retention and attraction.

Impact to Business

Time horizon: Short to Long Term

Z_ « Brand equity to attract customers and talents

Risks:

1. Poor climate performance may reduce MISC's brand equity,
which may result in:
Being less competitive and attractive to customers and
capital providers.
- Difficulty to attract and retain talent as the newer
generation may not wish to be associated with oil and
gas related businesses.

« Investments in low-carbon technologies

®
/D | | « Stewardship position in decarbonisation

Opportunities:

1. Investments in low-carbon technologies and GHG
performance may lead to inspiring better trust in the
company and reputation benefits.

2. Taking a stewardship position and driving advancements in
decarbonisation technology will attract and retain talents.

Management Approach

MISC operates in maritime and energy-related industries, both
of which are highly scrutinised by stakeholders in terms of
transparency on their environmental stewardship efforts.

MISC introduced several measures and initiatives to address

reputational risks including:

- Setting GHG emissions intensity reduction goals;

« Committing to Net-Zero GHG emissions by 2050; and

- Communicating sustainability efforts and achievements to
internal and external stakehalders.

MISC has a shared responsibility to demonstrate its
commitment to driving positive decarbonisation efforts within
the shipping industry and locally through our:

- Role as a strateqic partner of the Global Maritime Forum;

- Signatory to Getting to Zero Coalition since 2019; and

- Corporate Friends of Climate Governance Malaysia.

QOur progress in addressing climate-related challenges will

enhance our reputation, increase trust and strengthen our
position as a leading global industry player in contributing
towards climate action.

At MISC, we understand that advancement in green technology
will require new skillsets and talent. Plans are in place to

reskill resources and align with new business partners on

new low- or zero-carbon technologies which will reposition
MISC's stewardship position in driving advancements in
decarbonisation technologuy.

Our progress in addressing
climate-related challenges will
enhance our reputation, increase
trust and strengthen our position
as a leading global industry
player in contributing towards
climate action.
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RISK MANAGEMENT

MISC Group evaluates climate risk as part of its strategy and business planning process and Enterprise Risk Management
(ERM) framewaork. Project Risk Assessment (PRA) is conducted to identify risks before starting a new capital-intensive
project. The PRA enables the business to identify and implement appropriate controls to mitigate the project risks.

Annual Strategic Planning & Budget Cycle

External
Environment

Analysis Risk & Strategic

Opportunities Priorities

Business
Outlook

Input from climate
scenario analysis

I STRATEGIC RISK

In identifying our strategic climate risks, we consider the
following factors:

- The external environment analysis which includes
considering the impact of climate-related scenarios on our
business outlook; and

- Existing and emerging requlatory requirements related to
climate change.

Material risks and opportunities will be translated into
strateqic priorities as part of our five-year rolling business
plan. A risk or opportunity is deemed material if has a high
chance of occurrence and has substantial financial impact on
MISC objectives.

I INVESTMENT DECISIONS

Climate-related risks and opportunities are considered

in project risk assessments and project economics,

which are reflected in Management and Board Final
Investment Decision (FID) papers. MISC prioritises risks and
opportunities, including those related to climate challenges
by assessing the severity of the potential impacts of the risk
and the scale of the opportunities.

As part of MISC's investment decisions, the following
considerations are undertaken to estimate the potential
size and scope of identified climate-related risks of carbon
emissions of new assets before proposing options to
mitigate, transfer, accept, or control those risks:

- Existing and emerging requlatory requirements related to
climate change including applicable external carbon prices;

- Potential low-carbon technologies to improve the
emission, efficiency, and performance of the asset
(including sensitivity assessment using internal carbon
pricing — shadow price comparisons); and

- Total greenhouse gas and intensity rates of the new asset
and alignment with MISC’s climate commitments.

Annual Risk Register Review

Short / BUs / SEs Risk
Medium / Register
Objective / Long Term Risks }
Target (risk which could

hinder the achivement
of organisations’
objectives / target)

Input from climate-related
risk assessment

I ENTERPRISE RISK MANAGEMENT (ERM)

Risk management activities are undertaken at service/
business units/subsidiary levels across the Group. Risk reports
are reviewed and monitored by the Corporate Planning division
quarterly before being escalated to the Risk Management
Committee and deliberation by the BSRC and subsequently
reported to MISC Board. As part of MISC's ERM process, service
/business units and subsidiaries are required to perform an
annual review of their risk profiles, with emphasis on linking
risks to MISC's business objectives, which includes climate-
related risks, its impact and mitigation plans.

MISC adopts the PETRONAS Resiliency Model (PRM), which
provides an integrated view for managing risks. It is also
guided by international best practice on risk management
as per ISO 31000 and the Malaysian Code of Corporate
Governance (MCCG) 2021

I SCENARIO ANALYSIS

The impact of several pathways and assumptions on MISC's
business was modelled using two GHG scenarios — a Low
GHG and a High GHG Scenario in 2100, taking a snapshot of
the pathway in 2050:

- Alow emissions scenario in accordance with limiting global
temperature rise to 1.5 °C; and

- A high emissions scenario where temperatures rises 4 °C
from pre-industrial levels.

The scenario modelling assumptions were sourced from:
- Intergovernmental Panel on Climate Change (IPCC);

- Representative Concentration Pathways
(RCP 2.6 and RCP 8.5);

- Shared Socioeconomic Pathways (SSP);
- International Energy Agency (IEA); and
- The International Renewable Energy Agency (IRENA).

Financial Pillar

RCP Scenario — Scenario Definition

Representative
Concentration
Pathways (RCP)
Scenario

A set of scenarios created by the IPCC assuming the different outcomes of climate change depending on the

performance of greenhouse gas emissions policies. It refers to the degree of influence force that changes
the energy balance of greenhouse gases, etc.

RCP Scenario - Projection Per Scenario

Projection of temperature rise | Projection of sea-level rise from

AESEEIER : £ from 2081 to 2100 2081 to 2100
Analysis Scenario concentration
Q) in 2100 Average Average
15 RCP 26 421ppm 16 °C 08~23°C 0.49m 0.35~0.69m
4.0 RCP 8.5 936ppm 43°C 3.2~5.4°C 0.89m 0.54~1.13m

CO, emissions remain constant until early this century, then
Very low future decline, becoming negative by the of the century. This scenario
emissions assumes a sharp decline in the use of fossil fuel, increased use
(1.5°Q) of cropland for biofuel production, and reduction of methane

MISC emissions by 40%.
Scenario
Analysis
assumes X By the end of the century, CO, emissions will be three times
Very h_'grf future RCP higher than present. There is a large increase in methane
emlssions 8.5 emissions. Energy use will further increase, mostly using fossil
[ fuels. Uptake of renewables is very limited, and there is hardly any

implementation of climate policies.

To understand and connect the political, business and social responses to climate change and associated global carbon
budgets, emissions pathways and the expected physical climate-related impacts, the climate analysis and scenarios were
derived based on the following driving forces:

Low Emissions Scenario
(In line with a 1.5 °C world)

High Emissions Scenario
(In line with a 4.0 °C world)

Driving Forces

- Sea level rise already occurring
- (Changes in sea wave patterns

- Sea level rise worsening
- Greater risks in absence of mitigation measures

ENVIRONMENTAL - Extreme weather effects on infrastructure and - Unpredictable sea wave patterns
communities - Greater frequency and impacts of extreme weather
- International collaboration
- Policies to support ‘Net-Zera' transition - (Carbon pricing not broadly adopted or at a lower price
POLITICAL & - Government incentives and collaboration on: - Large differences across regions and countries on

LEGAL - Carbon pricing environmental standards and requirements
- GHG legal frameworks and acts

- Industry environmental standards

- Process efficiency focus and slower shift towards best
performing technologies

- Lack of collaboration

-+ Increased costs of energy transition

- Lack of funding to deploy CCUS on a large scale

- Renewable and carbon-neutral fuel developments
TECHNOLOGICAL - Collaborations and investments increasing on CCUS
technologies and cross-sector CCUS adoption

- GDP growth: between 1.5%-2.5% annually

. . Of — (o)
- Rapid transformation towards renewables and as a GDP growth: between 1.3% - 2.3% annually

ECONOMIC large part of energy systems + Slower transformation towards renewables

- National energy transition plans in place
REPUTATION & . .Sl’_ts:ighc.)rl"der pﬁfsureefor C“T?tenrisl;rdnanagegeent . Irgiraestsi,gg pressure and urgency placed on companies
SOCIAL rends in working age popuiations and customers - Heightened working age populations and customers

concerned on company ESG performance concerned on company ESG performance
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Outcome of MISC Group Climate Scenario Analysis

Risk

Category 23 Opportunities
Extreme weather
Acute
(acute)
Physical
Chronic Sea level rise (chronic)
Increasing
Regulatory environmental/carbon
regulations
Development of new
low-carbon solutions
Technological ~ technologies
Training for the right
expertise and skills
Shift in customer and
T iti market expectations
ransition towards low-carbon
Market Eimeimy
Changing capital
providers trends

llar

Potential Risks and

Being perceived as

advanced/laggard in

climate change

Reputation &
Social

Talent retention and

attraction

Insignificant to minor to impact to
MISC's current business objectives

Low Emissions Scenario
(1.5 °C)

Minimal impact as assets today
is built to withstand certai
extreme weather conditions

Increased cost of property
maintenance/reinforcements
and relocations due to erosion
from sea level rise/tidal wave

changes

High Emissions Scenario
(4.0 °C)

Increased OPEX to maintain and
n reinforce assets due to extreme
heightened weather conditions

Increased OPEX to relocate or
implement adaptation measures
for operations at coastal
locations

Escalating compliance cost

due to increasingly heightened
carbon regulations - capital

expenditure (CAPEX) and
operational cost (OPEX)

cost (OPEX)

and transportation assets
logistics services

Lack of funding/Increased
interest rates for conventi
marine fuelled assets

Increased OPEX to attract
retain talents

Moderate impact to MISC's current
business objectives

Increased investment cost in
low-carbon technologies

Increased talent development

Reduced market demand for
petroleum production, storage

Increased compliance cost due
to moderately increasing carbon
regulation - CAPEX and OPEX

Increased investment cost in
low-carbon technologies

Increased talent development
cost (OPEX)

Moderate reduction in market
demand for petroleum
production, storage and
transportation assets and
logistics services

and

Increased interest rates for
onal conventional marine fuelled
assets

and Moderate increased OPEX to
attract and retain talents

Major impact to MISC's current
business objectives

MISC Berhad

Financial Pillar

I] 1.5 °C SCENARIO

This scenario correlates and is aligned with the Paris Agreement to keep average global warming well below 2 °C and continue
all efforts to limit the rise in temperatures to below 1.5 °C. In this scenario, global governments are collaborating on carbon
requlations and policies. There is higher gross domestic product (GDP) growth and a significant transition to renewables

with continued growth in energy demand. Increased interest and demands are made from various stakeholder groups
regarding climate change. Extensive research and development on alternative energy, renewables, carbon removal and

rapid technological improvements on emissions reductions exist. There is a continued adoption and awareness of changing
environmental regulations on carbon pricing and other legal frameworks, supported by climate action across industries.

:_ + Reduced market demand for petroleum
fm\ /\ production, storage and transportation

HEHE CLIMATE RISKS

Increasing environmental/carbon policies and leqgislation
driving towards a rapid energy transition to renewables,
cleaner and/or non-fossil fuelled energy sources may impact
our shipping and offshore business segments resulting in
reduced market demand for petroleum production, storage
and transportation assets and logistics services. As a result,
it is expected that there will be increased compliance costs in
the form of increased CAPEX and operational costs for future
and existing assets. Stringent environmental requlations
may cause assets to be sold prematurely if they cannot be
climate-proofed without considerable investment. However,
these decommissioned assets open up other opportunities
for repurposing these assets as floating storage for the
alternative green fuel market and other circular economy
opportunities in the future ocean economu.

HNENE CLIMATE OPPORTUNITIES

MISC's Gas Assets & Solution (GAS) business segment

is expected to continue to have short- to medium-term
transition opportunities due to strong demand and market
growth for cleaner sources of energy; and relatively
reduced carbon tax for clean fuel such as LNG. Beyond the
medium-term horizan, LNG as a transition fuel may still see
growth especially with emerging advanced technological
improvements to reduce methane slip emissions from LNG
and incentives by government policies to adopt cleaner
energy as transition fuels prior to full adoption of renewables
and other zero-carbon energy fuels. Our shipping business
segment, Gas Assets & Solutions and Petroleum & Product
Shipping, can benefit from increased revenue from new
vessels and asset classes that can cater for market demand
to meet growing stringent environmental and low-carbon
related legislation. These new business segment and low-
carbon services can allow MISC to enter new markets as an

« Repurpose assets as alternative fuel floating

®
/ storage
_EI.DJ]_ « Short-medium term demand for LNG vessels

alternative energy transporter such as an alternative fuel
transporter or stored renewable energu.

An increased global carbon tax may increase MISC's cost

of operation in the short term. In the longer term, it will

also promote investments in the carbon capture and
storage (CCS) market and low-carbon or more efficient

GHG abatement technologies. Our Shipping and Offshore
Business segments have an opportunity to collaborate with
supply chain partners and customers to improve the GHG
performance of assets in the medium- to long-term.

We expect that our market reputation will improve as
business partners recognise us as a low-carbon solution
provider contributing to net-zero and the circular economuy.
Seizing opportunities to take leadership positions in the
market will increase competitiveness and opportunities for
new contracts. These opportunities may increase revenue
and help attract and retain talents within the organisation.
In this scenario, collaboration across the value chain and the
advancement of technology to build zero-carbon emission
vessels with high energy efficiency and optimised resource
utilisation will enable increased cost-sharing for retrofitting
and investment plans. Sustainable annual cost savings from
lower energy consumption may also compensate for higher
research and development and CAPEX allocation.

The Marine & Heavy Engineering business segment is
expected to seize business opportunities and increase
revenue by offering modifications, retrofits and conversions
to vessels and floaters, as they race to comply with stringent
future climate legislation. Opportunities for the Marine &
Heavy Engineering business segment would include the
provision of fabrication services to incorporate CCS onto ail
and gas offshore assets and for renewable energy assets.

We expect that our market reputation will

improve as business partners recognise us as
a low-carbon solution provider contributing to
net-zero and the circular economy.
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I] 4 °C SCENARIO

Global climate action institutions are fragmented with most countries not supporting the transition to net-zero. Increased
competition for scarce resources drives inequality and lower growth for renewables. There is lack of concerted action and
hence technological progress towards effective solutions is delayed. New technologies to reduce GHG and slow down the
effects of climate change are adopted at a slower pace. There is also lack of information surrounding future risks with carbon
prices increasing less rapidly and unclear legal frameworks. Sea level rise worsens with unpredictable sea wave patterns and

greater frequency of extreme weather.

« Operational delays

i « Personal injury and asset damage
—= - Cost of compliance

HEN CLIMATE RISKS

In this scenario, increased maintenance costs and CAPEX
can be expected. Vessels and offshore assets require more
frequent maintenance to withstand increasing extreme
weather. Additional CAPEX may be required to reinforce

the building sites and fabrication yard infrastructure of

our Marine & Heavy Engineering and Maritime Education &
Training business segments. Our shipping and non-shipping
segments may experience reduced revenue due to delays
and disruptions to operations and reparations.

Decreased transportation routes or sudden route changes
due to extreme weather events may further increase
operating costs. There could also be increased exposure to
liability from personnel injuries and asset damage caused
by increasing storm surges, changes in precipitation, and
greater intensity and frequency of typhoon/cyclone events.

« Rapid development in vessel design

o
« Existing business growth

HEHE CLIMATE OPPORTUNITIES

Weatherproofing and protecting this infrastructure from
floods will help them withstand strong waves from rising
sea levels. However, we believe this scenario will result

in the rapid development of better vessel designs that

can withstand extreme climates. Our Marine & Heavy
Engineering segment could offer maodifications, retrofits

or conversions on vessels and offshore structures to deal
with or withstand extreme weather more effectively. As the
energy transition to alternative or renewable energy will
be much slower, the oil and gas industry will continue to
grow to meet increasing global demand for energy. Hence,
our Offshore Business and Petroleum & Product Shipping
segments will see a continuation of growth opportunities.

CLIMATE STRATEGY

MISC Group’s climate strategy is divided into two time horizons to decarbonise existing business and mitigate our long-term
financial impacts by positioning ourselves competitively in the net-zero economy:

- A transition plan for short and medium-term risks; and
- A long-term climate strategy

I LOW-CARBON TRANSITION PLAN (SHORT TO MEDIUM TERM, UP TO 2030)

During this transition
period, each

business segment

has developed a
decarbonisation plan
to contribute to MISC
Group's Net-Zero GHG
emissions commitment
by integrating climate

Our transition decarbonisation plans include to:

b) Increase the use of renewable energy on our assets;

c) Explore and invest in low-carbon technologies on zero-carbon emission
vessels - The Castor Initiative where we are collaborating with strategic
value-chain partners to develop ammonia-fuelled vessels for deep-sea

. Fleet renewal to
dual-fuel vessels

a) Progressively decommission our older fleet and progressively replace these
with dual-fuel vessels that possess low methane slip engines and add on & Renewable
methane and nitrous oxide scrubbing technologies; DRO "

Explore
pq  low-carbon
ZN technologies
jl & zero-carbon
emission vessels

factors across MISC's transportation; e\ Pactnership with
business strate ) ) ) ) . b CCS technology
94 d) Explore and build strateqic partnerships with key technology providers . providers

and financial planning
(including usage of
internal carbon pricing)
and deploying low-
carbon technologies
for our newbuilds.

shipping business segments;

of carbon removal technologies for assets both in the shipping and non-

e) Explore new business along the value chain of Renewable Energy and Waste-
to-Value, leveraging our floating ocean asset business knowledge; and

f) Continuously improve the technical and operational efficiency of existing ships.

W% New business -
o renewable
d energy and

waste-to-value

4 M=! Technical and
operational
efficiency
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II MISC’s GHG INTENSITY TARGET 2030

MISC's interim milestone target to reduce 50% of our
shipping fleet's GHG intensity by 2030, compared with the
base year of 2008, positions the Group to meet IMO 2030
and GHG related requlations.

Between now and 2030, so as to lower our GHG intensity,
we are working on various initiatives to improve both the
technical and operational efficiency of our ships to make
them more efficient, transforming our fleet to high efficiency
dual-fuel newbuilds and exploring advanced GHG adaptation
technologies to minimise methane slip.

II HIGH EFFICIENCY DUAL-FUEL NEWBUILDS

Our LNG dual-fuel VLCCs are among the world's most
environmentally friendly vessels in the shipping industry.
Our latest LNG dual-fuel VLCCs are fitted with advanced
technologies, including an M-type, electronically controlled,
gas-injection (MEGI) engine, which will reduce methane
emissions when compared to low pressure engines. All our
dual-fuel vessels can achieve 99% reduction in sulphur oxide
(SOx) emission, 85% reduction in nitrogen oxides (NOx), 95%
less particulate matter (PM) and up to 30% less CO, on gas
mode by design when compared to marine gas oil. The vessels
also feature a hybrid vertical bow that lowers hull resistance,
improves fuel efficiency and reduces ship vibrations.

Our dual-fuel DPSTs are also fitted with volatile organic
compound (VOCQ) recovery systems. These captured VOCs are
reused as a supplementary fuel which, in combination with a
more efficient system for dynamic positioning and a range of
power and automation solutions, saves roughly up to 4,000
tonnes of fuel per year per vessel compared with conventional
DPSTs of the same size, delivering significant cost savings,
alongside substantial emissions savings.

Our latest LNG carriers will be equipped with eco efficient
technologies such as X-DF 2.1 engines with Intelligent Control
by Exhaust Recycling (iCER) System and Air Lubrication
System, which will contribute to the reduction of GHG
emissions.

Our LNG dual-fuel VLCCs
are among the world’s
most environmentally
friendly vessels in the
shipping industry.

TECHNOLOGICAL AND OPERATIONAL
EFFICIENCY

We have implemented/installed the following on our vessels to
increase fuel efficiency and reduce energy consumption:

1) Propeller Boss Cap Fin which eliminates vortex from the
centre of the streamflow, increases ship speeds and lowers
fuel consumption;

2) Advanced Anti-Fouling Paint - Coated with tributyltin-free
(TBT-free) to minimise the release of harmful biocides into
the marine environment; and

3) Ecoshield Rudder Paint - Assist in reducing cavitation
damage to vessels.

Our GAS and petroleum fleet have been certified with the
ISO 50001 energy management standard, which provides a
continuous improvement framework to improve the energy
efficiency of our shipping operations.

II RESPONSIBLE SUPPLY CHAIN

MISC Group has committed to Net-Zero Greenhouse Gas
Emissions by 2050. Part of this commitment includes Scope

3 - value chain emission reductions. We have developed our
inventory for Scope 3 emissions to understand the materiality
and manage the risks and opportunities assaciated with
emissions from MISC's value chain. We will monitor our material
Scope 3 emissions and look into Scope 3 reduction emissions in
the near future.

As part of our Responsible Supply Chain Strategic Initiative,
we are committed to drive sustainable practices with our
suppliers. Our aim is to look for collaboration/business
partners opportunities on low-carbon solutions as we move
towards decarbonisation of our operations and promote
Circular Economy across our value chain.

THE CASTOR INITIATIVE -
ZERO CARBON EMISSIONS VESSEL

To achieve our 2030 — 2050 milestone, we understand that
this is not something that MISC can realise alone. We need to
work alongside with value chain partners across the maritime
industry in The Castor Initiative, where we are committed to
develop a commercially viable ammonia fuelled zero carbon
emissions vessel before 2030.

In 2022, Lloyd's Register, Samsung Heavy Industries (SHI)

and MISC via its subsidiary, AET, signed a Memorandum of
Understanding (MOU) for the development and construction of
two very large crude carriers (VLCC) which can be operated on
zero-emission fuel. The three companies, all founding members
of The Castor Initiative, are taking the lead to encourage the
use of green ammonia as propulsion fuel, with the first of these
dual-fuel tankers entering into service in late 2025 and the
second in early 2026.
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OFFSHORE FLOATING ASSETS LOW-CARBON
SOLUTIONS

New technologies are explored reqularly and installed on
our offshore assets if feasible to improve energy efficiency
and reduce or capture carbon emissions. Some of the
technologies installed on our offshore assets are Flare
Gas Recovery System, Combined-Cycle Power System,
Condensate Recovery System and Variable Speed Drive.

Our Offshore Business Unit will submit bids for Exploration
& Production (EGP) projects which contributes to lower
carbon foot print and new asset solutions for the

“Clean Energy transition” opportunities.

I] MARINE & HEAVY ENGINEERING (MHB)

Our Marine & Heavy Engineering has transition plans to
increase the use of more renewable energy and electrification
of the yard's activities.

MHB has capabilities to conduct a full EPCIC with our internal
competency and engineering capability in low-carbon
technologies and collaboration with low-carbon solution
providers to offer modifications/retrofits/conversions on
vessels and assets to reduce GHG emissions.

II INTEGRATED MARINE SERVICES (EAGLESTAR)

Our Integrated Marine Services business segment is
undergoing transition plans to improve skills and capabilities
of seafarers in adapting new technology related to low-carbon
solutions. With this newly acquired technological skillsets,
Eaglestar will have the ability to serve beyond maritime
industry and diversify into other industrial usage.

With our advantage in industrial engineering experience and
skills in ship management, Eaglestar is exploring plans to
develop own pool of experts on new green technology and
serve beyond maritime industry and diversify into other
industrial usage.

I] PORT MANAGEMENT & MARITIME SERVICES (MMS)

As part of transition plan for our Port Management &
Maritime Services, we are exploring the following:

- Usage of low to zero carbon tugboats;

- Provision of enhanced technologically innovative services
for shore to sea services of our Smart Port Management
System; and

- Provision of low-carbon remote inspection services for
new alternative fuel cargo vessels.

I] TALENT UPSKILLING

Apart from improving the decarbonisation technology within the services we offer, we pay close attention to upskilling our people
on the upcoming new technologies and the importance of reducing climate impacts and all related ESG issues.

I LONG-TERM PLAN (2031-2050)

I] NET-ZERO GHG EMISSIONS COMMITMENT

II DECARBONISATION OF EXISTING OPERATIONS

MISC Group is committed to Net-Zero GHG emissions by
2050. This commitment covers our own operations and those
impacted across our value chain. As part of our long-term
plans to stay resilient to climate change, MISC’s existing
business model would continue to evolve in the following two
dimensions:

Decarbonisation of our existing
operations to meet the growing demands
of the market for the sustained growth of
our existing portfolio, which includes:

In parallel we

will be exploring
new business
income streams

in line with MISC
2050 vision that
can support the
value chains of
Renewable Energy
and Waste-to-

« Progressively converting our fleet
and ensuring all newbuilds are zero-
carbon emission vessels from 2031 or
sooner if possible;

Retrofitting carbon removal
technologies on recent assets (ie.
vessels with remaining lifespan of 15
years);

Increasing the use of renewable
energy on our vessels, offshore
assets and land operations; and
Continuously deploying digital
energy-efficient technologies and
increasing operational efficiencies.

Value pillars

As the ZEVs gain commercial viability, MISC will embark on
progressive fleet conversion to these ZEVs latest by 2030.

While we progressively increase our ZEV fleet after 2030,

we take cognisance of the GHG emitted from our existing

fleet. Therefore we are considering the need to upgrade our
existing fleet with the using CCS technology to safely capture
and store away excess carbon. However this is subject to the
advancement and maturity level of the technology, requlations
and supply chain for CSS to become a viable option for
international shipping.

As our upcoming offshore assets are going to be equipped
with more GHG reduction technologies, we expect to see
reductions in our scope 3 emissions after 2030. We have plans
to engage with our supply chain on the reduction of their GHG
emissions which will result in our overall scope 3 decreasing in
the coming years.

II RESIDUAL EMISSIONS

MISC recognises that we will still need to address residual
emissions that cannot be abated. Therefore, we are exploring
nature-based offset solutions that can bring our total GHG
towards a net-zero state by 2050.

Financial Pillar

II NEW INCOME STREAMS - MISC 2050

As we move towards 2050, the world will
progressively undergo energy transition
into renewable and alternative energy
sources to mitigate climate change.

The development of new business
opportunities or income streams into
our present portfolio mix is a crucial step
to ensure that the Group continues to
remain resilient and relevant.

We believe we can actively remain relevant by explore the opportunities to be
part of two distinct value chains:

« Renewable Value Chain
- Waste-to-Value chain

Together, both the growth of our existing business portfolios and the new MISC
2050 business ventures will reshape a new MISC Group business model that will
provide financial sustainability for MISC in the years leading up to 2050.

II TASK FORCE ON CCUS

Identified as one of the credible and viable
ways to reduce carbon footprints towards
achieving a net-zero GHG emissions
energy ecosystem, CCUS has enormous
potential that can be explored and
developed to support decarbonisation
efforts across various industries globally.

In 2022, MISC took the first step of our
MISC 2050 journey, in which we set up a
task force which undertook the evaluation
of innovative solutions in the area of
Carbon Capture, Utilisation and Storage,
also known as CCUS.

METRICS & TARGETS

MISC Group'’s key metrics used to measure

and manage climate-related risks and
opportunities include:

- GHG intensity performance (in annual
emissions ratio in unit of gCO.e/ton.
nm) for historical periods and 2050
projection;

- Total GHG: Scope 1, 2 and 3;

- Internal carbon price;

- Revenue from low-carbon services;

- Operating expenditure on low-carbon
or energy reduction; and

- Energy consumption.

Refer to the Performance Data section

for our climate-related key performance
metrics and Our Decarbonisation Pathway
section for Total GHG Projection 2050.

Methodologies used to calculate or
estimate climate-related metrics are
included in the Reporting Principles &
Data Assumptions section.

The task force pooled the knowledge and expertise across the Group to create
a team that is tactically focused, strategically integrated, and ready to face

the transition ahead. The team comprises representatives from Gas Assets &
Solutions, Offshore Business, Petroleum & Product Shipping, Integrated Marine
Services, Marine & Heavy Engineering and Port & Terminal Services business
segment who will be responsible for facilitating collaboration and unlocking the
value to drive MISC Group's CCUS initiative.

Recently in January 2023, MISC has signed respective Memorandum of
Understandings (MOU) with Mitsui & Co, Ltd, Samsung Heavy Industries (SHI)
and ANDRITZ AG (ANDRITZ) to explore opportunities on carbon capture and
storage (CCS) solutions in the maritime value chain which include identifying
storage hubs, development of floating solutions and carbon capture parts and

equipment.

GREENHOUSE GAS TARGET & COMMITMENT

Interim Milestone

Target

Scope (Boundary)

50% GHG intensity reduction by 2030

- Gas and petroleum shipping fleet which falls
within MISC's GHG Organisational Boundary
(Financial Control)

« Ships not subjected to the requirements of
Reqgulations
21 and 25 of MARPOL Annex VI are excluded

Base Year

2008

Target Type

CO.e intensity

Measurement Metric

AERCO,e (gC0O_e/t-nm)

Scope Boundary

All greenhouse gases (GHG);
- Carbon Dioxide (CO,)

Methane (CH,)
+ Nitrous Oxide (N,O)
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Long-Term Commitment Net-Zero Greenhouse Gas Emissions by 2050
All greenhouse gases (GHG); MISC Group of Companies’ Value Chain:
< Bound Carbon Dioxide (CO.) « MISC operations (Scope 1 & 2)
cope (Boundary] - Methane (CH,) - Material upstream and downstream
- Nitrous Oxide (N,0) operations to MISC (Scope 3]
Measurement Metric AERCO.e (9C0O_e/t-nm)

%l Refer to Reporting Principles & Data Assumptions section for details on calculation methodologies.

CLIMATE-RELATED REMUNERATION

In 2022, MISC included climate-related strategic initiatives and annual GHG emission intensity targets as part of ESG-related
key performance indicators (KPI) into the 2022 Group Balance Scorecard. Related business units and subsidiaries that have
direct control over carbon management or tasked to implement climate-related risks and opportunities including attainment
of targets are rewarded through work performance for their contribution to the improvement of the company’s carbon and
energy performance.

MISC's Nomination and Remuneration Committee (NRC) reviews ESG-related performance of senior management’s scorecard
and remuneration. The NRC also conducts performance appraisals on the Company and President/Group CEQ, covering

the elements of financial, strateqic initiatives, operations, HSSE and people development. The NRC makes appropriate
recommendations to the Board to approve, based on the Company’s performance against the balanced scorecard.

In addition, our MISC 2022 Board KPI included the need to consider sustainability risks and opportunities in decision-making
processes.

INTERNAL CARBON PRICING

In 2022, MISC explored the usage of internal carbon pricing and its application as an assumed cost to emissions associated
with a given investment or project, in order to better understand our climate impacts.

Beginning 2023, an internal carbon price of USD50/ton CO,e shall be used to calculate the carbon cost for each new
investment. Initially, leading to the full implementation of the internal carbon pricing for financial investment decisions, the
cost of carbon would be projected throughout the asset lifespan as one of the factors to be considered in the sensitivity
analysis of projects.

Moving Forward

We are on track and progressing with projecting monetary values and time horizons for climate change risks and
opportunities. When completed, this analysis will be included in our future disclosures as we move towards quantitative
climate-related risks and opportunities disclosure.

We continue to actively promote low-carbon asset solutions to our customers. The Group will engage with customers,
suppliers and other stakeholders throughout the value chain to strive for a mutual understanding of our approach to
addressing climate change.

We will continue to make further enhancements to provide consistent and transparent annual disclosures to our
stakeholders, in line with the TCFD recommendations.

Financial Pillar
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OUR DECARBONISATION
PATHWAY

TOWARDS DECARBONISATION

Our Commitment

» Transition to low-carbon operations

o Deploy zero-carbon emissions vessel latest by 2030
» Decarbonised shipping operations by 2050
Net-Zero GHG emissions by 2050

Our Initiatives

Shipping Operations

Short - Medium Term (until 2030)

« Continuous improvement in energy efficiency design and operation

» Progressive fleet renewal to low-carbon fuel

« Collaboration with strategic partners on developing zero-carbon emission vessels

Long Term (2031 - 2050)
» Progressive fleet renewal to zero-carbon emission vessels
« Beyond value chain mitigation (carbon removal, avoidance and reduction)

Non- Shipping Operations

« Improve energy efficiency in operations
» Increase usage of renewable energy mix

Our Contribution to UNSDG

1 GLIMATE

ACTION Design and operate assets that

can combat or reduce effects of
climate change

Design or retrofit sustainable
assets which optimise resource-use
efficiency with greater adoption of
clean and environmentally-sound
technologies

DECARBONISING SHIPPING

International shipping produces approximately 3% of global
man-made CO, emissions and continues to be a critical
component of global trade and the economy. However,
according to Simpson Spence & Young's annual industry
report, shipping-related GHG emissions rose by 4.9% in 2021,
which was higher compared to 2020 and 2019.

The rise in emissions comes despite growing climate
ambitions and efforts to reduce emissions in the maritime
industry. Global ship owners are experimenting with
alternative fuels and striving to comply with increasingly
stringent emissions regulations and pricing. However, the
industry saw massive increases in demand for consumer
goods as countries globally got back on track to recover
national economies in the post-COVID-19 landscape.

In 2022, clean energy transition fuel LNG prices were high
due to changing consumption habits in the post-COVID-19
landscape, which saw rising demand for LNG and lower
demand for coal as the world moves away from other fossil
fuels. LNG prices were also affected by growing electrification

rates in Asia, both Europe and Asia’s reliance on Russian gas,
and political instability in Russia and Eastern Europe. This has
caused many ships to use conventional fossil fuel for power
due to the escalating LNG costs which has hindered progress
on the use of LNG as a cleaner transition fuel option towards
decarbonisation.

In addition, economic inflation in 2022 caused global supply
chain disruptions including a scarcity of shipyards’ building
space till 2025, resulting in many ship owners having no
choice but to continue using older vessels and delay fleet
transformation to low-carbon vessels.

This despite the high adoption costs and uncertainty
surrounding fuel sources from lower-carbon LNG to carbon-
neutral biofuels, zero-emissions hydrogen, ammonia, or
electricity that will ultimately become the industry standard.
Some decarbonisation technological steps, for instance,

are more advanced, require testing, and are not ready for
widespread implementation due to safety aspects, availability
of bunkering and supply chain support services.

INITIAL IMO GHG STRATEGY

The International Maritime Organisation (IMQ) is the division
of the United Nations (UN) which regulates shipping. The
shipping industry is not directly regulated by the various
international treaties which aim to tackle global warming at an
international level, such as the Paris Agreement.

However, the IMO is committed to responding to the growing
climate crisis and to ensuring that the shipping industry
contributes to the global reduction of GHG emissions. In

2018, IMO adopted an initial strategy on the reduction of GHG
emissions from international shipping, affirming the IMQ's
vision and commitment to phasing out GHG emissions as soon
as possible.

The key ambitions of the initial strateqy are:

o o

INITIAL
IMO GHG
STRATEGY

Since 2018, IMO has been working to achieve these ambitions
through a variety of means, including pre-existing design
energy efficiency measures and new measures applicable in
the short, medium and long term.

As the pressure to reach net-zero by 2050 intensifies along
with the call for the shipping industry to align with the

Paris Agreement temperature goal, the IMO is working to
strengthen its level of ambition on the reduction of GHG from
shipping. This comes as the European Union made a decision
in 2022 to include European Union Emissions Trading System
(EU ETS) and FuelEU Maritime Regulations on shipping, which
will introduce carbon pricing to the shipping industry for the
first time.

Reduce international shipping's total GHG
emissions by 50% compared with 2008

Reduce international shipping’s CO, intensity
by at least 70% compared with 2008

Reduce international shipping's CO, intensity
by 40% compared with 2008

85



86 Sustainability Report 2022

Environment Pillar

MISC’S SUPPORT FOR CLIMATE ACTION

MISC is fully committed and supportive of the decarbonisation
of not just the shipping industry but the larger global
decarbonisation movement in efforts to combat climate
change.

Shipping needs solutions to support both IMO and global
decarbonisation goals. Although many new technologies are
still on the test bench, with their emissions saving potential
being as yet unproven in large-scale usage for international
shipping, MISC's stance is to rise to the challenge. Alongside

our peers and together with our value chain partners in the
shipping industry, we have been working on the ammonia-
fuel pathways (the Castor Initiative) to prove the viability of
Zero-carbon Emission Vessels (ZEV) capable of deep-ses,
trans-ocean travel, as these ZEVs must be operating by 2030
to achieve the IMO's targets. New sea vessels for use in 2050
must be developed now, given a vessel's 20 — 25-year lifespan.
Collaboration with partners within the value chain to conduct
research and development are critical for meeting this
ambitious target.

MISC Berhad

Environment Pillar

MISC CLIMATE COMMITMENT

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

Long-Term Commitment Medium-Term Climate Target

Net-zero GHG emissions by 2050 Reduce 50% GHG intensity from our shipping operations

by 2030 (compared to the baseline year of 2008)

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000000

WHAT WE MEAN BY NET-ZERO?

MISC HAS BEEN ACTIVELY PROMOTING THE NEED TO
DECARBONISE SHIPPING THROUGH THE FOLLOWING
GLOBAL SUPPORT INITIATIVES

‘Net-zerao' refers to balancing the volume emissions
produced and removed from the atmosphere to prevent
global warming. At MISC, this means we will explore and
implement commercially viable technologies to decarbonise

our operations until we reach a state where we are left with
unabated residual emissions. Only the unabated residual
emissions will be compensated with carbon removal offsets
(ie. reduction outside our value chain).

MISC is a strategic
partner of the Global
Maritime Forum (GMF)
and sits on its Advisory
Council. We play an active
role in shaping future
maritime trade through
collaborations to reduce

The goal of the Getting to
Zero Coalition is to have
commercially viable Zero

Emission Vessels operating
along deep-sea trade routes
by 2030. The ultimate
ambition of the Getting to
Zero Coalition is to reach the

Call to Action initiative
was developed with
more than 150 industry

leaders and organisations

urging governments

and global shipping
industry to commit to
full decarbonisation of

GHG. full decarbonisation of global international shipping by
shipping by 2050. 2050.

GLOBAL { GETTING : { THECALL

. MARITIME | . TOZERO | . TO ACTION |

. FORUM 5 COALITION / ;, (COP26)
2018 2019 2021

OUR NET-ZERO EQUATION

Carbon Carbon Residual Carbon
— - Removal =

GHG Abatement Removal = Emissions Offset

@ S © @

Scope X Scope C’? Mitigation /" &7
of Gases of Activities ¢ Pathways X Timeframe ﬁ
« AllGHG e Scopes1-3 « Abatement e Long-term
» Unit: COe » Removal
» Removal Offset (beyond value chain)
Gases include « MISC operations (Scope1 &2) « Abatement and removal pathways « 2050

« Carbon Dioxide (CO,) + Upstream and downstream to reduce own operations & value

« Methane (CH,) of MISC’s operations (Scope 3 chain emissions

« Nitrous Oxide (N,0O) on material categories) » Beyond value chain carbon
removal, avoidance and reduction
to offset residual GHG

Assuming ZEVs are commercially available only in
2030, we will need 20 years from 2030 to complete
the transition from existing fleet to ZEV

» Rationale - Investments in our newbuild

Why Net-zero
by 2050:

assets generally last for 20
years on average
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OUR DECARBONISATION PATHWAY

I HOW OUR CLIMATE ACTION COMPARES WITH IMO 2030 AND 2050?

INITIAL IMO GHG
ASPIRATION

MISC CLIMATE
COMMITMENT

IMO 2030:

Reduce international
shipping’s CO, intensity by
409% compared with 2008

GHG intensity by 50%
compared with 2008

IMO 2050: N
Reduce total GHG emissions 2050
by 50% compared with 2008

Reduce shipping operation’'s

ero GHG Emissions by

BEYOND IMO
ASPIRATION ON:

Higher ambition level of GHG intensity
reduction

Gases cover not just CO, but include all
relevant GHGs (ie. methane, nitrous oxide,
ethane)

Abate total GHG as low as possible and use
carbon removal offsets to neutralise residual
emissions in 2050

Applicable to all emissions from MISC Group
shipping and non-shipping operations
Emission scope extends beyond just Scopes
1 and 2 (direct emissions) to also Scope 3
(material indirect emissions within MISC's
value chain)

I SCIENCE-BASED INITIATIVE (SBTi) NET-ZERO TARGETS REMAINS MISC’S CLIMATE ASPIRATION

At MISC, we understand the need to aim beyond IMO Targets
and strive for the more ambitious Science Based Net-Zero
Targets to be aligned with the Paris Agreement and the scale
of reductions required to keep global warming below 2°C from
pre-industrial levels.

In March 2022, the SBTi published the SBTi Fossil Fuel Policy
which affects the extent to which companies engaging in
fossil fuel businesses can commit to climate aligned targets.
SBTi is unable to accept commitments or validate targets

for companies in the oil and gas or fossil fuels sectors. This
includes companies with any level of direct involvement

in exploration, extraction, mining and/or production of

oil, natural gas, coal or other fossil fuels, irrespective of
percentage revenue generated by these activities, i.e.
including, but not limited to, integrated oil and gas companies,

integrated gas companies, exploration and production pure
players, refining and marketing pure players, oil products
distributors, gas distributors and retailers and traditional
oil and gas service companies. Based on Science Based
Target Setting for The Maritime Transport Sector (issued

in November 2022), companies wishing to submit targets
covering activities related to transportation of fossil fuel
products are advised to review the current status of the
Fossil Fuel Policy as well as sector specific requirements
stated in the latest version of the SBTi Criteria.

Despite the challenges for MISC to make commitments to
SBTI, our Net-Zero GHG Commitment has adopted some key
elements of the SBTi's Corporate Net-Zero Standard, October
2021

SBTi
(Near-Term and Long-Term
Net-Zero Targets) Criteria

MISC
Net-Zero GHG
Commitment 2050
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OUR DECARBONISATION PATHWAY

MISC GROUP GHG PROJECTIONS AND EMISSIONS PATHWAY

Annually MISC undertakes forward-looking GHG emissions projections which enables us to monitor our GHG reduction strategy
in meeting our medium-term GHG intensity target for 2030 and our long-term Net-Zero GHG commitment 2050. The projection
exercise carried out for MISC's asset fleet considers future changes to our asset profile until 2050, prospective GHG abatement
technologies, and requlator policies.

MISC Shipping Fleet (Gas & Petroleum) GHG Intensity Projection 2050
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MISC Shipping Fleet (Gas & Petroleum) Scope 1 Total GHG Emissions Projection to 2050
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Note:
MISC shipping fleet does not emit Scope 2 emissions.

MISC Berhad

Environment Pillar

MISC Group Total GHG Emissions Projection to 2050 (Scope 1,2 & 3)
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https://whistleblow.misc.net.my/whistleblowing/




































































































