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VISION

To consistently provide better energy related
maritime solutions and services

To be consistently better, we strive:

e To exceed the expectations of our customers

e To promote individual and team excellence of
our employees

e To create a positive difference to the lives of
communities

e To care for the environment and operate
responsibly

e To drive sustainable value for our
shareholders

Loyalty

&

Loyal to
corporation

Professionalism

ﬂo%
Strive
for excellence

MISC Berhad was incorporated in 1968 and is a world leading provider of international energy related maritime
solutions and services. 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 as well as maritime education and training.

Operating a modern and diversified fleet, backed by a workforce of over 8,600 employees from all over the world,
we are committed to creating value for our stakeholders and contributing to the sustainability of our industry.
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ABOUT THIS REPORT

This is MISC Berhad’s 2020 Integrated Annual
Report, representing the fourth year of our
integrated reporting journey and marks the year
of our full adoption of the International Integrated
Reporting <IR> Framework as developed by the

International Integrated Reporting Council (IIRC). o é:% MAKING USE OF

As part of our commitment towards full adoption of Physical THE SIX CAPITALS

the <IR> Framework, we have incorporated various
improvements and enhancements in the content elements
and placed greater emphasis on improving clarity and
conciseness. In line with the <IR> Framework and

other local and international reporting guidelines and

We continuously strive to enhance the
clarity of our reporting in accordance with
the <IR> Framework requirements. This

SIX CAPITALS OF
<IR> FRAMEWORK
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Intellectual

includes providing greater insight into how

frameworks, we have incorporated the following into our
2020 Integrated Annual Report:

Enhancement of About This Report content with
the inclusion of Reporting Scope and Boundary and
disclosures on issues limiting availability of information

Incorporated competitive advantages of each
business segment in Who We Are section

Included Statement of Value Added and Value
Distributed in the Financial Review section

Explained the trade-offs made and impact on our
capitals in How We Create Value section

Enhancements to Our Operating Environment section
incorporating medium-term and long-term trends and
growth opportunities

Refined analysis of emerging risks in Our Risks and
Mitigation Strategies section

Disclosed plans to comply with the requirements

of the Task Force on Climate-related Financial
Disclosures (TCFD) going forward in Strategic Review
section

Broadcast Venue:
MISC Berhad
Conference Room 2

10.00 a.m.

we interact with the external environment
and utilise the six capitals to create
sustainable value for our stakeholders over
the short, medium and long term.

Social &
Relationship

REPORTING SCOPE AND BOUNDARY
MISC Berhad, its subsidiaries, associates and joint ventures are referred to as MISC or the Group in this report.

This Report pertains to the activities and performance of the Group for the financial year ended 31 December 2020 (FY2020). The
Report also includes any material events that occurred after this date up to the date of publication.

This Report covers information pertaining to the Group’s business activities and operations which includes LNG Asset Solutions,
Petroleum & Product Shipping, Offshore Business, Marine & Heavy Engineering, Integrated Marine Services, Port Management &
Maritime Services and Maritime Education & Training. It also covers material business activities of our joint ventures and associates.

Through this Report, we aim to provide a comprehensive account of how the Group has created value by employing our corporate
and sustainability strategies. Wherever possible, the Report presents relevant targets and performance indicators to quantify MISC’s
financial and operational performance for the year under review.

We recognise the strong linkages between economic, environmental, social and governance matters, and the high degree of
influence these have on MISC’s value creation abilities and outcomes. As such, our Report seeks to provide:

4 N\ N\ )

An insight into how our
strategy creates sustainable
value for our various
stakeholders;

N

J

N

A record of our
accomplishments in the
journey towards attaining
our strategic targets and
sustainable value for our
various stakeholders; and

J

N

An orientation of where we

are, where we aim to be and

how we plan to address the

expectations and challenges
ahead.

Level 17, Menara Dayabumi
Jalan Sultan Hishamuddin

50050 Kuala Lumpur
Malaysia

© 0000000000000 000000000000000000000000000000

Towards presenting a holistic perspective of the Group’s activities in FY2020, the internal reporting team has conducted
engagements with each of MISC’s business segments, subsidiaries and key internal departments in the preparation of this Report. It
also incorporates the outcomes of engagements conducted with external stakeholders such as investors and analysts, pertaining to
sustainability topics and issues, that in their professional opinion were relevant for them to make an informed decision.

n
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ABOUT THIS REPORT

MATERIAL MATTERS

In developing our Report, we have taken cognisance of all
material matters that impact the Group’s ability to create value
in the short, medium and long term. The Report focuses on
global developments, industry challenges and opportunities
that are material to both our business and our stakeholders,
which could potentially impact our performance. Details of
our material matters can be found on page 66 of this Report.
Information on our stakeholders can be found on page 68,
while details of our operating environment can be found on
page 70.

REPORTING FRAMEWORKS

The content of this Integrated Annual Report is guided
by the following reporting standards and frameworks:
e |nternational <IR> Framework issued by the IIRC

* Main Market Listing Requirements of Bursa Malaysia

e Companies Act 2016

e Malaysian Code on Corporate Governance 2017

e Corporate Governance Guide (3rd edition) issued by
Bursa Malaysia

e Malaysian Financial Reporting Standards (MFRS) and
International Financial Reporting Standards (IFRS)

Our sustainability related disclosures have been

guided by the principles and requirements of local

and international statutory and reporting frameworks,
including the following:

e Bursa Malaysia Sustainability Reporting Guide
e Global Reporting Initiative (GRI) Standards (Core Option)

e  Sustainability Accounting Standards Board (SASB)
Standards

e Dow Jones Sustainability Index (DJSI)

e Carbon Disclosure Project (CDP)

e Transition Pathway Initiative (TPI)

In addition, we refer to the recommendations of the Task

Force on Climate-related Financial Disclosures (TCFD) to

progressively guide our reporting on climate governance,

strategy, related risks and opportunities and metrics. We will
continue to work on disclosing more data on a best-effort

SUSTAINABILITY

Consistent with our commitment to sustainability, we

also provide extensive reporting on our response to our
stakeholders in relation to economic, environmental, social
and governance matters. MISC’s sustainability agenda is also

aligned to the United Nations’ Sustainable Development Goals

(UNSDG,). Further information can be found in the Anchoring
Sustainability @ MISC section on page 104 of this Integrated
Annual Report.

DATA MEASUREMENT TECHNIQUES AND
ASSUMPTIONS

The Group’s current organisational boundary for greenhouse
gas (GHG) reporting is defined based on the operational
control approach. Our reported GHG emissions data are
calculated based on the following:

e  Greenhouse Gas Protocol: A Corporate Accounting and
Reporting Standard (Revised Edition)

e Third International Maritime Organisation (IMO) GHG
Study 2014

e American Petroleum Institute (APl) Compendium of GHG
Methodologies for the Oil and Gas Industry, Aug 2009

e International Convention for the Prevention of Pollution
from Ships (MARPOL) Annex VI

e European Union (EU) Monitoring, Reporting and
Verification (MRV) 2015/757

ASSURANCE

This Report uses third party assurance in the following
aspects:

e Qur external auditors, Ernst & Young PLT, provide
assurance on the audited financial statements

e Each of our vessel’s fuel consumption and relevant
activity data have been verified by a third party i.e.
DNVGL confirming the data were collected and reported
in accordance with the methodology and processes set
out in the ship’s Ship Energy Efficiency Management Plan
(SEEMP) as required by Regulation 22A of Annex VI of
MARPOL Convention

The internal team has maintained its continuous oversight in

the preparation of this Report to ensure that the data provided

is reliable.

INFORMATION ON EXCLUSIONS

The information presented in this Report is guided by our

appetite for disclosure. We have withheld information that fall

within the following categories:

¢ Information that would jeopardise our strategic and
competitive advantage;

e |nformation that we are contractually precluded from
sharing; and

¢ Information which we are unable to verify

FORWARD-LOOKING STATEMENTS

This Report contains forward-looking statements which shares
the Group’s expectations of its future value creation prospects.

These forward-looking statements involve a marked degree
of uncertainty due to the continually changing operating
environment and the vagaries of the industry within which

MISC operates. This could result in actual results differing from

those stated in the forward-looking statements.
ABBREVIATIONS AND ACRONYMS

A list of the abbreviations and acronyms used in this Report
can be found on pages 493 to 495.

The Group’s Corporate Disclosure Guidelines identify the
following management personnel responsible for Investor
Relations activities:

President/Group CEO

Vice President, Corporate Planning
Vice President, Finance

General Manager, Corporate Planning

-:@:—

Nl

£A

/111 Strategic Review / Highlights / Key Messages / Who We Are / Introduction

13

Further information Business Solutions
can be found on our

Investor Relations Sustainability Corporate Governance

misc.com.my/sustainability misc.com.my/corporate-governance

basis moving into the future.

. misc.com.my/investor-relations
website Contact us at: Contact us at:

misc.com.my/solutions

investor.relations@miscbhd.com misc.sustainability@miscbhd.com

0202 Hodoy [enuuy pajelbspl / peyleg OSIN

Www.misc.com.my

Contact us at:
gcc@mischbhd.com
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WHO WE ARE AND WHAT WE DO

22

years of proven
experience in delivering
energy related maritime
solutions and services

Among the world’s

shipping
conglomerates

by market
capitalisation at

USD 7.7

billion

transport sector
N 4; \
N Qg Baa2

(Stable) \ \/, (Stable)

\ ';ﬁ’ \\\ L’
S&P Moody’s
Global Investors

Ratings Service

/
4

7 BBB+ V)
/

(/ /
‘\

Modern fleet of

109

LNG, Petroleum and
Product vessels

e

FPSO/FSO
owner-operators with

14

assets

International and diverse
workforce of more than

8,600

sea and shore
employees from various
nationalities

msc Offshore

o Bysiness

Human Capital
e 360 employees

Services Performed

e Engineering, procurement, construction, installation, commissioning, operations and
maintenance, decommissioning and demobilisation (EPCICODD) solutions

e QOperate offshore assets to extract, store and offload hydrocarbons to shuttle tankers

* Provide operations and maintenance services for offshore floating assets

Physical Capital

e 14 offshore floating
solutions

e One FPSO under
construction

Customers

e PETRONAS Group

e Energy majors

o National oil companies
(NOCs)

Marine
wMHe & Heavy
Engineering

Revenue Structure

e Revenue from time charter contracts and bare boat charter contracts
e Non-shipping income generated from operations and maintenance of offshore floating

assets
Cost Structure

e Qperational costs such as employee/crew costs, repair and maintenance, materials and
supplies as well as professional and purchased services and depreciation

Human Capital
e 2,625 employees

Physical Capital
e DryDock 1,2 and 3
e Fabrication Yards
e Land Berth Cranes

Competitive Advantage
o Highly skilled workforce

o Strong relationships of mutual trust with key Asia-based partners, subcontractors and

suppliers
e (utstanding contractual deliveries

Services Performed

Heavy Engineering Segment
o \Vide range of EPCIC services for offshore facilities
o Fabrication services for onshore modules and facilities

Marine Segment
o Conversion of offshore facilities in one location

e Repair and refurbishment for various types of vessels, rigs and marine facilities

Plant Maintenance and Turnaround
e Plant shutdown and maintenance
e Routine maintenance

e Upgrading works

Customers

e PETRONAS Group

* |nternational oil companies
(I0Cs)

* Production sharing contract
(PSC) contractors

e EPCC contractors (offshore
and onshore)

e Petrochemical companies

e Domestic and international
shipping companies

Port

Management
mms

& Maritime

Services

Revenue Structure

o Construction and conversion contract revenue based on stage of completion

e Marine repair and refurbishment revenue
e Plant maintenance and turnaround revenue

Cost Structure

e QOperational costs (direct and indirect costs, fixed and variable costs, depreciation)

Human Capital
e 171 employees

Customers

e PETRONAS

® Pengerang Terminals

* Domestic and
international shipping
companies

Competitive Advantage

e (Owns and operates one of the region’s largest marine and heavy engineering facilities
¢ The only Malaysian yard with the capacity and skills to see through complex offshore

mega structures and marine facilities projects

Services Performed

e Qperator of ports and terminals

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

Jetty maintenance services

Logistic support services

Ship vetting services

Offshore vessel inspection services

Marine assurance and consultancy services which includes
ship screening, Tanker Management and Self Assessment
(TMSA), Offshore Vessel Management and Self Assessment
(OVMSA) and Roving Marine Marshall Services (RMMS)

Revenue Structure

* Revenue from contract
agreements and
service fees

Cost Structure

e (Qperational cost such
as salary and wages,
rental and lease,
business travelling,
material and supplies
as well as professional
fees

Competitive Advantage

e More than two decades of reputable experience in port and terminal operations and maritime services

e Own proprietary digital applications for Vessel Inspection System (VIS) and Offshore Support Vessel Inspection System (OSVIS)

e The acknowledged and preferred operator for the Terengganu Crude Qil Terminal, Miri Crude Oil Terminal, Bintulu Crude Oil
Terminal and Sabah Oil and Gas Terminal

.

ALAM provides maritime
JeralaM - education and training
for seafarers

Trained seafarers in Eaglestar
manage and operate LNG and
petroleum vessels

Complete/full range
offshore platform EPCIC
services for offshore &
onshore construction

Comprehensive marine
repair & refurbishment

LNG Asset Solutions and
Petroleum & Product

Offshore Business provides
comprehensive EPCIC

solutions, from design to ni
operations and Shipping segment

decommissioning of commission, acquire or
offshore assets oet @ in-charter LNG carriers and
tankers

Offshore Business operates
offshore floating solutions

LNG Asset Solutions and
Petroleum & Product
Shipping segment transport
energy resources for
customers - LNG, crude and
petroleum products

MMS provides port
mms  management and
maritime services

:\'I}:ﬁ?l::ted Services Performed
. e Ship management, engineerin
Services P ‘ ; ¢

and procurement as well as project
management (supervision and
consultancy service for dry docking and
new building of vessels)

Human Capital
e 4,638 employees
including 4,348
seafarers Revenue Structure

e Shipmanagement fees
e Maritime consultancy fees

Customers
e MISC Group Cost Structure

o External o QOperational costs such as employee/
crew costs, overheads, logistics

and personnel travel, research &
development, materials and supplies,
professional services and depreciation

Competitive Advantage

e Specialised experience in niche areas of LNG bunkering vessels, very large
ethane carriers, floating storage and regasification, 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
msc LNG Asset e Transportation of LNG

~ad  Solutions o New LNG asset-based solutions
e Transportation of ethane

Human Capital
* 66 employees

Revenue Structure
e Revenue from time charter contracts

with customers

Cost Structure
e (Qperational costs such as employee/
crew costs, repair and maintenance,

Physical Capital
e 33 vessels
e Four vessels under construction

materials and supplies as well as
professional and purchased services
and depreciation

Customers
e PETRONAS
e Energy majors
o Energy traders

Competitive Advantage

e Sterling reputation for operational excellence

e Consistent track record of reliable and on-time cargo deliveries

e | everaging on our proven industry experience to successfully expand into the
emerging sectors of LNG bunkering vessels and very large ethane carriers

Services Performed
Petroleum

Conventional Services
aef e g(hlla[';g?:; t e Transportation of crude oil, petroleum

products and chemicals
Specialised Services

e Owner and operator of DPSTs in the North
Sea and Brazil
e Qwner and operator of lightering services in

Human Capital
e 207 employees

the US Gulf and Latin America

Physical Capital

o 76 vessels Revenue Structure

* 9 vessel§ under e Revenue from time charter contracts, voyage
construction charter contracts, contract of affreightment,

lightering, and other shipping related income

Customers Cost Structure

* Energy majors ¢ Qperational costs such as bunker (marine fuel),
* Refiners employee/crew costs, repair and maintenance,
* NOCs materials and supplies, depreciation as well as
* Energy traders professional and purchased services

Competitive Advantage

e Advancing green shipping solutions with modern and technologically advanced
fuel-efficient vessels

¢ Industry pioneers in the fields of modular capture vessels and LNG dual-fuel
vessels

e Focused people investments to expand their sea and onshore skills and
capabilities

rLAM Maritime Services Performed
Aatam - Education & e (Conducts Pre-Sea Diploma,

Training Post-Sea, Ratings and Modular
Programme

Human Capital o (Qffers research and consultancy
e 196 employees including services

76 academicians

Revenue Structure

?ﬁ:ggg:ﬁth SPM o Tuition fees / Course fees
- e Research and consultancy fees
certificates

o Marine Officers Cost Structure
e Participants from shipping  Faculties’ salaries and benefits
companies e Training and learning facilities costs

Competitive Advantage

e Providing a broad spectrum of maritime education and training, beyond
Standards of Training, Certification and Watchkeeping (STCW)

e Research and consultancy expert, providing flexible solutions encompassing
the total lifecycle of port development

/1111 Strategic Review / Highlights / Key Messages / Who We Are / Introduction
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WHAT WE
OWN/OPERATE

LNG ASSET SOLUTIONS

LNG carriers allow natural gas to be transported in liquid
state, making it feasible to be transported across oceans
without pipelines. The containment systems on board the
vessels are capable of storing the natural gas at below

the boiling point of -162° Celsius. At this temperature,

the gas turns to liquid, occupying a volume 600 times
smaller. MISC’s fleet of LNG carriers consist of two types of
containment systems which are known as membrane and
Moss types.

MEMBRANE-TYPE LNG
CARRIER

The membrane-type system
is more space-efficient and is
able to have higher capacity
than a Moss-type vessel of
the same dimension.

MOSS-TYPE LNG CARRIER
A Moss-type vessel has
self-supporting spherical
tanks making it more robust
and resistant to sloshing.

It provides a higher degree
of operational flexibility for
worldwide trading capability
including the ability to load
cargoes at a floating liquefied
natural gas (FLNG) unit.

FLOATING STORAGE UNIT
(FSU)

An FSU is a flexible LNG
storage solution which is an
alternative to land-based
facilities.

VERY LARGE ETHANE
CARRIER (VLEC)

A specialised gas carrier
which transports very large
quantity liquified ethane
trading over long distances,
for example between North
America and the Far East.
The vessel transports ethane
at -94° Celsius in membrane
tanks and equipped with
dual-fuel propulsion and
reliquefaction systems.

LNG BUNKER VESSEL
(LBV)

LBV is a small scale LNG
vessel used to supply LNG as
marine fuel (bunker) to LNG-
fueled vessels via ship-to-ship
transfer operation. This vessel
can also be utilised for small
scale LNG transportation,
and for Gas Up Cool Down
(GUCD) operation for
conventional LNG vessels.

PETROLEUM & PRODUCT SHIPPING

VERY LARGE CRUDE
CARRIER (VLCC)

Tanker vessel with a capacity
of approximately 2 million
barrels of crude oil. Used to
transport crude oil over long
distances in inter-regional
trade.

SUEZMAX TANKER

Tanker vessel with a capacity
of approximately 1 million
barrels of crude oil. Used to
ship crude oil and has the
flexibility to do longer haul
cargo as well as shorter
regional trades.

AFRAMAX TANKER*
Tanker vessel with a capacity
of approximately 0.7 million
barrels of crude oil. Used

to carry crude oil or dirty
products such as fuel ail in
mainly regional trades.

DYNAMIC POSITIONING
SHUTTLE TANKER (DPST)
DPST possesses dynamic
positioning technology to
carry crude oil from offshore
production facilities to

the shore for storage or
distribution.

MODULAR CAPTURE
VESSEL (MCV)

Unique Aframax-sized
vessel that combines FPSO
and dynamic positioning
technology. The MCV forms
part of an innovative marine
system solution designed
to respond to a subsea well
control incident.

CLEAN PRODUCT TANKER
Long-range 2 (LR2) tanker
vessels with capacity of
approximately 0.7 million
barrels. Used to ship refined
petroleum products over
both long-haul and short-haul
trades.

CHEMICAL TANKER

Used to ship a variety of
chemicals and vegetable oils
primarily in both inter and
intra-regional trades.

LIGHTERING SUPPORT
VESSEL (LSV)

Transports mooring
equipment and crew to
conduct lightering operations.

* includes one Panamax Tanker and three LR2 tankers
currently trading crude oil

OFFSHORE BUSINESS

FPSOs and FSOs today have become the effective way

of extracting hydrocarbon for many offshore oil and gas
producing regions around the world. The vessel sizes
depend on the oil and condensed storage capacity
requirements and the vessels are secured to the seabed via
mooring systems which are determined by the environment
where they operate.

FLOATING PRODUCTION,
STORAGE AND
OFFLOADING (FPSO)

An FPSO unit is a vessel-type production system that
receives full well stream fluids such as crude oil, water and
others from a subsea reservoir through risers. It has topside
production facilities that separate the fluids into crude oil,
natural gas, water and impurities. It also has storage tanks
where processed crude oil is stored. Crude oil is offloaded
onto tankers for further refining onshore. It can be designed
with the capability of staying on location for continuous
operations for 20 years or longer.

FLOATING STORAGE AND
OFFLOADING (FSO)

An FSO unit is simpler than an FPSO as it does not have
production processing capabilities. It is normally integrated
with other production systems such as fixed platforms,
MOPU, tension leg platforms (TLP) among others. An FSO is
also equipped to store and offload crude oil to a tanker.

MOBILE OFFSHORE
PRODUCTION UNIT
(MOPU)

A UN

A MOPU is a mobile structure for offshore well production,
operating in shallow waters. It has production facilities to
process oil and natural gas and export oil through subsea
pipeline to an FSO.

SEMI-SUBMERSIBLE
FLOATING PRODUCTION
SYSTEM (FPS)

A semi-submersible FPS is a large pontoon-like structure
submerged below the sea surface at a predetermined depth
with an FPS that receives fluids such as crude oil, water
and others from a subsea reservoir through risers. The
topside production facilities separate the fluids into crude
oil, natural gas, water and impurities. Our semi-sub FPS
operates at a depth of 1,400 metres. The oil is exported via
a 200-kilometre long pipeline to an oil and gas terminal in
Kimanis, Sabah.

MARINE & HEAVY ENGINEERING

" i HEAVY ENGINEERING

O ASSETS
We have the largest
fabrication area by tonnage
capacity, to provide
engineering, procurement,
construction, installation
and commissioning (EPCIC)
of complex structures for
offshore and onshore facilities.

MARINE BUSINESS
ASSETS

Our well-equipped yard
includes three dry docks,
land berths, quays and

a shiplift. These facilities
enable us to perform repair
works, maintenance, marine
conversion and refurbishment
of a wide range of vessels.
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HOW WE MOVE ENERGY

MISC Group Core Business Solutions and Capabilities Across the Energy Value Chain

Natural gas and oil are resources which are central to our modern lives. We rely on them for fuel, electricity and all kinds of products.
Today, these commodities are transported by sea over large distances to their eventual end users. MISC is proud to play its role in
providing maritime transportation solutions to meet the energy needs of the world.
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KEY
MILESTONES

MISC'’s history began in 1968 to support trade and
economic development and at the same time promote the
maritime sector for Malaysia. Since then, we have grown
into a global maritime conglomerate with over 123 vessels
and floating assets and more than 8,600 professionals at
sea and shore.

Throughout the years, MISC had various streams of
businesses which cut across multiple aspects of shipping
and logistics, liner, dry and liquid bulk, LNG, petroleum
and chemical products.

Over time, we have defined the focus of our businesses
in supporting the energy value chain through our range
of energy related maritime solutions and services. We
have successfully built our presence in the global energy
industry with a distinguished reputation for safety,
efficiency and reliability.

Today, our work supports many of our clients’ own
success stories from the safe transportation of energy
related cargoes to operating offshore floating solutions
and the construction of complex marine structures.

A decade of firsts unfolds
with the incorporation of

the Malaysia International
Shipping Corporation (MISC)
as the country’s first shipping
line followed by the launch of
MV Bunga Raya being MISC’s
first ship.

OUR HUMBLE
BEGINNINGS

We then received our first batch of qualified and trained
Malaysian seafarers.

We began building our global presence, serving the regional
and intercontinental shipping routes with a diversified range
of shipping solutions including liner, dry bulk and liquid bulk.

This period also saw the foundation of the Malaysian
Training and Education of Seamen (MATES).

MISC launched our foray into energy shipping and was
entrusted to deliver Malaysia’s first LNG cargo to Japan.
Our first fleet of LNG carriers were the Tenaga Class. During
this period, we also embarked on the chemical shipping
business.

MATES was upgraded to academy status and renamed as
the Malaysian Maritime Academy (ALAM).

ACHIEVING HISTORIC
MILESTONES

o] 200 |

The highlight of the era was
the listing of MISC on the
Main Board of the Kuala
Lumpur Stock Exchange
(now known as Bursa
Malaysia Securities Berhad).

MISC also diversified its
businesses to include land-
based shipping-related
services such as container
services, logistics and
warehousing as well as
shipping agency.

Towards the end of this
period, MISC became a
subsidiary of PETRONAS.

A dynamic era of growth and expansions, particularly in the
energy related maritime solutions sector, MISC acquired
American Eagle Tankers (now known as AET) and made
the Malaysia Shipyard and Engineering Sdn. Bhd. (MSE) its
wholly-owned subsidiary, which was later renamed as the

Malaysia Marine and Heavy Engineering Sdn. Bhd. (MMHE).

Offshore Business Unit was
formed during this period as

the oil and gas industry.

REACHING NEW
HEIGHTS

e

MISC took delivery of our first floating production, storage &
offloading (FPSO) facility, FPSO Bunga Kertas and our first
deepwater facility, FPSO Kikeh.

MISC also expanded its energy solutions portfolio by
venturing into the business of developing and operating tank
terminals for storage solutions.

we continue to strengthen our
position as a leading player in
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KEY MILESTONES

After weathering several
years of severely challenging
conditions in the shipping
industry, we took the difficult
decision to exit from the liner
= business in 2011 as well
as to divest our non-core

7
ITe 'L h’:g" businesses (such as the land
i el logistics and tank terminal
e D T ] 0 v ~

business), a process which
continued until 2017.

This strategic rebalancing of our business portfolio allowed
us to channel our resources on our four core businesses,
namely LNG shipping, petroleum shipping, offshore and
heavy engineering business, and take advantage of other
opportunities within the energy and maritime industry.

WEATHERING THE
STORM

MMHE was listed on the main
market of Bursa Securities as
Malaysia Marine and Heavy
Engineering Holdings Berhad
(MHB). During this period,
MISC delivered the Gumusut-
Kakap semi-submersible
FPS, Asia’s largest facility for
deepwater development.

The Group also launched our
first two LNG floating storage
units (FSUs) for Malaysia’s
first regasification terminal in
Sungai Udang, Melaka.

AET successfully
operationalised its dynamic
positioning shuttle tanker
(DPST) business in Brazil.

MISC became a constituent of the FTSE4Good
Bursa Malaysia Index, a testament to our remarkable
sustainability performance.

We also refreshed our Vision, Mission Statements and
Tagline as well as enhanced our logo.

During this period, MISC Group’s shipmanagement units
were integrated into a single entity known as Eaglestar.

PETRONAS Maritime Services Sdn. Bhd. became part of
MISC Group and now known as MISC Maritime Services
Sdn. Bhd. (MMS).

-

1

JOURNEY OF
REBUILDING &
DISCOVERY

MISC took delivery of our first fleet of Moss-type LNG
Carriers, the Seri C Class. The period also saw AET taking

delivery of its first modular capture vessel (MCV), Eagle Texas.

MISC joined the ranks of global maritime industry players

as a Strategic Partner of the Global Maritime Forum (GMF),
committed to unleashing the potential of the global maritime
industry to increase sustainable long-term economic
development and human wellbeing.

.". -

s

o ;
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) ;‘

We celebrated our 50" anniversary in 2018, marking five
decades of growth, resilience and commitment towards
excellence. This period marks the continuation of MISC’s
journey that is driven by our People with their unwavering
Passion to push boundaries and explore the Possibilities that
lie ahead.

We have been pursuing
efforts towards sustainable
growth in the long term

by developing a healthy
pipeline of new projects as
well as winning the trust
and confidence of our
stakeholders.

EMBRACING
OPPORTUNITIES

MISC has also received numerous accolades which
recognised our excellence in corporate governance, investor
relations, sustainability and HSSE performance.

We became a member of Getting to Zero Coalition by GMF,
leading the push for international shipping’s decarbonisation.

We broke new grounds within the industry through the
deployment of LNG dual-fuel vessels and have joined forces
with other industry players to develop new zero-carbon

fuel technology that reflects our pledge in upholding sound
environmental stewardship.

Despite an intensely challenging year in which the COVID-19
pandemic ravaged through the globe and the oil market
suffered another downturn, MISC not only kept moving, we
charted a number of firsts during 2020.

SILVER LININGS IN A
TURBULENT YEAR

Reaping success after a multi-year journey of rigorous
preparation, we secured our first major deepwater FPSO
project in Brazil from a multinational oil and gas corporation.
This ushers in a new era for MISC through this complex
offshore project that will ultimately lay the foundation for
future international projects of such size and complexity.

Signifying our entry into China and the ethane maritime
transport market, MISC took delivery of Seri Everest, the

first of six newbuild very large ethane carriers (VLEC), the
largest vessels of its kind, acquired with long-term charters to
Zhejiang Satellite Petrochemical Co. Ltd.

Through our joint venture with Avenir, MISC and Eaglestar
embarked on our maiden foray as the region’s first
commercial operator and shipmanager for the dual-purpose
LNG bunker vessel (LBV), the Avenir Advantage.

Towards the end of the year, MISC through MHB successfully
completed and commenced operations at Dry Dock 3
located at MMHE West Yard in Pasir Gudang, Johor.

For more details about our achievements in 2020, please
refer to pages 52 to 55.
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SPECIAL FOCUS

Historically, offshore production accounts for an estimated 30% of the world’s oil reserves over
the past decade. Exploration and production of hydrocarbons offshore generally began in shallow
waters. As the demand for oil continued to increase over the decades, the industry has had to
move further offshore to find new sources to replace declining production from shallow water fields.
The development of more sophisticated technologies paved the way for offshore production in
water depths of more than 500 metres.

This marked the evolution from fixed platforms, which are structures that are fitted directly to
the bottom of the sea, to various types of floating production facilities that are known as floating
production systems (FPS). FPS have been designed in several forms, each with their own unique
characteristics and advantages such as the Floating Production, Storage and Offloading (FPSO)
units. The advancement of methods and technologies enables FPS units to operate in deepwater
and ultra-deepwater areas, reaching depths of more than 2,000 metres. These units are designed
to operate for prolonged periods and able to take on the challenges of increasingly complex
environments and harsh weather conditions.

Today, close to 300 FPS units are in operation globally and the key production regions include the
coastal waters off South America, West Africa, the North Sea as well as Southeast Asia.



Snapshot of the FPSO Market

The global FPSO market is expected to showcase significant growth with up to USD78 billion worth of new projects to be commissioned
within 2021-2026. As of January 2021, there are 166 FPSOs in operation worldwide and 31 available for deployment. South America is
the region with the biggest growth potential of FPSO projects, majority in Brazil.

SPECIAL FOCUS FPSO Life Cycle in the @ e Typical Components of an FPSO
The FPSO Industry Offshore Field Development Bl e

Operation & Asset life
Exploration Appraisal Maintenance extension

o o Top 3 Regions with the Highest Number of FPSOs
Field owner/operator may extend the

use of the FPSO if the field remains viable, - R - . g x
subject to repair and life extension 4 L] | ’ o 46 42 30

Introduction Difference between FPS0, FSO &
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competitive alternative to produce hydrocarbons that [ Production I Storage (O offloading
were discovered further offshore. As offshore
exploration moves to deeper waters, FPS is the
preferred alternative in the fields where fixed platforms
are not feasible.

Geological studies Drilling of well
Seismic activities Well testing
Environmental studies

South America Africa Southeast Asia and Australasia

Brazil is the country with the largest number  Nigeria is home to the world’s largest FPSO Kikeh is Asia’s and Malaysia’s first

of FPSOs in the world with 45 units. FPSO, with a storage capacity of 2.3 million ~ and largest deepwater FPSQO, built in 2007
barrels of oil. and deployed to offshore Sabah.

The most common types of FPS units are Floating,
Production, Storage and Offloading (FPSO), Floating,
Storage and Offloading (FSO), Semi-Submersible FPS,
Tension Leg Platform (TLP), Single Point Anchor
Reservoir (SPAR) Platform, as well as Mobile Offshore
Production Unit (MOPU). In selecting the type of FPS
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Continued demand for hydrocarbons worldwide is pushing the industry players to pursue
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o 2 9 exploration in deeper waters. Additionally, demands for operational efficiency and greater
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CHAIRMAN’S
N MESSAGE

Dear Valued Shareholders,

On behalf of the Board of Directors, it is my honour to present to you
the Integrated Annual Report and Audited Financial Statements of
MISC Berhad and its subsidiaries for the financial year ended

31 December 2020. This is my inaugural year as the Chairman of
MISC Berhad and | look forward to an exciting journey together with
my fellow Board members to steer MISC’s value creation in the years
to come.”

VOLATILE EXTERNAL
ENVIRONMENT

The year 2020 certainly proved
to be one of the most challenging
years in recent history as the
global community reeled from
the fallouts of the COVID-19
pandemic. This ongoing crisis

is different from anything the
world has experienced in over a
century. While the road ahead will
still be bumpy, there is reason for
optimism in 2021.

Worldwide lockdowns that were
imposed to contain the spread
of the virus has caused a sharp
global economic downturn,
arguably the worst since the
Second World War. With
demand for oil facing a slump,
oil prices plunged. This in turn
led to large cuts in oil exploration
and production CAPEX, and in
many instances, cancellation or
deferment of new projects by
major oil companies.

Petroleum tanker rates were
extremely volatile in 2020, surging
in the first half of the year, but then
tumbling around the middle of the
year and remaining depressed
thereafter as the seasonal peak
winter demand for oil and tankers
did not materialise as in the

past. With LNG however, carrier
spot rates initially declined, but
recovered with the return of
seasonal winter peak demand
towards the end of the year.

COMMENDABLE
PERFORMANCE IN A
CHALLENGING YEAR

Faced with the unstable market
conditions, the Group’s strategy of
focusing on long-term charters for
most of its assets shielded it from
the market volatility and improved
its resilience. MISC’s revenue rose
by 4.9% to RM9,401.2 million

for the financial year ended 31
December 2020 (FY2020) as
compared to the previous financial
year.

However, the Group reported

a loss before tax of RM123.6
million compared to a profit
before tax of RM1,512.3 million
in FY2019. This was mainly due
to the unfavourable decision

on arbitration proceedings by
Gumusut-Kakap Semi-Floating
Production System (L) Limited
(GKL) against Sabah Shell
Petroleum Company Limited
(SSPC). This prompted the
provision for litigation claims
amounting to RM1,049.2 million,
as well as a write-off of trade
receivables and loss on re-
measurement of finance lease
receivables of RM846.2 million.
Excluding the impact from GKL’s
arbitration decision, the Group
would have recorded a profit
before tax of RM1,771.8 million
which is 17.2% higher than
FY2019’s profit before tax of
RM1,512.3 million.

Notwithstanding the loss, MISC's cash flow generated from operating
activities for FY2020 of RM5,587.9 million was in line with RM5,579.1 million
recorded in the corresponding year. This was mainly due to the steady
cash flow generated from the Group’s portfolio of long-term contracts.
The Group’s balance sheet remains healthy.

In line with our commitment to provide sustainable distributions to
shareholders, the Board has approved and declared a total tax-

exempt dividend of 33.0 sen per share in respect of FY2020 which was
consistent with the total dividend declared and paid in the previous year.

The Group has made notable strides in expanding its footprint into new
markets, developing new solutions and diversifying its portfolio. During
the year, the Group secured USD2.8 billion worth of CAPEX in long-term
projects. With international oil majors as a part of MISC’s portfolio of long-
term clients, the projects that have been secured are testament to MISC’s
reputation as a competitive global energy and maritime solutions provider
that conducts itself according to the highest industry leading standards.

PEOPLE-CENTRED ORGANISATION

As reflected in the theme ‘People, Passion, Possibilities’, MISC is a
people-centred organisation that places great value on its diverse, high-
performing and skilled workforce of over 8,000 employees from more
than 40 nationalities working around the world at sea and shore.

In an extremely difficult year where COVID-19 has dramatically changed
the way we live and work, it is the people that kept the Group moving
forward, employing ingenuity and agility in overcoming the various
challenges and rising to the occasion in order to sustain its trajectory. For
that, | must applaud the people of MISC for their commitment and tireless
efforts. | believe that it is important for MISC to continue its efforts in
building a resilient and dynamic workforce that is able to strive and thrive
together in any challenging situation in the future.
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CHAIRMAN’S

MESSAGE

A DIVERSE AND EFFECTIVE
BOARD

In 2020, MISC refreshed its Board
composition to welcome new members.
On behalf of the Board, | wish to
extend our collective gratitude to
Dato’ Ab. Halim Mohyiddin who had
been Chairman of the Board until

31 May 2020 for his leadership.
Dato’ Ab. Halim has since been
subsequently redesignated as
Independent Non-Executive Director
and we look forward to his continued
participation on the Board.

Our deepest appreciation goes to
Tengku Muhammad Taufik who has
stepped down as the Non-Independent
Non-Executive Director of the Company
during the year for his valuable
contributions. We warmly welcome
Datin Norazah Mohamed Razali who

is also the Chairperson of the newly
constituted Board Governance and
Risk Committee (BGRC) and Encik
Mohammad Suhaimi Mohd Yassin.

We are confident that their insights and
perspectives will augment the ability of
the Board to provide Management with
focused oversight.

UPHOLDING GOOD GOVERNANCE
STANDARDS

MISC has consistently practiced good
corporate governance, reflecting its

belief that robust governance practices,
processes, and culture are fundamental
to inspiring investors’ confidence,
ensuring long-term shareholder value and
protecting stakeholders’ interests.
Several enhancements were
implemented during the year in line

with established best practices for

governance as well as stepping up

on the efforts towards building and
sustaining a culture of ethical compliance
throughout the Group. Among them were
splitting the functions of the previous
Board Audit and Risk Committee (BARC)
between the Board Audit Committee
(BAC) and the newly established Board
Governance and Risk Committee
(BGRC), pursuant to the step-up practice
recommended by the Malaysian Code

of Corporate Governance 2017 (MCCG
2017).

Sustainability is another important

area of attention, and to provide more
focused oversight, the Board has
included sustainability as part of the
BGRC'’s purview. In terms of sustainability
accomplishments during 2020, it is very
commendable that MISC has improved
its scores on FTSE4Good Index and

Dow Jones Sustainability Index as
compared to 2019.

MISC has also sustained its efforts to
reduce carbon emissions through its
shipping operations, and as at the end of
2020, the actual achievements recorded
have exceeded the targets set against a
2016 baseline. With the conclusion of the
previous five-year Sustainability Strategy,
the Board approved the 2021-2025
Sustainability Strategy, which will guide
MISC’s sustainability agenda for the next
five years.

INTERNATIONAL ACCOLADES AND
AWARDS

MISC continues to garner recognition at
the Alpha Southeast Asia’s Institutional
Investor Corporate Awards 2020 and
received three awards in the categories
of ‘Most Organised Investor Relations’,

‘Most Consistent Dividend Policy’ and
‘Strongest Adherence to Corporate
Governance’. The Edge Billion Ringgit
Club Awards also recognised MISC

as providing the ‘Highest Returns to
Shareholders over three years’ in the
transportation and logistics sector.
These awards represent the investment
community’s recognition of MISC’s
commitment towards upholding high
standards in investor relations practices
and consistent efforts towards value
creation for shareholders.

In recognition of MISC’s commitment to
upholding its environmental stewardship
practices, the Group was honoured
with the ‘Notable Achievement’ award
for ‘Environmental Performance’ at the
prestigious Prime Minister’'s Hibiscus
Awards. The Group’s focus on green
shipping solutions was acknowledged
when five of AET’s vessels, namely the
Eagle Brasilia, Eagle Barents, Eagle
Bergen, Eagle Blane and Eagle Balder,
received the Green Foundation Award.

Health and safety remains the utmost
priority for the Group and holds value
for both employees and customers. In
2020, the Maritime and Port Authority
of Singapore presented AET the
International Safety@Sea Award for its
outstanding contribution to search and
rescue efforts in 2019 when it came to
the assistance of three French sailors
in the Bay of Biscay. The FSO Orkid’s
high performance was recognised with
the Repsol Marine Vessel Safety and
Operational Excellence Award, while
the Seri Amanah was given the Best
Quality Ship Award 2019 by the Japan
Federation of Pilots’ Associations.

IN APPRECIATION

Our ability to work through the challenges
of a difficult year would not have been
possible without the unstinting support of
our entire ecosystem of stakeholders. On
behalf of MISC, | thank our shareholders,
customers, business partners and
financiers for the unreserved trust they
continue to place in us. To the authorities
all over the world that we have worked
with, we thank you for collaborating with
the Group throughout this global crisis.

On behalf of the Board, | extend our
heartfelt appreciation to everyone in
MISC for their unfailing commitment to
keep the company moving forward. And
last but by no means least, to my fellow
colleagues on the Board, | am indebted
to you for your valuable contributions
and stellar guidance in ensuring that

the Group continues to persevere and
prosper through these challenging times.

We may not be able to control the
direction of the wind, but the best that
we could do is to adjust the sails to reach
our destination. As MISC steps into
2021, our corporate strategy will serve

as the compass to navigate our future.

At the same time, we must keep our
perspectives clear on the prevailing and
emerging risks we would face along the
way.

Bolstered by the strong relationships

of trust we have built with all our
stakeholders throughout the years, MISC
remains committed to create value for all,
as we continue moving energy towards a
more sustainable future.

DATUK ABU HURAIRA ABU YAZID
Chairman
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Our Best Growth in the Worst Conditions

Dear Valued Shareholders,

2020 will be remembered
as the year that the world
was brought to its knees

by a single common global
threat. An invisible enemy
that does not discriminate
its victims but threatens all
that are in its way. We know
this enemy as the global
pandemic, COVID-19.

The word ‘challenging’
does not come close to
describing the economic
calamity and havoc the
global pandemic has
caused. ‘Catastrophe’ is
perhaps a more apt word.
As | write this, the threat of
COVID-19 is still present,
but we all hope that this
damaging threat will be in
our rear-view mirror by the
end of 2021.

As ironic as it may sound,
and against a backdrop
whereby global business
communities struggled to
survive, the MISC Group
had its best year in terms of
growth.

3

REFLECTIONS OF 2020

As | reflected on my thoughts of
past years, | recall describing 2018
as a chaotic year, with volatility

not seen since the great global
financial crisis of 2007-2008.

In that year, oil prices began to
stabilise and new investments in
the oil and gas industry began to
pick up after the oil price crash of
2014. | believed in the tailwind that
carried the MISC Group in 2018.
And we had growth successes
(USD900 million of new growth
investments) despite difficult
business conditions. 2018 was
also the year that we declared the
Group was ready to step up its
presence in the international arena
and compete against the very best
in the global sectors that we are in.

Unfortunately, 2019 was not

any better than 2018. Economic
and political conflicts dominated
headlines even more than ever and
the year was equally, if not more,
volatile than 2018. However, the
tailwind that carried us in 2018
continued to support us. In 2019,
we were able to secure up to
USD1.1 billion of new investment
in assets with long-term secured
income streams once the assets
are operationalised.

Then came 2020. Who would
have thought the world would

be battling a global pandemic?
A threat to humanity, and a
threat that does not discriminate,
regardless of background, race,
ethnic origin and faith.

Although cross-border economic tensions such as trade wars and
sanctions and political differences between nations were still raging on
from past years, all these took a back seat as COVID-19 seized the
headlines.

A well-known Malay proverb “sudah jatuh, ditimpa tangga” best
described 2020. In my feeble attempt to translate to English, this proverb
describes a state of perpetual misfortune and bad luck. Consistent
challenging economic and geopolitical conditions have already made it
tricky and risky for many global companies and businesses, year in year
out. Throw in a virtual shutdown of global economic activities and trade
due to the necessary lockdowns and restrictions required to combat the
spread of the virus, it is the ultimate misfortune and bad luck. And yes,
the world saw another collapse in oil price at the beginning of 2020, when
not even a decade has passed since the last collapse in 2014.

Need | say more on how challenging 2020 was?

Yet, in perhaps the most challenging year that the MISC Group has had
to face in the history of its existence, we continued to thrive and achieve
success in our quest for growth. Yes, tremendous success — in 2020, we
achieved our best annual growth in the worst of economic climates and
circumstances.

In 2020, we delivered new investments in growth assets amounting to
USD2.8 hillion, the highest we have ever achieved in a year. And we
made good our commitment to step up our international presence and to
compete against the best in the industry. Nothing can better showcase
this successful journey than the award of the Mero 3 FPSO project by
Petroleo Brasileiro S.A. (Petrobras) to MISC in August 2020. It has to

be said that our march towards securing the Mero 3 FPSO project has
been in the making for three years. Three years of unwavering belief that
we could find success despite not having the track record in bidding for
such a large-scale deepwater project and three years of hard work and
painstaking efforts by the team to develop our execution capabilities and
capacities.

Besides the Mero 3 FPSO project, we are also proud of our breakthrough
into the global ethane trade when we purchased six new very large
ethane carriers (VLECs) in July 2020. These six VLECs will also be
committed to long-term time charter party (TCP) agreements with
Zhejiang Satellite Petrochemical Co. Ltd. (STL) as charterer of the vessels.
Prior to these six VLECs, there are only eight other VLECs operating
globally and once our six new VLECs come into service, MISC will be the
largest transporter of ethane in the world.
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| would be remiss if | do not also
highlight a low note for us during the
year that marred our otherwise excellent
performance. We started 2020 with an
unfavourable arbitration decision relating
to the dispute between Gumusut-Kakap
Semi-Floating Production System

(L) Limited (GKL) and Sabah Shell
Petroleum Company Limited (SSPC),
after a drawn-out arbitration process. As
a consequence, we have to adopt the
necessary financial provisions required in
our financial reporting that has resulted in
an overall statutory loss for the Group for
the financial year 2020. However, MISC
intends to challenge various aspects

of the decision through the Malaysian
courts for what we believe to be a fairer
outcome.

Beyond the successes and the low
point in the arbitration, at the core,

the Group’s cash flow generation
machinery continued to run robustly in
2020, generating precious liquidity that
underpins our financial strength and
credit quality. We were not left wanting
in any way from a financial resource
standpoint during the year. It is a bold
statement to make despite the well-
described difficult operating conditions
for many in 2020.

OUR STRATEGIC FOCUS
AND FINANCIAL DISCIPLINE
VALIDATED

Tailwinds and luck always help. Who

will be foolish not to accept any free
assistance? However, | would like to
stress that our successes the past few
years, especially in 2020 are not random
occurrences and circumstantial. Far from
it. It has been a deliberate attempt and
effort over the years.

Hence, it is worthwhile for me to reiterate
and recap what | shared in last year’s
annual report on the MISC Group’s
strategy formulation process and the
financial discipline and governance that
we subject ourselves to.

| shared in my message last year the
importance of identifying and using
long-term economic and industrial
trends/ inflexion points as strategic

decision drivers in setting the growth agenda of the Group. This approach helps any
organisation to achieve steady and sustainable growth over time but more importantly
provides the necessary focus on long-term fundamental issues. We need to avoid the
risk of being distracted or misled by short-term noise and volatility into making knee-
jerk short-term decisions that may harm the longer-term prospects of any organisation
or institution.

| admit that the volatility and unpredictability of the past few years have tested our
beliefs and convictions from time to time. We asked ourselves if we have focused

on the wrong long-term fundamental trends and indicators. Did we miss or overlook
anything? We never stop questioning ourselves to ensure that we are not complacent
in our views.

With each revisit, review and scrutiny, our views of the long-term economic and
industrial trends continued to hold true. It gave us the resolve to maintain our strategic
course and not self-doubt, despite short-term circumstances creating fear and doubt.

All the more, as volatility and chaos seems to be on the agenda for the world in the
years to come, we will need to remind ourselves to always look at the core long-term
fundamentals. We need to know our economic, business and technology drivers for
our industry inside out to be able to navigate our strategies with conviction.

| also highlighted in my message last year that the MISC Group is fundamentally an
asset leasing company, whereby the assets we own are leased or hired to charterers.
Our assets require sizeable CAPEX and to fund their construction, we need to raise
debt funding besides the equity capital that we will provide as owners. To ensure
that we will consistently honour our loan obligations as well as generating return

for our equity shareholders, we prefer to work on long-term leases with our clients.
By attempting to match our long-term leases or charters with our long-term debt
repayment obligations, we can achieve sustainability and predictability in our annual
operating cash flow management. This approach has been the cornerstone of our
ability to achieve our objective of generating sustainable and recurring income.

The coming together of these philosophies and how they are put to work is best
illustrated by the five-year strategic focus that we ran from FY2016-FY2020. This is the
strategic focus that we named MISC2020. Given that MISC2020 concluded in 2020,

it is also timely that we do a self-assessment as to whether we achieved what we set
out to do.

When we embarked on MISC2020 five years ago, we set ourselves two core goals
that will underpin our financial sustainability as an organisation into the future. The first
was to reach a sustainable level of secured income to remain resilient even during the
most difficult times, while the second was to achieve a double-digit return on all our
assets, a measure of the quality of the investments that we have made.

In FY2020, we generated cash flow from operations of approximately RM5.6 billion,
of which approximately 90% comes from long-term secured income contracts. What
this effectively means is that come rain or shine, regardless of the economic backdrop
that we are operating in, we have visibility and predictability of up to 90% of operating
financial resources for the year. This level of visibility and security of cash flow at our
disposal allows us to confidently plan our growth ambitions whilst ensuring we meet
our annual capital and operating commitments and last but not least, ensuring a
healthy dividend payment to our shareholders.

In terms of return on assets, using a cashflow-derived formula (cash flow from
operations over total assets) instead of the more traditional return on equity (ROE) or
return on average capital employed (ROACE), we have achieved a double-digit return
since 2019.

The relevance and effectiveness of MISC2020 was greatly stress-tested in 2020 under
the extreme economic conditions brought about by COVID-19. | believe our financial
health in terms of cash flow generation during the year as well as the balance sheet

of the Group at the end of the financial year reflects the resilience and robustness that
MISC2020 has delivered.

Whilst MISC2020 may be behind us as we move into 2021, the same dual discipline of
generating secured and recurring operating cash flow from our operations/assets and
the application of quality checks on our investment decisions will remain part of our
day-to-day decision-making process going forward. They will continue to keep us on
the straight and narrow path of financial discipline critical to our financial resilience as

a Group. It bears repeating, as | have mentioned in my message last year, that these
dual disciplines form the heart of the ‘virtuous cycle of growth’ that we promote.

OUR FINANCIAL REPORT CARD
FOR THE YEAR

Amidst the pandemic, | am happy to
report that the MISC Group recorded
better operating results for the financial
year ended 31 December 2020 (FY2020).
The Group’s revenue increased by 4.9%
to RM9,401.2 million year on year,

while operating profit rose by 4.6% to
RM2,017.2 million.

Despite the higher operating profit, the
Group recorded a statutory loss before
tax of RM123.6 million. This was mainly
due to the recognition of provision for
litigation claims amounting to RM1,049.2
million, as well as a write-off of trade
receivables and loss on re-measurement
of finance lease receivables of RM846.2
million relating to the adverse decision on
arbitration proceedings by GKL against
SSPC as mentioned earlier. Excluding the
impact from the GKL arbitration decision,
MISC would have recorded a profit
before tax of RM1,771.8 million which is
17.2% higher than the previous financial
year.

Notwithstanding the consequences of
the necessary accounting provisions
related to the GKL arbitration decision,
we have a fundamentally sound
business, with cash flow generated
from operating activities for FY2020 of
RM5,587.9 million, in line with FY2019,
and the Group continued to maintain a
very robust balance sheet.

| am indeed very pleased that the Group
is able to maintain a dividend payment

of 33.0 sen for the financial year, similar
to FY2019 whereby we had increased
our annual payment by 3 sen over the
average of 30.0 sen in the prior years.
QOur ability to pay this higher dividend
reaffirms the strength and quality of our
operating cash flow, despite the statutory
loss before tax for FY2020.
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THRIVING DESPITE PREVAILING
CHALLENGES

| am happy to share the key highlights of
each of our major business and operating
subsidiaries/divisions.

Our LNG Asset Solutions segment had
another good year in capturing growth
projects, by acquiring six of the world’s
largest ethane carriers which forms the
thrust of our venture into the growing
ethane trade. Lauded by the Maritime
Reporter and Engineering News as one
of the ‘Great Ships of 2020’, we took
delivery of the first of these VLECs,

Seri Everest, in October 2020 and
recently its sister vessel, Seri Erlang, in
January 2021. These six new VLECs will
enable us to gain a strong foothold in
this niche segment to cater to increasing
future demand.

The Petroleum & Product Shipping
segment went through a rollercoaster
market. It was a year of two halves, with
high earnings in the first half, and low
returns in the second, but we ended with
an improved operating profit overall over
the previous year. We continue to take
bolder steps in line with our sustainability
aspirations by expanding our fleet of
green and eco-friendly tankers. We
secured time charters for two LNG dual-
fuel very large crude carriers (VLCCs)
from TOTAL as well as three Suezmax
second-generation dynamic positioning
shuttle tankers (DPSTs) from Petrobras.
These successes, together with the
delivery of two LNG dual-fuel DPSTs
and four eco-friendly DPSTs during

the year, all on long-term charters with
international energy companies, clearly
demonstrates the potential of combining
commercial viability and environmental
sustainability in ensuring that we deliver
our business objectives and at the same
time reduce our carbon footprint.

As | highlighted earlier, the Offshore
Business segment’s award by Petrobras
of our first major deepwater project

in Brazil, the Mero 3 FPSO project,

has been one of the high notes of the
year. We worked towards securing this
contract through focused investments

on people, processes, partners and
technology. The aim was to strengthen

our competitive position in bidding for
larger international offshore projects
with higher complexity in the likes of the
Mero 3 FPSO project. Our team has
demonstrated tremendous dedication
and commitment to make this a reality.
Our achievement on this front has
ushered in a new era for MISC, denoting
our ability to take on a complex project
with a huge investment that will ultimately
lay the foundation for future international
projects.

The lockdown and restrictions imposed
by the Malaysian government in

March 2020 to stem the spread of the
COVID-19 pandemic in the country
had adversely impacted the Marine

& Heavy Engineering segment due

to the closure of their yard operations
for almost a month to ensure the

safety of their workers. Once the
restrictions were lifted, MHB initially
resumed their yard operations at limited
capacity and then ramped it up to full
capacity soon thereafter. Despite these
disruptions, the segment closed the
year by completing Dry Dock 3 which
commenced operations in December
2020. The addition of another dry dock
to our existing facilities of two dry docks

and one floating dock has built up our
regional capabilities to conduct repair
and refurbishment services on vessels
and other marine and oil and gas
facilities.

Our three strategic enabler business
segments continued to support our four
core businesses, despite the various
challenges they had to contend with in
their own operations.

Our Integrated Marine Services
segment steadfastly upheld the highest
levels of operational excellence and
efficiency, thanks to the diligent efforts
of its people despite various COVID-19
restrictions and regulations imposed
by global authorities. With their strong
industry reputation and credibility that
has been built over several decades,
Eaglestar is now poised to take their
business to the next level by offering their
services to third-party customers.

Our Port Management & Maritime
Services segment also had to deal
with the challenges of COVID-19
which disrupted their vessel inspection
operations. MMS responded by
accelerating the digitalisation of

its operations and processes, and
successfully launched its mobile-based
application for the Vessel Inspection
System (VIS) and the Offshore Support
Vessel Inspection System (OSVIS). MMS
also charted a new milestone which
strengthened its industry position through
its official recognition as a member of

the Oil Companies International Marine
Forum (OCIMF).

The COVID-19 has forced the closure
of educational institutions to limit
infections and ensure student safety. In
response, our Maritime Education &
Training segment was able to continue
its activities by providing online remote
learning options for its students. Some
limited onsite education was also
provided for certain courses, especially
practical courses, that were allowed by
the respective authorities.

Details on the performance of each
business segment can be found in their
respective sections on pages 136 to 189
of this Integrated Annual Report.

THE GREAT ENERGY TRANSITION AND THE THREAT TO OUR VERY
EXISTENCE

In last year’s message, | explained the meaning of sustainability at MISC. Sustainability
is both a philosophy and culture for us — the need to perpetuate our existence into the
future and for the next generation. Besides the need for financial sustenance which |
have explained in great detail, this future also demands that we address all aspects of
social responsibilities, environmental considerations and good corporate governance.
These are the expectations of our multiple stakeholders.

In the maritime space, the focus is on sustainable shipping for a sustainable planet.
The entire value chain is taking sustainability on board and subsuming its principles
into their respective businesses. Our customers are seeking greener products and
services and have extended this expectation to vendors in our value chain. Our
investors and banking partners are putting greater emphasis on environmental, social
and governance (ESG) considerations when evaluating businesses and institutions that
they wish to invest or do business with.

To ensure the long-term viability and relevance of our businesses, MISC needs to
address these critical concerns. It is time we translate our philosophy and culture of
sustainability to address and tackle all these concerns head on in terms of the very
actions that we take as a Group in the years to come.

Beyond the expectations of our stakeholders, we face a greater challenge at our
doorstep. We cannot ignore the double threats of the energy transition to the very
existence of MISC. The first threat is to our portfolio of existing assets. Our ships run
on the very hydrocarbon fuel that is a source of greenhouse gas (GHG) emissions that
contribute to climate change. We need to address our choice of fuel for our vessels
that is consistent with a future net zero carbon era. Secondly, the cargoes that we
transport around the world, specifically oil, is facing an unavoidable structural reduction
in demand over time as the world moves away from oil-based fuel sources. To ignore
these structural shifts (long-term fundamental trends) is to risk our very own relevance
in the future.

We have not sat still and did nothing, waiting for others to show the way forward.
Rather, we believe it is our duty to determine our own fate during this energy transition.
Over the last few years, the Group has already begun to respond in a few different
ways. Firstly, we placed stronger emphasis on greener shipping solutions as evidenced
by our pioneering investments in LNG dual-fuel technology and eco-friendly vessels.

As we believe strongly in greater stakeholder collaborations in the maritime industry,
we decided to join forces with our shipping peers via the Global Maritime Forum
(GMF). GMF has pioneered many global alliances workings towards the future welfare
of the global maritime industry and one of the priorities is the decarbonisation of
shipping. Through the GMF, we signed up to be a member of the Getting to Zero
Coalition which is a partnership between GMF, the Friends of Ocean Action and the
World Economic Forum.

It is through this network of peers who share a vision of sustainable shipping in a

green future, that we were able to form a Joint Development Project a year ago with
Samsung Heavy Industries, Lloyd’s Register and MAN Energy Solutions to develop a
commercially viable zero-emission vessel (ZEV) by 2030. The coalition has been further
expanded in February 2021, with two new partners namely the Maritime and Port
Authority of Singapore (MPA) and Yara International ASA (Yara). With the addition of
MPA and Yara, the now six-partner coalition represents a complete representation from
all key stakeholders of the maritime ecosystem that we truly believe can help make a
ZEV fuelled by ammonia, a reality. We do not have all the answers today but over the
course of the next few years, the coalition will address each challenge one by one. We
proudly named the coalition “The Castor Initiative’. We chose this name as Castor is a
star system, comprising six stars that shine brightly in unison. These six stars represent
the six partners.
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To address the risk of obsolescence of MISC’s present business portfolio and assets
in a net zero carbon future, | am excited to share that the Group will be working on a
new roadmap to be called MISC2050, a 30-year journey that will map our journey and
mission in reimagining the economic and social role of MISC in a carbon-free future
come the year 2050.

With this 30-year roadmap, we will be guided in the shifting of our present business
and asset portfolio that we are all very familiar with today, and transition it to a new
portfolio that is relevant and will thrive in this future that we are imagining. Thirty years
may be overly long for some as a strategic roadmap as many things many change
over the course of the coming years. However, we cannot deny that if we do nothing,
30 years may be too short as well. What matters is that we act now and seize the
opportunity to define the undefined future for ourselves.

In the meantime, we have launched our 2021-2025 Sustainability Strategy, which
represents the next phase of our overall sustainability goals. This new sustainability
strategy continues to reinforce our ESG commitments for 2021 until 2025, with our
climate commitments stretching further ahead into 2030 and 2050. Some key aspects
of the strategy include our commitment towards decarbonisation, promoting the
circular economy, health and safety, diversity and inclusion, and last but not least, our
values and business ethics.

As part of the 2021-2025 Sustainability Strategy, MISC will also be embarking on our
Task Force on Climate-related Financial Disclosures (TCFD) journey in 2021, and to
implement its recommendations in a phased approach. During the year, we will also
participate in the Carbon Disclosure Project (CDP) as part of our efforts to fulfil our

commitment to environmental transparency and ascertain our baseline disclosure level.

We believe our disclosure to the CDP coupled with our upcoming TCFD journey will
provide our stakeholders with a clear understanding of our business readiness for a
low-carbon economy.

Another major milestone in our Sustainability Strategy is the emphasis on ownership
and advocacy of the sustainability agenda throughout the MISC Group. This

begins with a strong tone at the top with the Board of Directors, through the Board
Governance and Risk Committee (BGRC), providing governance oversight, and
cascading down to each business/service unit and subsidiary that will own and drive
the implementation of initiatives.

2021 — HOPE AND PATIENCE

The threat of COVID-19 is here to

stay, at least for the greater part of
2021, until globally, nations and the
populations of the world achieve a

level of herd immunity. We cannot
underestimate the far-reaching negative
social economic impact that was felt
throughout of 2020 that will spill into
2021. Various businesses, large or
small have struggled to stay afloat as
the shutdown of activities to combat
the spread of the virus took its toll.
Likewise, global workforces faced the
risk of displacement and unemployment,
a consequence of business failures and
shutdowns.

It is hard for most to be positive

and optimistic for 2021. While the
development and dissemination of
vaccines is welcome news indeed, the
reality is that it will take time for vaccines
to reach the majority of global population
before we can safely say that the
pandemic is behind us. In a best-case
scenario, some normalcy will resume in
the second half of 2021, but it will be
imbalanced. We therefore have to brace
ourselves for persisting headwinds, as
the restrictions of COVID-19 will continue
till the threat is fully under control.

Therefore, how long can one stay patient
and persistent?

Hope is a powerful word and a powerful
belief. Hope is an emotion. Hope is a
state of mind. As difficult as it may seem,
we must all not lose hope. With hope
comes motivation to keep on striving and
trying. With hope comes the emotional
energy to stay patient and committed

to our cause and beliefs. In the MISC
Family, we remind each other to stay
hopeful that better days will come in
2021. We repeat the hope and we
encourage each other to not give up.

While hope will keep us focused

and energised despite the negativity
brought about by the weight of a global
pandemic, there are also strategic tools
and decisions at our disposal that we
can take as a Group to safely navigate
2021.

With the growth that we have achieved
under the MISC2020 strategic initiatives,
the Group can afford to take a pause in
2021. We can most certainly afford to

e more selective in our pursuit of new
growth projects. Even if hypothetically
we do not secure any new growth
project in 2021, our growth in secured
operating cash flow is assured. In total,
we had USDS3.9 billion of projects under
construction as at the end of 2020. When
completed and delivered into operations
from 2021 into 2024, we will have a total
of 19 new vessels and assets entering
service for us. In other words, the heavy
lifting that we have done in securing new
projects the past few years will serve

us well in the coming years in terms of
growth in operating cash flow.

| have touted the tailwinds of past

few years that had blown behind us,
carrying MISC to many successes on
many fronts. Truth be told, we did not
anticipate a global pandemic. No one
did. Most certainly, with this global
pandemic comes the tremendous
headwind that will continue to blow hard
against anyone in 2021. We can most
certainly choose not to sail straight or
fight this headwind given that we have
done enough the past years.

Therefore, we will keep our priorities
for the year ahead straightforward. We
plan to keep it sweet and simple. In
2021, we will just focus on execution.

Yes, execution, execution, execution.
Execution of all the projects under
construction as | have mentioned above.
Focus on delivering them into operations
and converting into cash generating
assets in the coming years.

Besides the emphasis on execution
excellence, we will also be focusing

on the Group’s various internal
transformations - these Group-wide
transformation exercises will focus

on strengthening our processes in
finance, procurement and document
management. Collectively, they will
underpin the digitalisation of our
processes that will enable us to be even
more data-driven in our day-to-day
decision making. This means speed and
agility while improving the science in the
decision-making process.

We will also dedicate the year to rolling
out our new sustainability roadmap

for the years 2021-2025. We will put

in place a well-thought-out execution
plan to align the MISC Group with the
energy transition and the climate change
agenda. And central to this execution
plan will be MISC2050.

NOTE OF APPRECIATION

| would like to take this opportunity

and | can never do it enough, to thank
and express my deepest gratitude to
everyone in the MISC Family for keeping
our flag flying every year, through good
times and bad times. Especially through
the trying times of 2020. As the saying
goes, “When the going gets tough, the
tough gets going” — | cannot imagine

a more apt description of the fighting
spirit of everyone in the Group in 2020
as we weathered the challenges of the
past year together. We looked after
each other and we kept each other safe,
encouraged and motivated.

The MISC Group has many heroes

and heroines in 2020. Besides those
who were instrumental in delivering our
successful growth story during the year,
we have our very own frontliners i.e. our
seafarers who risked COVID-19 infection
as they continued to transport cargoes
safely and on time. Our frontliners also
include our employees and workers at

our heavy engineering yard in Johor,
Malaysia who remained committed to
their mission to deliver the projects they
had committed to. Not forgetting, our
project teams managing the various
newbuildings in South Korea and our
employees who managed and manned
the ports and terminals.

We also have many unsung and invisible
heroes and heroines. Silent in their
contributions and always never drawing
attention to themselves but without them,
everything else will not run. These include
our ICT teams across the globe who

kept all of us in the family connected as
lockdowns and restrictions across the
world to combat the spread of COVID-19
prohibited us from connecting and
interacting in our physical workspaces.
Not forgetting the HR teams who
continue to look out for the welfare of our
people and the finance teams who work
tirelessly to ensure we are on top of our
payables and receivables and making
sure the pay cheques get to our people.

From the bottom of my heart, | thank
and salute all of you. Indeed, we lived
up to what we have said the MISC
Group stands for — People, Passion,
Possibilities.

On behalf of the Group, | would also

like to record our sincere appreciation

to our valued shareholders, customers
and partners for their continuous and
steadfast support, trust and belief

in MISC. We are deeply indebted to

the MISC Board of Directors for their
stewardship of the company and wise
counsel as we steered through a stormy
year.

As we step into the year ahead, we
reaffirm our commitment to create
tangible and meaningful value for our
shareholders and stakeholders. Our
People will stay the course towards
achieving our strategic priorities, as their
Passion inspires them to make the most
of Possibilities ahead.

YEE YANG CHIEN
President/Group CEO
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HIGHLIGHTS

52 Key Corporate Events and
Achievements in 2020
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KEY HIGHLIGHTS
2020

Revenue

RM9.40

billion

W

Loss Per Share

=
S

Equity Attributable to Equity
»»»»»»» i Holders of the Corporation

Operating Profit

RM2.02

billion

RM3227 1.0

billion

Cash Flows from
Operating Activities

RM5.59

billion

Total Assets Dividends Per Share
RM51.82 33.0
billion sen

Operational Excellence

>99%

vessel availability

Major spill incidents

since 2013

>99%

vessel utilisation

>99%

floating asset uptime

&
@
1 . Y/ BERNo

Fatality Major security Major cybersecurity
: incidents incidents

Alpha Southeast Asia's
Annual Institutional Investor
Corporate Awards 2020

Winner

Most Consistent
Dividend Policy

Strongest Adherence to
Corporate Governance

Prime Minister’s
Hibiscus Award

Notable Achievement in
Environmental Performance
awarded to MISC Group

Green Foundation Award

Recognition award to AET for

Eagle Brasilia, Eagle Balder,

Eagle Barents, Eagle Bergen

and Eagle Blane

Highest Returns
to Shareholders over three
years, Transportation &
Logistics sector

Reduction in carbon emission
intensity by

18% 4
10% fazoeom
5% e

from baseline of 2016

Took delivery of the

ST dedicated LNG bunker

vessel in Southeast Asia

5 choice A"”ard
"
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Most Attractive
Graduate Employers
to Work for in 2021,
Logistics category,
First runner-up

Ly N
eMy ao10u0 °

Chamber of Shipping of
America (CSA)

Jones F. Devlin Award
for Safety Section
for 58 vessels 5

Environment
Achievement Award
for 58 vessels

Constituent of [_‘
FTSE4Good Bursa
Malaysia Index il
[I
Consecutive years

female seafarers
in MISC

87%

female male
employees employees
Acquired

h

6 of the world’s largest
ethane carriers (VLEC)
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KEY CORPORATE EVENTS
AND ACHIEVEMENTS IN 2020

JANUARY

MHB holds First Steel Cut
Ceremony for :

1. Bekok Oil Integrated
Project

2. Kasawari Gas
Development Project

MAY

1. AET takes delivery of the
first of four Suezmax,
second generation DPSTs
for Petrobras charter
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JUNE

MISC Berhad holds 51
Annual General Meeting
virtually

2. MHB celebrates one
million safe man-hours
for Kasawari Gas
Development Project

Section Section

3
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FEBRUARY

1. AET secures three
newbuilding Suezmax
second generation DPSTs
from Petrobras

JULY

1. Seri Amanah awarded the Best
Quiality Ship Award 2019 from
the Japan Federation of Pilots’
Associations

2. MISC enters into purchase
agreements and time charter
parties for six newbuild VLECs

APRIL

1. AET signs a time charter
agreement with TOTAL for
two LNG dual