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2019 PERFORmANCE REvIEW

HERE TO STAY. HERE TO GROW

Rejuvenation Focus

• Sustaining Our Safety Culture

• Preserving Process Safety

• Enhancing Operational 
Reliability

• Ensuring Product Quality

• Ethical Business Culture

• Execution of Key Investment  
Projects

• Employees Morale and Wellness

• Relationships with the Community

Streamlining Initiatives

• Increasing Commercial Value

• Managing Environmental 
Footprint

• Information Technology 
Improvements

OPERATIONAL REvIEW

REjUvENATION PRIORITIES

Sustaining Our Safety Culture 
(under Strategic Priority 1)

Quality, Health, Safety, Security and Environment (QHSSE) are 
critical to our business and operations. To this effect, we always 
endeavour to guarantee the safety and security of our people 
(employees and contractors) and the surrounding communities, 
guided by our Health, Safety, Security, Environment and Social 
Performance (HSSE & SP) Commitment and Policy as well as our 
Quality Policy. We continuously improve and develop QHSSE 
procedures and training programmes.  

KEY QHSSE PROCEDURES & PROGRAmmES

•  Safety Campaigns: Throughout 2019, proactive quarterly 
safety campaigns and a Safety Day were conducted to 
motivate the site on safety and address site-wide concerns on  
QHSSE matters.

• Walk-abouts: The weekly Leadership Team (LT) “Turun 
Padang” QHSSE walkabout by Leadership Team and Daily  
Goal Zero Walk serve as a pulse check on the current health  
of our HSSE standards implementation on site. The walk 
provides opportunities to identify potential hazards and 
proactively mitigate them before accidents occur.

When Malaysia Hengyuan International Limited (MHIL) took controlling ownership of the refinery three years ago in December  
2016, there were two urgent requirements. The first was to ensure the refinery can produce petrol and diesel meeting future  
Malaysian fuel specifications. Next, was to revitalise the refinery major assets and equipment, given their age and maintenance history.

Having addressed critical business continuity issues through the scheduled 2018 Major Turnaround and injected capital into  
upgrading assets and capabilities, in 2019 the Company could turn to optimising performance through Rejuvenation (focus areas 
that require continual strengthening and enhancement) and working on streamlining initiatives to increase efficiencies and reduce 
costs; while the Company continued to increase capabilities by executing key investment projects. All of these were covered under our  
six strategic pillars.

• CREST: An online portal named CREST has been established 
as part of our QHSSE digitisation efforts in capturing, 
consolidating and analysing findings from all types of walk-
abouts and interventions done across the site. Themes from 
these findings are then shared in multiple forums to drive 
improvements on QHSSE.

•  Training programmes: HRC’s QHSSE team conducted 25 
training sessions during the year covering crucial structured 
training such as Permit To Work Level 1 & 2; as well as other 
specific qualifications training such as First Aid and Confined 
Space competency training courses.

•  Rejuvenating assets: HRC has stepped ahead with a phased 
project to rejuvenate the Company’s firefighting system after 
facility weaknesses were identified with the help of a fire 
expert consultant.

• Emergency Preparedness and Response training: 
A series of training and drills were executed during the year 
to ensure the preparedness of the Emergency Management 
Team. In April 2019, a large scale three-day Tier-3 emergency 
response event named Exercise “Merbok VII” was held by 
the Company in collaboration with the Port Dickson District 
Office, and with joint participation of 10 agencies from  
across Malaysia. More than 400 people participated in this 
successful event.
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MANAGEMENT DISCUSSION & ANALYSIS  

HIGHLIGHTS:  

Safety performance for the year has significantly exceeded 
expectations, indicating a positive intervention and 
compliance culture from both employees and contractors. 
We successfully maintained our zero work-related fatality 
record for more than 26 years and achieved more than 10 
million manhours without a Lost Time Injury by the end of 
2019. 

Another positive result was the proactive reporting to 
prevent HSSE incidents, termed ‘Near Miss Potential  
Incident (NMPI) Reporting’. Total NMPIs reported far 
surpassed the 2019 target, which indicates a sustained 
positive reporting culture.

During the year, HRC was successful in obtaining a new 
ISO 37001: 2016 certification for Anti-Bribery Management 
Systems, emphasising the Company’s commitment on 
upholding integrity. The Company was also successful in 
the migration of ISO 17025: 2017 Accreditation for Testing 
and Calibration of Laboratories to the 2017 revision and  
was able to maintain other certifications through  
surveillance audits on ISO 9001: 2015 Quality Management 
Systems, ISO 14001: 2015 Environmental Management 
Systems, ISO 45001: 2018 Occupational, Health and 
Safety Management Systems and ISO / IEC 27001: 2013 
Information Security Management Systems. 

The results of external audits of our QHSSE Management 
System also reflected the positive strides we have made  
over the last seven (7) years. All 11 external audits that  
took place during the year were successful with zero 
fines. These were audits conducted by Department of  
Occupational Safety and Health (DOSH) Headquarters 
and State enforcement officers, third party environmental  
auditors for Euro 4M / H2GEN site and SIRIM.

For the first time ever, HRC was declared the winner of the 
National Council of Occupational Safety & Health (NCOSH) 
Award 2019, a prestigious national award in the category of 
Major Industries – Petroleum / Gas / Chemicals. In addition 
to that, the Company was also nominated as one of the 
finalists in the CEO Award category. 

For more details on our Safety programmes, please refer to our QHSSE  
Management and Performance in our Sustainability Report.

Preserving Process Safety  
(under Strategic Priority 1)

Process Safety is the engineering / asset match to personal safety.  
The science of Process Safety focus is to ensure hydrocarbons 
stay inside the process units at all times to avoid environmental 
damage, fires and explosions. Any leak, no matter how small, is 
classified as a Loss of Primary Containment (LOPC) and is tracked 
and followed up for learning and elimination.

HRC has international standard systems and processes in 
place to maintain and improve Process Safety performance.  
They include Ensuring Safe Production, Operating Window 
management, structured process safety reviews of plant design 
against current standards and Management of Change. The  
asset integrity management and enhancing maintenance 
execution on corrective inspection requests also support Process 
Safety. These preventive measures are important to ensure the 
plant remains safe and operationally sustainable. Improvement 
opportunities are being tracked systematically for execution on 
the run if possible, or during plant shutdowns. 

KEY PROCESS SAFETY INITIATIvES

• “8 Key Steps” which is a collection of process safety 
improvement tactics undertaken over the last several years,  
has been completed and efforts are on-going with the two 
other components, namely “Keep It In The Pipe” and “Process 
Safety 9 Fundamentals (PS9F)” 

• Completed four (4) process safety reviews which identified 
opportunities that will reduce site exposure to major process 
safety risks to as low as reasonably practicable

• Completed the Hazard and Effect Management Process 
(HEMP) Cycle for 14 out of 22 systems throughout the refinery, 
as scheduled

• Activated a concentrated focus on reducing the Corrective 
Action Inspection Request (CAIR) backlog

HIGHLIGHTS:

Three API Tier 2 LOPC incidents were recorded in 2019.  
Two of these were hydrocarbon leaks and one was a fire 
which was initiated by sparks from a pump motor bearing 
failure. All were mitigated in a timely manner by our 
operations and emergency response teams. Investigations 
on these incidents have been completed and learnings 
have been adopted, in particular on the areas of corrosion 
management, inspection plan and maintenance. It is to 
be noted that there were no injuries nor significant asset 
damage as a result of these incidences.

2019 PERFORmANCE REvIEW
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 Enhancing Operational Reliability 
 (under Strategic Priority 1) 

HRC’s efforts in enhancing our Reliability Management  
framework and reinforcing the “Reliability Mindset” resulted in 
substantial improvements in plant reliability in 2019 with HRC 
reaching world class availability levels during the year.

KEY RELIABILITY INITIATIvES

• Elimination of threats to availability. A significant number of 
identified threats were mitigated or eliminated through various 
projects and repair activities

• The master list of single points of failure was reviewed and 
on-going detailed analysis of selected equipment where 
outages have very high business impact, by using reliability 
centred maintenance, risk-based inspection and instrumented 
protective function studies

• The proactive technical monitoring programme that has been 
established was expanded and coverage was extended to 
include key process parameters   

•  Identifying and eliminating possible causes of future incidents 
through Proactive Threats Identification and Elimination (PTIE) 
and Asset Integrity Assessment (AIA)

• Sharing of knowledge and learnings from incidents to prevent 
future recurrence

HIGHLIGHTS:   

• HRC’s on-going improvements and focus on defects 
elimination, led to high reliability performance in 2019.  
Crude processing was very high with almost no Unplanned 
Downtime (UPDT) in the first three quarters of the year. 
Cumulative UPDT at the end of third quarter (Q3) was  
only 0.4 per cent which is world class.

• The LRCCU set an all-time run record of seven months 
without outages.

•  Unfortunately, an unexpected leak at the PLEM which is  
the underwater section of the crude oil offloading  
facilities on 29 September 2019 had reduced crude 
processing in the fourth quarter (Q4). The Company 
responded immediately to the matter. However, the  
repair works were challenging and slow due to the water 
depth, poor visibility and strong currents. The refinery 
production was slowed down but product supply to 
customers continued without any disruption. Crude  
intake returned to normal operational levels earlier than 
expected at the end of October 2019. The repair was 
completed in compliance to the environmental regulatory 
requirements despite difficult working conditions.  

•  This resulted in an overall unplanned downtime  
percentage of 3.7 per cent against a target of 2.0 per 
cent. Consequently, overall operational availability which 
includes planned and unplanned downtime was 96.3  
per cent, slightly below the business plan target of 96.6 
per cent.

•  Total crude processing in 2019 was 38.8 million barrels, 
slightly below the target due to the PLEM incident 
impacts, but 6.3 million barrels higher than 2018 due to 
improved refinery operations, uptime and capability after 
the major turnaround in 2018.

Ensuring Product Quality (PQ) 
(under Strategic Priority 1)

Except for a minor supply disruption to our customers for one 
and a half days, there were no major PQ issues during 2019. 
The sole PQ incident was promptly investigated, and immediate 
corrective and precautionary measures were put in place to 
resolve the issue and avoid any repetition. 

KEY PRODUCT QUALITY INITIATIvES

• A PQ health check structure was put in place and has 
commenced the trial run with good success. This structure will 
form the basis of the PQ health check framework for 2020  
and beyond

• Training with a reputed Oil Major was completed to increase 
the overall site competency and ensure quality work process

• The refinery petrol blending and storage assets needed to be 
converted from the high sulphur Euro 2 specification to the 
Euro 4M specification in Q4 2019 to ensure the whole system 
was converted by the gazetted date of 1 January 2020

• The assessment of requirements to release 95 octane grade 
petrol with zero giveaway on octane or vapour pressure using 
online analysers was completed

• The 95 octane grade blending process was rolled out and is 
now part of normal operations. As a result, 2019 had the least 
giveaway on product quality since records began. This provides 
a considerable economic benefit and also provides flexibility  
to blend petrol directly to ships rather than batch blending via 
on shore tankage
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MANAGEMENT DISCUSSION & ANALYSIS  

 HIGHLIGHTS:  

• A multi-disciplinary team within HRC has commenced 
planning for the transition to Euro 5 quality diesel by 
September 2020.

• During the year, HRC was honoured with certification 
of the new ISO 17025: 2017 Testing and Calibration 
Laboratories by the Department of Standards Malaysia. 
This was completed one year ahead of the mandated 
timeline and we were also successfully recertified with  
ISO 9001: 2015 Quality Management Systems to ensure 
the refinery meets the prescribed product quality.

Ethical Business Culture  
(under Strategic Priority 6) 

HRC has built a legacy of trust and integrity over the years and 
this is a distinction we intend to maintain long into the future. 
We are committed to stay and grow by operating responsibly 
and ethically. Our commitment to conduct our business at the 
highest level of integrity is highlighted in the policies, procedures 
and practices adopted throughout our value chain to support 
our ethical business culture. Additionally, integrity is now a key 
message in the refreshed Mission and Values of the Company. 

In compliance with the legislative requirements in Malaysia, 
HRC has adequate measures in place on anti-bribery and  
anti-corruption to further promote better governance and  
ethical culture across the organisation.

KEY INITIATIvES

• Conducted on-boarding training programmes for new 
employees on compliance to HRC’s General Business 
Principles, Code of Conduct, Anti-Bribery & Corruption and  
Anti-Money Laundering Manual and the Whistleblowing Policy

• Provided refresher training to existing employees and business 
partners 

• Highlighting the value of Integrity in the redefined Mission  
and Values

• Organised a Business Integrity Week to focus on values, 
business principles and risks

 HIGHLIGHTS:    

HRC received certification for ISO 37001: 2016 Anti-Bribery 
Management Systems in July 2019.

Whistleblowing management policies were reviewed and 
improved with a Whistleblowing Committee set up at  
board level. 

Please refer to page 56 of our Corporate Governance Overview Statement for more 
details on the enhancement of our Whistleblowing policy and procedures.

Key Investment Projects  
(under Strategic Priority 3)

Critical to our rejuvenation focus was the execution of  
on-going major projects which will ensure business continuity 
through compliance with industry regulations. These include  
the Environmental Quality (Clean Air) Regulations 2014 (CAR 
2014), Euro 4 Malaysia (Euro 4M), Euro 5 Gasoil (Euro 5G) and 
H2GEN projects. 

Clean Air Regulations (CAR)

CAR 2014 was gazetted by the Department of Environment  
in June 2014 and was mandated for compliance in Q3 
2019. There were three main scopes to the CAR project; the  
installation of the Air Pollution Control System (APCS) on our 
platformer and LRCCU vented streams, and the Predictive 
Emission Monitoring System (PEMS).

CURRENT STATUS: The project was successfully completed 
and delivered below budget by 5 per cent. The key APCS at 
Platformer and LRCCU flawlessly started up on 4 July 2019 and 
11 September 2019 respectively, making HRC the first refinery 
in Malaysia to comply with the regulatory requirements. The 
PEMS was commissioned in stages as each stack was converted 
with the last coming on stream before the compliance date  
and has operated smoothly since.

The new LRCCU wet gas scrubber has attracted comment  
from our local residents as it continuously and safely emits fluffy 
white plumes which are mostly pure water vapour, complying 
with the more stringent limits of CAR 2014. This is completely 
harmless to the public and the environment and is a key step  
on our path to minimising our environmental footprint. Several 
face to face engagements were conducted with the local 
communities to eliminate their concern on the white plumes.

2019 PERFORmANCE REvIEW
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Euro 4 malaysia

The Euro 4 Malaysia (Euro 4M) project is crucial for the 
sustainability of the business to meet the new Malaysian petrol 
specification requirements. The plant will have a production 
capacity of 1.15 million tonnes per year and uses a combination 
of hydro-processing and liquid-liquid extraction technology  
that has been applied successfully by the licensor in various 
operating plants in China.

The project will allow the refinery to continue optimising its  
crude slate to be commercially competitive.

CURRENT STATUS: The project is currently working towards 
completion as per revised timeline. The Company will ensure the 
quality and safety standards of the project are met.

From 1 January 2020 onwards until project completion, 
the Company will continue to produce and supply Euro 4M 
specification product to customers by producing and securing  
the blend accordingly. To date there was no impact to the 
Company’s operations and no supply disruption to the market.

Euro 5 Gasoil

The Government has mandated that refineries are to comply  
with Euro 5 specifications for diesel by 1 September 2020.  
This project has created job opportunities during construction 
periods, mostly from within Malaysia. Upon completion,  
the refinery will be able to refine higher sulphur crudes than 
at present, which would potentially produce higher refining 
margins.   

CURRENT STATUS: The project is on schedule with design and 
procurement. All tie-in projects were completed during Major 
Turnaround 2018, so the Euro 5 Project commissioning will  
have only minor impacts on the operating refinery. The 
project scope was extensively reduced after in-house reviews 
with considerable capital savings and the project has been  
re-optimised to be managed in-house.  

H2GEN Project

Once the Euro 4M and Euro 5G projects are completed, HRC 
will be short of hydrogen used to desulphurise mogas and  
gasoil components, which would result in loss of product  
margin. The H2GEN project is developed to produce hydrogen  
by taking natural gas as feedstock from a national oil and  
gas company. 

CURRENT STATUS: The project is on track to complete as  
per schedule to coincide with the Euro 5 specification change 
date. HRC has appointed an internationally recognised 
Engineering, Procurement, Construction and Commissioning 
(EPCC) contractor with the requisite credentials to meet the 
timeline. The project design is completed, most orders have been 
placed and fabrication is in progress. 

Employees morale and Wellness 
(under Strategic Priority 2)  

Our people are the vital drivers of our Company Purpose and 
keeping them loyal and motivated is critical to retaining them 
within the current competitive landscape. HRC actively ensures 
our Employee Value Proposition (EVP) remains attractive in terms 
of salary, benefits, career prospects and training. We annually 
benchmark our EVP against the Malaysian employment market 
to ensure it is competitive.  

We have on-going inter-departmental moves to refresh and 
nurture high potential employees and promote employee career 
advancement opportunities.  

KEY PEOPLE INITIATIvES 

• The second Employee Engagement Survey was conducted  
post HRC’s 2016 transition. The survey attracted a record 
high of 90 per cent participation. There were altogether  
12 dimensions with a total of 54 questions listed. 

• Our impactful “Be Well” programme continued to thrive 
in 2019 as we enhanced employee engagement activities 
with the kick-off of the “Be Well 2.0” campaign. This is an  
employee health improvement programme which encourages 
employees to achieve healthy balanced lifestyles and  
improve their health and fitness. The programme consisted of 
three main categories, namely, “Eat Well, “Move Well” and 
“Think Well”. It was launched in August 2019 and received 
overwhelming response from the employees.

• The three-year Collective Agreement was negotiated and 
agreed together with the HRC union in June 2019. HRC’s 
Collective Agreement is one of the very few Productivity 
Link Wages System (PLWS) in Malaysia. The provision of the 
Collective Agreement encourages employees to contribute a 
higher level of performance and to be rewarded accordingly.

•  A new Human Resources Information System (HRIS) system  
has been rolled out to replace the existing Human Resource  
(HR) system. The new system comes with the Office  
Automation Application which simplifies the HR processes, 
making it more efficient.
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MANAGEMENT DISCUSSION & ANALYSIS  

 HIGHLIGHTS:  

• The Employee Engagement Survey showed that employees 
viewed the Company as a responsible organisation in 
matters concerning the environment and with high 
integrity when dealing with the society / community. The 
Company scored well on employee engagement matters. 
However, a few areas for improvements were highlighted 
on Organisational Leadership and Operational Excellence. 
A team has been set up to address the issues identified.

• At the Malaysian Society for Occupational Safety & Health 
(MSOSH) for the Workplace Promotion (WPP) Health 
Award in Kuala Lumpur, HRC was the only participating 
company to be awarded “Level 3” (the highest level 
achieved in 2019 amongst contestants) in recognition 
of our well-structured “Be Well” WPP programme. The 
award was newly introduced in 2019 by MSOSH and 
Pertubuhan Keselamatan Social (PERKESO) and is open to 
all companies in Malaysia. 

• The “Be Well” programme also elevated HRC as a finalist 
for the HR Excellence Award on 17 October 2019 held in 
Kuala Lumpur. HRC was selected for the final round in the 
Corporate Wellness category, on par with other corporations 
who were seasoned participants in this competition. 

• The Company signed a Collective Agreement with the 
HRC trade union which moved the shift structure from  
an eight-hour basis to a twelve-hour basis. This is a 
significant milestone in the refinery’s long history and 
will enhance employee work / life balance and on-site 
maintenance productivity.

• The new Office Automatic Application was rolled out, 
automating and simplifying many HR internal processes 
and improving productivity across the site.

Relationships with the Community  
(under Strategic Priority 6)   

Here to stay and grow with the Port Dickson community, we 
are committed to be socially responsible in our business affairs 
and make a positive contribution. As a refinery, we continuously 
maintain a responsive community feedback mechanism and 
commit to acknowledging complaints immediately any hour of 
the day or night and addressing complaints within 48 hours of 
receipt. Other ways we engage with the community is through 
outreach programmes, community engagement activities and 
festive celebrations with our neighbours.

KEY INITIATIvES IN SOCIAL RESPONSIBILITY 

• Addressed, investigated and resolved five public grievances

• Engaged in a series of outreach programmes with an 
investment of RM66,200, such as:

EDUCATIONAL:

- Contribution to the Children Library Kg Sunggala to ensure 
sustainable education for native children.

- Organised the Kampung Paya Back to School Programme to 
provide orphans and underprivileged students with school 
uniforms and other necessities for the new school year  
in 2020.

ENvIRONmENT

- Continued the Community Park Cleaning programme with 
Sekolah Menengah Chung Hua Port Dickson to educate  
the younger generation on the importance of caring for the 
environment.

- Organised a gotong-royong at the Port Dickson jetty to 
promote and encourage a safety mindset among the 
fishermen in Port Dickson.

- Encouraged local schools to educate students on being 
creative in reusing and recycling materials as part of a  
DOE World Environment Day initiative.

SOCIAL

- Food care packs and festive goodies distribution to 
underprivileged communities during Chinese New Year,  
Hari Raya and Deepavali. These events were supported by 
a team of volunteers from the HRC leadership team and 
employees. 

- Engagement session with Kampung Arab committee 
members and resident representatives, to clear the 
misunderstanding on the “white smoke” released to the 
atmosphere, which is actually just “water vapour” from our 
newly commissioned Wet Gas Scrubber and is compliant 
with CAR 2014.

Note the further clarifications under the CAR 2014 compliance on page 34.

HIGHLIGHTS:  

• The engagement session served as an effective avenue 
for HRC to address residents’ concerns and correct 
misunderstandings on issues. All points raised by 
concerned residents were captured by the meeting 
committee and HRC representatives for tracking and 
follow up until closure. One of the key concerns over a 
new noise at night-time was addressed and the source 
was eliminated to the satisfaction of all residents.

2019 PERFORmANCE REvIEW
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STREAmLINING INITIATIvES

Increasing Commercial value  
(under Strategic Priority 5)

HRC has some inherent commercial advantages arising from  
our geographical location. These include control of the 
hydrocarbon jetty in Port Dickson, connection to the multi-
product pipeline supplying the Klang Valley and KLIA, commercial 
product agreements with large retail distributors, and a process 
unit configuration with a high product yield, amongst others.  

During 2019, to further strengthen our commercial position, 
we explored opportunities to further diversify our supplier and 
customer bases, drive costs down in financing and contract deals, 
and implemented further protection of margins. Investments 
in automation were also explored for more accurate and  
cost-efficient processing.

KEY INITIATIvES

• To supplement our oil supply agreement, we negotiated  
Term Deals with crude suppliers, especially within Malaysia

• Pursued new customers and alliances

• Followed more opportunities to leverage our hedging capability

• We structurally reviewed the Oil Loss systems and processes

• Third Party Spending – we reviewed our high value contracts  
to target structural costs decreases

•	 We	 automated	 our	 gantry	 system	 to	 create	 a	 more	 flexible	 
and robust loading schedule and less waste

 HIGHLIGHTS: 

• A new crude term supply agreement was forged with 
a Malaysian oil producer and eight new crudes were 
processed during the year. 

• HRC has also onboarded one new local customer and 
began positive trials with another. In addition, the 
Company has signed commercially attractive deals with 
customers for three new product cuts and have optimised 
our supply into the new post IMO 2020 low sulphur fuel 
oil markets. This was upon completion of a successful 
transition from high to low sulphur petrol specification 
within refinery assets, as discussed under Product Quality. 

• We completed the implementation of hydrocarbon 
hedging by adding inventory hedging to our portfolio and 
improved measurement and calculation of hydrocarbon 
balances to improve Oil Losses to well below target,  
with more improvements in progress. 

• We reviewed and renegotiated our high value contracts 
for plant maintenance services with significant structural 
cost reductions. 

• We replaced the HR application with a new customised 
in-house Office Automation (OA) system, generating 
significant cost reductions. 

• We generated structural operating cost savings by 
developing internal talent to take over Contract and 
Procurement services formerly rendered by external third-
party service contractors. 

• We continue to be open to new ventures for gantry 
sales and ensured that we are ready to take on any such 
opportunities with our fully automated gantry system. 

All these efforts combined contribute to better risk management, 
more competitive net margins and provide a continuous stable 
market for our products. Operational expenditure has reduced 
and the break-even operating cost for 2020 is significantly 
reduced from the 2019 actual levels.

managing Environmental Footprint  
(under Strategic Priority 3)

HRC’s aspiration is to reduce our environmental footprint over 
the long-term. In our operations, we seek to minimise costs, 
waste and environmental impacts through active monitoring and 
management of our resources. Our areas of focus include water 
and effluents, waste management, gas emissions, and energy 
management. These are anchored on HRC’s Environmental 
Policy and the standards of the ISO 14001: 2015 Environmental 
Management Systems. 

Separately, monitoring samples are tested by an independent 
third-party laboratory and the results are reported to the 
Department of Environment (DOE). Parameters are monitored 
against the DOE’s Environmental Quality (Industrial Effluent)
Regulations 2009 and the Malaysia Marine Water Quality 
Criteria & Standards (MMWQCS). To calculate gas emissions we 
refer to the American Petroleum Institute (API) Compendium  
of Greenhouse Gas Emission Methodologies for the Oil and  
Gas Industry 2009 and ISO 14064-1. Our refinery Energy 
performance is measured using the Solomon Associates Energy 
Intensity Index (EII).

Detailed records, measurements and analysis on these areas are reported in our 
Sustainability Report available at www.hrc.com.my.
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MANAGEMENT DISCUSSION & ANALYSIS  

2019 PERFORmANCE REvIEW

KEY ENvIRONmENTAL mANAGEmENT INITIATIvES 

• Commissioned the CAR project to comply with the  
government’s CAR 2014 specifications in improving and 
monitoring refinery emissions

•	 Installed a pH adjuster system as part of the effluent water 
system to have a better handle in releasing effluent water 
within the recommended pH specification

• On-going continuous efforts to reduce carbon footprint 
by minimising greenhouse gas emissions. This is done by 
managing energy efficiently and reducing flaring through  
daily monitoring, reviews and regular inspection programmes

• Developed the 2019 Energy Improvement Plan to facilitate  
the refinery towards achieving its energy goals for 2019. The 
plan is composed of five key strategies with detailed tactics 
under each strategy

• Development of the Wastewater Masterplan (WWMP) to 
improve the quality and assurance of treated effluent water 
discharges

• In collaboration with Indah Water Konsortium (IWK), HRC 
has embarked on a feasibility study to improve the wider 
Port Dickson’s area water consumption through the usage of 
recycled treated sewage water in the refinery process

• Campaigned on waste segregation awareness through a  
series of roadshows at site in collaboration with in-house 
contractors. This was done to identify new ways to reduce, 
recycle or recover generated waste

 HIGHLIGHTS:

• Successful completion of the CAR project in compliance 
with CAR 2014 – see more detailed discussions above 
under Key Investment Projects.

• Improved energy efficiency with EII index of 110.9 in 2019 
compared to 111.7 in 2018.

• Sustained use of raw water in 2019. We are undertaking 
assessment on recycling of IWK water and if deemed 
feasible, this will be undertaken in 2020.

•	 Phase 1A of the WWMP was completed.

• Favourable findings from two environmental compliance 
audits carried out at the Euro 4M site by DOE approved 
external auditors. There were zero fine issues, nine 
environmental best practices observed, two opportunity 
for Improvements identified and only one finding (on soil 
erosion protection and on-site sediment control) which 
was closed within two weeks from the audit date.

Full descriptions and further details may be found in the Sustainability Report 
at www.hrc.com.my.

Information Technology (IT) Improvements   
(under Strategic Priority 6)

IT systems and applications are a key enabler for a highly 
productive company. IT systems can also be at risk from  
phishing, hacking and other malicious attacks from external  
parties. In 2019, HRC focused on reinforcing its IT security and 
infrastructure to safeguard against such risks.

KEY INFORmATION TECHNOLOGY INITIATIvES 

• Replaced the HR application and implemented the OA  
platform for business process productivity improvements 

• Focused on IT security and user awareness. These included 
upgrading of IT Firewalls, rolling out the Email Advance Threat 
Protection and perpetually conducting IT awareness training to 
combat against phishing, malware and cyber threat activities 

• Upgrading of key network infrastructures with additional 
Internet link and core switches upgrade to provide redundancy 
support for the business

• Successfully automated the Omega Gantry system to interface 
with multiple enterprise resource planning (ERP) systems

 HIGHLIGHTS: 

• Our network firewalls, Multifactor Authentication and 
other security features have been installed to detect, 
monitor and block malicious activities. These systems are 
now current and state of the art (with Next Generation 
Firewalls).

• Additional Internet link and core switches upgrade 
have provided redundancy support for the network 
infrastructure and business systems.

• We have successfully obtained ISO / IEC 27001: 2013 
Information Security Management Systems accreditation 
as an external assurance of our IT security systems.

• The gantry system has been upgraded to have seamless 
data transfer between multiple business systems and is 
scalable for future growth.
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FINANCIAL REvIEW
mARGIN AND FINANCIAL PERFORmANCE

In financial year (FY) 2019, the Company posted a profit of 
RM35.0 million as compared to RM31.0 million in the previous 
financial year. Refining margins and crude prices continued to 
remain volatile during the year. Average current cost of stock 
margin (CCS) for FY2019 was USD2.49 / bbl vs USD3.44 / bbl  
for FY2018. First-in, first-out (FIFO) margin for FY2019 was 
slightly higher at USD3.32 / bbl vs USD 3.00 / bbl in FY2018. 
Further analysis of the financial performance is as follows:

Revenue and Gross margin

In FY2019, the Company recorded 19 per cent higher sales 
volume as compared to FY2018. Total sales volume for FY2019 
was at 41.9 million barrels vs 35.1 million barrels in FY2018. 
Annual sales volume was higher as compared to previous 
financial year due to scheduled production downtime of  
11 weeks in delivering the Major Turnaround 2018 (MTA). 
Revenue for the year was comparably higher due to 19 per cent 
higher sales volume but was dragged down by lower market 
quoted product prices in FY2019. Market quoted product prices 
averaged USD75 / barrel in FY2019 as compared to USD82 / 
barrel in FY2018.

BRENT OIL PRICE

In FY2019, the price of average Brent crude oil averaged at  
USD64 / bbl, USD7 / bbl lower than its FY2018 average. 
Brent crude oil traded within relatively narrow price ranges  
throughout the year, with the lowest at USD59 / bbl and the 
highest at USD71 / bbl. Throughout FY2019, increases in US 
shale petroleum production had dampened oil prices. The US 
shale boom has resulted in Brent crude oil staying stubbornly 
range-bound. Efforts from production cut announcements  
from the Organisation of the Petroleum Exporting Countries 
(OPEC), production outages at Libyan fields and the drone and 
missile attacks on Saudi oil infrastructure could not keep Brent  
at USD70 / bbl for more than a few days.

Stockholding gains for FY2019 (including the effects of 
commodity swaps) were USD 0.75 / bbl (2018: USD 0.13 / bbl)  
with further uplift recognised on the effects of margin swap at 
USD 0.42 / bbl (2018: USD 0.05 / bbl).

The hedging strategy undertaken by the Company has protected 
the Company’s FIFO margin from eroding although the Company 
faced internal and external factors such as the PLEM issue and 
market volatility.

The business improvement tactics delivered a value of USD52.9 
million (2018: USD37.7 million). This was attributed to crude 
optimisation of USD30.0 million, product optimisation of 
USD12.3 million, refinery process improvement of USD9.4  
million and spend optimisation of USD1.2 million.

Average CCS margin for the year was USD2.49 / bbl compared to 
USD 3.44 / bbl in FY2018. The Company’s CCS margin was badly 
impacted in Q4 2019 due to the damage of the Underwater Pipe 
Line End Manifold (PLEM) valve. The Company had to reduce its 
crude intake by 20 per cent to 50 per cent over a 30-day period 
and incurred additional costs in the form of prompt product  
and feedstock purchases, demurrages, diversions and freight 
charges in mitigating the effects of the PLEM shutdown. These 
strategies were done to ensure that the refinery continued to 
operate and meet the committed sales volumes.

Income and Expenses

In the current financial year, the Company continued to partially 
reverse an impairment loss on its property, plant and equipment 
that was previously recognised in FY2014. The reversal was  
made after taking into consideration the successful completion 
of the Clean Air Regulation (CAR) project and higher certainty  
on the progress of the other key regulatory driven projects,  
namely Euro 4M, Euro 5G and H2GEN units.
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MANAGEMENT DISCUSSION & ANALYSIS  

The valuation basis of these assets is as stated in our accounting 
policies.

• The Company’s current assets comprise of derivatives that 
have maturity of less than 12 months, inventories, receivables 
and cash. Current assets have increased from RM2.7 billion 
to RM3.7 billion, an increase of 35.0 per cent as compared 
to FY2018. The increase is mainly attributable to increase in 
cash balances as at year end. Inventory balances increased by 
22.4 per cent or RM273 million mainly due to higher inventory 
volume which coincides with higher sales volume.

Total liabilities have increased by RM1.5 billion from RM2.1 billion 
in FY2018, to RM3.6 billion. Further details are set out below: 

• Current liabilities comprise mainly of payables, derivatives with 
maturity less than 12 months, revolving credit and a portion 
of term loan balances that are repayable within the next  
12 months. Trade payables mainly relates to payables for crude 
purchases and payables relating to capital expenditure. Trade 
payables are higher in FY2019 due to the timing of crude 
payments and capital expenditure.

• Non-current liabilities comprise of term loans, deferred 
tax liabilities and derivatives with maturity more than 12 
months. Term loans are repayable over a three (3)-year period, 
denominated in USD and are secured by way of charges on  
the Company’s assets.

Cashflow

As at year end, there was significant improvement in cash  
balance which stood at RM1.0 billion. This was contributed by 
RM1.3 billion cash surplus from operations. The net operating 
cash inflows were utilised in financing approved capital 
expenditure, repayment of loans and borrowings and servicing 
the interest charges.

Dividends

The Board of Directors has formed a view that it would not be 
prudent for the Company to declare dividends at this juncture. 
The fluid situation of Covid-19 since late January 2020 and  
slump in oil prices from March 2020 as well as the pending 
completion of large projects such as Euro 4M, H2GEN unit 
and Euro 5G has resulted in the Board of Directors taking  
a very conservative approach in sustaining the operations 
of the Company. The Board will continue to review the  
dividend prospects considering long-term value creation to  
its shareholders.

The Company recorded higher operating expenditure, other 
operating losses and taxation whilst being offset by lower 
depreciation and amortisation and finance costs. The overall 
impact resulted in profit after tax increasing by 13 per cent as 
compared to FY2018. Included in other operating expenditure  
is RM6.2 million relating to the repair cost for the PLEM 
underwater valve. The Company also donated RM5.0 million to 
the Food Bank Malaysia programme as part of HRC’s corporate 
social responsibility towards helping the poor cope with  
increased cost of living whilst reducing food waste. 

The year’s operating losses included a RM48.6 million loss 
related mainly to negative fair value returns from commodity 
swaps, whereas in FY2018, the Company recorded a fair value 
gain amounting to RM76.9 million. Higher taxation was due to 
reversal of deferred tax assets arising from unutilised tax losses. 
The reversal is due to the Malaysia Finance Act 2018 disallowing 
unutilised tax losses to be carried forward beyond seven (7) years.

Lower depreciation and amortisation reflect the extended useful 
life of the refinery assets based on an assessment carried out in 
the previous financial year. There were lower finance costs for the 
year due to capitalisation of borrowing costs for major projects 
such as Euro 4M, H2GEN and Euro 5G.

Total Assets and Liabilities

Total assets increased 35.5 per cent or RM1.5 billion from the 
previous financial year. Details of total assets of RM5.7 billion in 
FY2019 is set out below:

• Carrying amount of fixed assets i.e. property, plant and 
equipment, intangible assets, right-of-use assets of RM2.0 
billion comprises:

2019 PERFORmANCE REvIEW

CARRYING 
AmOUNT OF 
FIxED ASSETS

•	 4% Land and Buildings

•	13% Hijau

• 8% LRCCU

•	 6% MTA 2018

•	 8% CAR

• 45% Assets under  
  construction 

•	 1% Intangible Assets

•	 2% Right-of-use-assets

•	13% Others   
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KEY PERFORmANCE INDICATORS (KPIs) AT A GLANCE
Our KPIs assess the performance of the Company across all aspects of operations in a balanced Business Performance Scorecard.  
Non-financial indicators include measures of production and reliability, safety, commercial relevance, sustainability and governance.  
Financial indicators cover margin, financial performance and return on investment. Additional KPIs tied to sustainability are elaborated 
in our Sustainability Report 2019 which is available on our website at http://hrc.com.my/sustainability-report.html.

            2019 2018 2017 2016 2015

Million Exposure Hours Worked 4.52 3.5 2.0 1.3 1.9

Lost Time Injuries (LTI) 0 0 0 1 1

Process Safety Events (API Tier 1) 0 1 1 1 0

Process Safety Events (API Tier 2) 3 1 0 2 1

First Aid Cases (FAC) 6 11 5 1 5

Operational Availability 96.3% 79.4% 97.4% 82.1% 86.1%

Unplanned Downtime (UPDT) 3.7% 3.1% 2.3% 7.2% 4.5%

Production Volume (million bbl) 38.8 32.5 39.7 37.5 33.9

Refining Margin (FIFO) (USD / bbl) 3.32 3.0 8.4  5.5 6.1 

Sales Volume (‘000 bbl) 41.9 35.2 41.1 39.0 36.3

Revenue (RM million) 12,637 11,241 11,583 8,365 9,080 

Profit After Tax (RM million) 35.0 31.0 930 335 352 

Cash Generated From / (Used in)  
Operations (RM million) 1,317 380 477 (5) 783 

Quick Ratio (Current asset- 
inventory) / Current liability

0.8 1.0 2.5 1.8 0.7 

Shareholders’ Funds (RM million) 2,011 2,022 1,789 1,010 677 

Earnings / (Loss) Per Share (sen) 12 10 310 112 117 

Return on Average Capital Employed 
(times) (EBIT / (Average total assets-
average current liability) – – 0.4 0.2 0.4 

Energy Intensity Index (EII) 110.9 111.7 111.5 114.0 113.5 

Effluents – Average Oil in Water 
Concentration (avg mg / l) 1.0 1.0 1.2 0.9 1.0 

Waste Management
•	 Effluent	Treatment	plant	(ETP)	 

Sludge (MT) 
•	 Spent	Oil	Water	Emulsion	(MT)	

305 
1,374

184 
2,175

663  
1,794

624  
1,835

957
2.084

Public Complaints 5 3 5 2 5 

Social / Community Project 
Investment (RM‘000) 66.2 68.8 41.9 52.4 NA

SAFETY

PRODUCTION & 
RELIABILITY

mARGIN & 
FINANCIAL 

PERFORmANCE

RETURN ON 
INvESTmENT

SUSTAINABLE 
DEvELOPmENT


