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About the Cover - The Lotte 
World Tower, Seoul

The splendid 123-floor, 555m-high 
Lotte World Tower located in the heart 
of Seoul and constructed by the Lotte 
Group, and is recognised as the tallest 
building in the Republic of Korea and 
is the 5th tallest building in the world. 
 
Lotte World Tower was completed and 
opened to the public in April 2017. 
The iconic landmark’s architectural 
beauty is a confluence of business, 
arts, culture, home and leisure.
 
Featuring the supertall skyscraper 
on the cover of our first Integrated 
Annual Report is both momentous 
and meaningful on various fronts - not 
only does it symbolise Lotte Chemical 
Titan’s ambition, ideals and values, it 
also draws significant parallels with the 
technological advancement, creativity 
and innovation that is fundamental 
to the vision and mission of the Lotte 
Group.
 
We draw strength from being a 
member of the larger Lotte Group 
and together we take pride in being 
a “Lifetime Value Creator” by fulfilling 
the demands of modern society and 
every aspect of humanity. 

A global group 
creating a better 
life for all mankind, 
Lotte continues 
to challenge itself 
to realise this 
ambitious dream.



02 03 0401

PETROCHEMICALS ENRICH OUR LIVES

A new day dawns, and with it, a fresh beginning 
towards a fruitful day. Little do we know that 
almost every part of our lives and daily routine 
are made easier, more efficient and sustainable 
with petrochemicals. 
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High Density 
Polyethylene (“HDPE”)

TITANEX®, TITANZEX®, TITANVENE® 
HDPE is a type of Polyethylene resin. 
It has various superior characteristics 
such as good balance of impact 
and stiffness, excellent chemical 
resistance, good moisture barrier and 
is safe for food contact which makes 
it excellent for making bottles that 
provide convenience to everyone and 
everyday. Bottles made of TITANEX®, 
TITANZEX®, TITANVENE® HDPE are a 
safer choice especially for our kids.

7:00 am

8:00 am



01

Polypropylene (“PP”) 

TITANPRO® Polypropylene is a thermoplastic 
that has good mechanical properties, is light 
weight and water resistant. It is widely used for 
household and hygienic applications. 

02 03 0401

9:00 am
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11:00 am

Butadiene (“BD”)

BD is the main raw material for synthetic rubber. It is largely 
used to produce car tyres, hoses, soundproof liners and impact 
absorbents. A good car provides a safe and comfortable journey 
to start another energetic and creative day.

10:00 am

Polypropylene (“PP”), 
High Density Polyethylene 
(“HDPE”), Low Density 
Polyethylene (“LDPE”) 
and Linear Low Density 
Polyethylene (“LLDPE”)

A lovely day at the park is made possible 
by plastics. Plastics and the environment 
can co-exist with little effort from everyone. 
Practice Reduce, Reuse, and Recycle (“3Rs”) 
and Do Not litter.
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Polypropylene 
Impact Copolymers

TITANPRO® Polypropylene 
Impact Copolymer has good 
mechanical and thermal 
properties and is widely used in 
automotive applications. Lighter 
weight compared with metal, 
it not only makes our journey 
more economical, it is also a 
more eco-friendly choice for our 
environment.



Low Density Polyethylene (“LDPE”)

TITANLENE® LDPE is a type of polyethylene resin. It is easily 
modifiable, has a high resistance to water and is highly 
transparent. Because of its characteristics, it is used on 
agricultural and packaging films, wire coating and a variety of 
wrapping products. The coated film on paper cups to prevent 
leaking is made with LDPE. 

3:00 pm

Polypropylene (“PP”), High Density Polyethylene (“HDPE”), Linear Low Density 
Polyethylene (“LLDPE”) and Low Density Polyethylene (“LDPE”) (Packaging films)

TITANPRO® PP, TITANEX®, TITANZEX® HDPE, TITANVENE® HDPE and LLDPE, and TITANLENE® LDPE have various 
excellent characteristics such as being light weight, good puncture and tear resistance which make them superior choice 
in food packaging. Their easy processibility such as heat seal-ability and moisture barrier properties enable mass food 
production and preservation to sustain increasing human needs. Without such packaging films, our shopping experience 
will not be as convenient as it is. 
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Butadiene (“BD”)

BD is the main raw material for synthetic rubbers. 
It is also used to produce shoe soles and impact 
absorbents which helps to protect our body from 
injuries and to achieve a healthier life.

5:00 pm

1:00 pm
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Benzene, Toluene and Xylene (“BTX”)

BTX are useful and common solvents in our daily lives. They are 
used to produce synthetic detergent, organic pigment, medicine 
and perfume.

6:00 pm

9:00 pm
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Tertiary Butyl Alcohol (“TBA”)

TBA is one of the raw materials for Methyl methacrylate (“MMA”) 
which is then used to produce Polymethyl methacrylate 
(“PMMA”). PMMA is a transparent and shatterproof thermoplastic 
that is suitable to be used as non shatter glass for aquariums. It is 
also widely used to produce electric, electronic and automotive 
parts, optical fibers and laser disks. 

Good night and sweet dreams!

Non-woven fabric made from TITANPRO® 
Polypropylene keeps you warm.

11:00 pm
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OUR “VALUE CREATION” 
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OUR LEADERSHIP TEAM

OUR COMMITMENT
TO GOOD CORPORATE 

GOVERNANCE

What’s  
Inside

Lotte Chemical Titan 
Holding Berhad

Our Integrated Report 
provides a comprehensive 
and balanced view on our 

business approach, strategy, 
performance, governance, 

and prospects to all our 
stakeholders. 

In adopting the global Integrated 
Reporting <IR> framework to 
ensure a holistic, concise and 

effective disclosure of our business, 
we seek to better engage our 
investors, regulators and the 

community at large on how we 
create sustainable value for our 

society and economy, while 
conserving our environment for 

today and the future. 

IR

We warmly welcome feedback and 
input on how we may improve 
our reporting to benefit all our 

stakeholders. Kindly write to us by 
scanning the above QR code or log 
on to http://www.lottechem.my/cs/

inquiry.asp

ADDITIONAL 
INFORMATION
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About This Report

Welcome to LCT’s First 
Integrated Report
Since our listing in 2017, this is the second annual report of Lotte Chemical Titan Holding Berhad 
(“LCT” or the “Company”) and its subsidiaries (collectively referred to as the “LCT Group”) for the 
financial year ended 31 December 2018 (“FY 2018”). This is the LCT Group's maiden Intergrated 
Annual Report (“IR”), prepared in accordance with the principles prescribed by the International 
Integrated Reporting Council (“IIRC”) Framework.

This year, the Board has taken another leap to embark on the integrated reporting process, in alignment with IIRC Framework which 
provides a more comprehensive view on how we utilise our six capitals towards achieving our financial and non-financial strategic 
goals, as well as enhance the value for our brand, business and stakeholders. This shift reflects our commitment to continuously evolve 
and adapt to our paradigm of ‘value creation’. We believe that this IR will serve as a key communication avenue intended for all our 
stakeholders to explain who we are and how we utilise our expertise and resources to create positive direct and indirect societal 
impacts, and deliver sustainable value for all.

About this Report

Our IR combines financial and 
sustainability reporting to inform 
shareholders, employees and the 
interested public for the financial 
reporting year 2018. Complementing this 
report is another standalone report that 
is produced for specific stakeholders, 
which contains more detailed financial 
information, entitled Annual Financial 
Statements. These Reports are available 
on the Company’s corporate website:  
http://www.lottechem.my.

Integrated Reporting (“<IR>”) Approach

In addition to the adoption of the 
International <IR> Framework, our 
reporting processes and publications meet 
the provisions of the Main Market Listing 
Requirements (“MMLR”) on Corporate 
Reporting and Sustainability Reporting 
by Bursa Malaysia Securities Berhad; the 
Malaysian Code on Corporate Governance 
(“MCCG”) by the Securities Commission 
Malaysia; the Companies Act 2016; the 
Malaysian Financial Reporting Standards; 
and the International Financial Reporting 
Standards.

Navigation and Icons

Reporting Scope and Boundary

The information presented in this IR 
relates to FY 2018 (i.e. 1 January 2018 to 
31 December 2018) and encompasses all 
business operations of LCT Group, which 
includes operations over which we have 
full control, as well as subsidiaries located 
in Malaysia and Indonesia, unless stated 
otherwise.

Materiality

We have applied the principles and 
concept of Materiality in assessing the 
information that is to be included in our 
IR. This report focuses on issues, risks, 
opportunities and challenges that may 
have material impact on LCT Group and its 
ability to be sustainable and consistently 
deliver value to shareholders and all our 
stakeholders. Our material matters, as 
described on pages 140 to 143, influence 
our strategy and inform the content in this 
report. 

Forward-looking Statements

The IR may contain forward-looking 
statements with respect to our future 
prospects, characterised by the use 
of words and phrases such as “might”, 
“foresee”, “anticipate”, “project”, “may”, 
“believe”, “continue”, “will”, “target”, and 
other similar expressions. 

While these statements represent our 
judgments and future expectations, a 
number of risks, uncertainties and other 
important factors could cause actual 
results to differ materially from our 
expectations. These may include factors 
beyond our control that could adversely 
affect our business performance.

Reference to other page
within the report
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Chairman’s Statement

Dear Shareholders,

It has been an eventful and challenging year for Lotte Chemical Titan (“LCT”) as the 
ongoing geopolitical uncertainty and trade discord between world major economies 
continue to exert lasting impacts on trade and economic growth. 

The disruption in global trade caused 
petrochemical commodity prices for 
polyolefins, olefins and derivatives to 
face increased competition and affected 
the trade volumes in China, the world’s 
largest petrochemicals importer, and the 
Southeast Asian (“SEA”) region. 

Inevitable externalities during the year, 
such as the rising cost of naphtha that we 
use as our feedstock and the declining 
average selling prices for petrochemical 
commodities caused by the trade 
disagreements between China and the 
United States (“US”) led to a contraction of 
global and regional growth. Consequently, 
we experienced a compression of our 
profit margins. 

Despite the challenges, the Group 
recorded a resilient performance for 
the financial year ended 31 December 
2018 (“FY 2018”) due to a 29% year-on-
year increase in our total petrochemicals 
output at 2.859 million metric tonnes. 

This was achieved through production 
optimisation measures implemented 
during the year, including the addition of 
our new polypropylene plant (“PP3”) in 
the third quarter and the effective plant 
enhancement measures which contributed 
to a higher overall plant reliability of 83% 
from 73% in the preceding year. 

We delivered a total revenue of RM9.25 
billion in FY 2018, an increase of 18% from 
FY 2017, while profit before tax (“PBT”) was 
26% lower year-on-year at RM849 million. 
Profit after tax (“PAT”) reduced 26% to 
RM785 million in FY 2018. FY18

FY17

FY16

GROUP  
REVENUE

(RM’ BILLION)
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Chairman’s Statement

The resilient performance of the Group 
enabled the Board to propose a first and 
final single-tier dividend of 17 sen per 
ordinary share for FY 2018, subject to 
the approval of our shareholders at the 
forthcoming Annual General Meeting 
on 25 April 2019. The dividend payout 
of RM386 million, which represents 
approximately 50% of our PAT for FY 2018, 
is payable on 3 June 2019. 

Notably, this is the second consecutive 
financial year where the proposed 
dividend is exempted from any deduction, 
as opposed to the existing company’s 
dividend policy of 50% PAT payout, less 
any working capital and maintenance 
capital expenditure requirement. The 
collective decision was reached as a show 
of our commitment to deliver sustained 
value for all our shareholders, while 
also demonstrating the competent and 
efficient management of the company.

Further details on the financial 
performance of LCT is found on pages 20 to 
36 within the President and CEO’s Message 
and Management Discussion and Analysis 
section of this report. 

To-date, we remain a fundamentally strong 
and well-managed company with a solid 
balance sheet that is capable of meeting 
our short, medium and long-term projects 
and commitments to achieve our strategic 
growth initiatives. Additionally, our parent 
company and largest shareholder, Lotte 
Chemical Corporation continue to be fully 
supportive of our ambitions.

First Integrated Report for LCT

Pushing ahead with our strategic growth, 
we proudly achieved a number of firsts in 
the course of the year. Among them, LCT 
has embarked on our maiden Integrated 
Reporting <IR> journey where you will read 
a more concise, comparable and inclusive 
yearly account of our achievements and 
progress. This was carried out from the 
collective mandate of the Board and 
together with my colleagues, our sharing 
of LCT’s financial and non-financial 
highlights shall be seamless throughout. 

The new <IR> format reflects our integrated 
thinking and management approach, 
enhances transparency and provides our 
investors and stakeholders with holistic 
insights into the factors that drive our 
business performance. This is in line with 
the principles outlined in the International 
Integrated Reporting Framework and 
Practice 11.2 of the Malaysian Code on 
Corporate Governance (“MCCG”) endorsed 
by the Securities Commission Malaysia.

Progressing Our Expansion Plan 

Adding to our accomplishments, our aim 
to be a Top Tier Petrochemical Company in 
Southeast Asia (“SEA”) by 2024 is firmly on 
track with the smooth commissioning of 
our 200,000 tonnes per annum (“KTA”) PP3 
plant in Pasir Gudang, Johor, in September 
2018. 

Concurrently, the construction of our 
Lotte Chemical US Shale Gas Project (“LC 
USA”), comprising an ethane cracker 
with a capacity of one million tonnes 
ethylene per annum and a 700 KTA mono 
ethylene glycol plant, progressed well and 
is expected to commence commercial 
operations in the first quarter of 2019. LCT 
has a 40% stake in the LC USA project. 

We also celebrated the successful 
groundbreaking of our Lotte Chemical 
Indonesia New Ethylene (“LINE”) Project in 
Merak, Indonesia, in December 2018. LINE 
Project is an integrated petrochemical 
facility with a capacity of one million 
tonnes of ethylene per annum and other 
downstream derivatives. The completion 
of our LINE Project by 2023 will add further 
synergy to our integrated production 
process and significantly increase our 
production capacity.

Tan Sri Dato’ Abdul Rahman Mamat
Chairman

9.25

7.8

8.1
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Chairman’s Statement

Borrowings: 

NIL
Net Cash: 

RM3.4 billion
Net Operating Cash Flow: 

RM873 million 

Over the next five years, the advancement 
of our growth plan will result in our 
capacity expansion by more than 50%, 
cementing our position as a Top Tier 
Petrochemical Company in SEA by 2024. 

We strengthened the Board’s diversity in 
regard to skills, experience, age, gender 
and cultural background with changes 
made to our Board composition as 
discussed and approved during our Board 
meeting on 30 January 2019. 

With this, we thank and bid farewell to 
our outgoing Board colleague Mr Cho 
Seongtaeg, who was also a member 
of our Nomination and Remuneration 
Committees. 

In his place, we welcome two new 
independent directors - Tan Sri Datin 
Paduka Siti Sa’diah binti Sheikh Bakir 
and Ms Kim So Yun, who are both 
distinguished figures in their respective 
fields of expertise.

Tan Sri Datin Paduka Siti Sa’diah binti 
Sheikh Bakir, who is well-known for her 
sharp business acumen, holds more than 
three decades of corporate leadership and 
business transformation experience. Tan 
Sri Datin Paduka Siti Sa’diah binti Sheikh 
Bakir was conferred the “Malaysia’s CEO of 
the Year 2009 Award” in 2010 by the New 
Straits Times Press and American Express.

We are also pleased to have Ms Kim on our 
Board. She is a US-trained, professional 
legal expert who is well acquainted with 
various fields of law governing the public 
and private sectors. 

We look forward to many years of fruitful 
partnership and contributions from our 
new directors, as we work closely to 
harness their wisdom, leadership and 
knowledge in steering LCT Group forward.
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With these changes, the Board now comprises a majority 
of independent directors with more than 30% female 
representation, complying with Practices 4.1, 4.4 and 4.5 
of MCCG. 

The appointments of the new directors were reviewed 
by the Nomination Committee based on objective 
requirements that are in line with LCT’s Board Diversity 
Policy. 

For further information on the qualifications, experience and 
skillsets of our new directors, please refer to pages 94 to 100, 
while details on Board composition changes can be found 
on pages 107 to 128 in the Corporate Governance Overview 
Statement.

Exercising Prudent Financial and  
Risk Management 

To mitigate risks from our volatile and uncertain operating 
environment, efforts have been taken to ensure a positive 
cash flow and a strong net cash position is maintained at 
all times to safeguard business continuity, while ensuring 
our present and medium-term investment objectives are 
met. 

Our zero gearing and net cash of RM3.412 billion 
comprising RM2.841 billion of unutilised proceeds from 
our initial public offering (“IPO”) and internal generated 
cash balance of RM571 million (as at 31 Dec 2018) place 
us in a stable financial position to withstand uncertainties 
in the global and regional markets. At the same time, we 
have put these funds into good use by placing it under 
the management of reputable financial institutions. 

The usage of our unutilised IPO proceeds is regulated by 
Bursa Malaysia with related disclosures included in our 
quarterly announcements. Year-to-date, we are pleased to 
have recorded total interest income of RM86.6 million (as 
at 31 Dec 2018) from our unutilised IPO proceeds. 

LCT’s fiscal discipline and balanced risk management 
processes is closely supervised by our Audit and Risk 
Management Board Committee (“ARMC”), chaired by our 
independent director Mr Ang Ah Leck. The measures that 
we employ uphold the highest standards of governance 
and is in keeping with the relevant professional 
and regulatory stipulations, including the Step-Up 
Recommendations under MCCG .

Further information on our ARMC FY 2018 report can be 
found on pages 124 to 126 in this report.

On 1 February 2019, the ARMC was renamed Audit 
Committee and a new Risk Management Committee was 
established to oversee the Company’s risk management 
framework and policies.

Chairman’s Statement

LC USA Ethane Craker

LINE Project Ground Breaking
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Outlook

Recent global petrochemical supply imbalance and 
disruption due to the US-China trade war, a volatile 
crude oil market and slowing global demand will be 
among the challenges faced by LCT in the short to 
medium-term. 

Nevertheless, following a challenging year in 2018, 
we expect the strong macroeconomic fundamentals 
of the SEA region with its robust Gross Domestic 
Product (“GDP”) growth supported by a fast 
expanding population with growing disposable 
income would continue to support healthy demand 
for petrochemical products. 

Particularly, China and the SEA economies with 
its immense consumption appetite, represents a 
large untapped potential market for LCT to market 
its products. At present, China and the SEA region 
account for only approximately 13% and 76% of our 
export revenue, respectively. 

Upholding Robust Environmental, Health and 
Safety Measures

Ensuring that every employee returns home safe 
and unharmed every day, while conserving the 
environment in which we operate is among our top 
environmental, health and safety (“EHS”) agenda. 
This was achieved through the concerted health and 
safety measures implemented in our plants, guided 
by the leadership and supervisory of our Executive 
Vice President for Manufacturing, Mr Lee Jyung Heng. 

To take our EHS excellence to the next level, we are 
upgrading our occupational safety and health (“OSH”) 
management system by incorporating guidelines 
under the Process Safety Management (“PSM”) 
system into our operations to further improve our 
process safety measures.

The PSM is a comprehensive guidelines published by 
the US Occupational Safety and Health Administration
with a focus on improving operational safety and 
mitigating OSH-related risks within the workplace.

Further discussion on our occupational health and 
safety performance is available on pages 80 to 83 of 
Section 3: Our “Value Creation” Process.

Chairman’s Statement
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This augurs well for LCT given the broad range of petrochemical 
commodity products that we produce from our naphtha 
crackers, which are commonly used as basic feedstock for plastics 
manufacturers worldwide. Demand for our products is expected 
to rise, in line with the SEA region’s GDP trajectory.

Domestically, new additional capacities are expected to create 
a short-term imbalance in supply and demand. However, we 
anticipate the additional supply will be absorbed eventually by 
the high consumption pattern seen in SEA, Chinese and Indian 
economies. Similarly, we expect the price competitiveness of SEA 
petrochemical producers such as LCT to be sustained via the tariffs 
protection accorded by the ASEAN-China Free Trade Agreement. 

With the smooth running of our newly operational PP3 plant, the 
soon-to-be-completed LC USA plants within the first quarter of 
2019 and the full operations of our LINE Project by 2023, we will 
be able to yield greater flexibility in maximising our production 
of high-demand, high-margin products to maintain long-term 
profitability. 

We also continue to support the Government’s efforts in creating 
an environmentally friendly and sustainable development of the 
downstream petrochemical business through the implementation 
of proper waste management policies and the 3R initiatives 
namely, Reuse, Reduce, and Recycle.

On the whole, we hope the above factors form the compelling 
investment proposition of LCT, of which we believe shall continue 
to define us in the foreseeable future.

Moving Forward 

We continue to stand guided by our mission, which is our promise 
to enrich lives by providing superior products and services that 
our customers have come to love and trust.

We can only make this happen with cohesive teamwork, 
harnessing the skills and strengths of each member of our team. 
My utmost appreciation goes towards all our colleagues, who 
are by far our most prized asset; our parent companies Lotte 
Chemical Corporation and Lotte Corporation for their invaluable 
guidance; our respected clients and suppliers; and all my fellow 
Board colleagues for their foresight and stewardship.

I am truly honoured to have worked alongside everyone in 
the Lotte family, as we contribute to our shared success with 
ownership, loyalty and pride. Together as a team, we will make 
LCT a Top Tier Petrochemical Company in SEA by 2024.

Thank you.

Yours sincerely,

Tan Sri Dato’ Abdul Rahman Mamat
Chairman

Source: World Bank, OECD (2018), Economic Outlook for Southeast Asia, China 
and India 2019: Towards Smart Urban Transportation, OECD Publishing, Paris.

Emerging Asia GDP is estimated to grow by 
an average of 6.1% between 2019-2023. 

SEA GDP is forecast to continue to grow 
solidly at 5.2% annually from 2019-2023, 
slightly faster than the rate posted from 
2012-2016. Malaysia’s GDP is forecast to 
remain resilient to grow by 4.7% in 2019.

Polypropylene (“PP”) and Polyethylene 
(“PE”) demand growth in Asia in the 
last decade was about 7.5% and 6.5% 
respectively in the last decade, in tandem 
with strong gross domestic product (“GDP”) 
growth in Emerging Asia (SEA, China and 
India). 

Chairman’s Statement
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Dear Shareholders,

The financial year ended 31 December 2018 (“FY 2018”) came with its set 
of challenges which fortified our resolve, purpose and perseverance at 
Lotte Chemical Titan (“LCT”). 

President and CEO’s Message
and Management Discussion and Analysis

Companies and industries, which rely on oil, were 
subjected to major fluctuations in Brent Crude prices 
which rose to a four-year peak of US$86.29 in October 
2018, before dropping by nearly 40% within a span of 
less than three months. The sharp fall, sparked by global 
oversupply, was fueled by escalating concerns on global 
growth prospects as trade dispute lingered between the 
United States (“US”) and China, leaving deep impacts on 
global trade and commodities demand.

LCT was not spared either as significant increase in 
feedstock (ie. naphtha) prices, in tandem with higher 
crude oil prices in FY 2018 narrowed our profit margins 
across the board. Nevertheless, the unpredictable 
external environment during the year saw us taking 
proactive measures to strengthen our competitiveness, 
while staying focused on creating long-term value for 
our stakeholders.

On this front, the Management took firm steps to 
mitigate prevailing external impacts by reinforcing 
our core operations, rendering it more efficient and 
cost-effective, as we weathered through the industry’s 
cyclicality. 
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Lee Dong Woo
President and Chief Executive Officer

President and CEO’s Message
and Management Discussion and Analysis

Our FY 2018 Performance at a Glance

Total Revenue: 

RM9.25 billion
Profit After Tax: 

RM785 million
Earnings Per Share: 

34.5 sen

Financial Performance

Non-Financial Performance

Through the collective hard 
work and dedication of the 
team, I am proud that we 
continued to make progress 
on all fronts of our Six-
Pronged Growth Strategy as 
we moved closer to realise our 
aspiration – to be a Top Tier 
Petrochemical Company in 
SEA by 2024. 

For further discussion on our Six-
Pronged Growth Strategy, please 
refer to pages 50 to 51 in Section 2: 
The Big Picture of this report. 

The concerted efforts carried out by 
the team buffered our performance 
for the year with notable 
improvements in our production 
output and efficiency, while 
maintaining a healthy cash flow. 
Our non-financial performance 
including our sustainability 
and social responsibility efforts 
were well received by the local 
communities and recognised by 
the authorities with LCT being 
conferred a Corporate Social 
Responsibility (“CSR”) Award during 
the year.

For a comprehensive account of our 
sustainability efforts, please refer 
to Section 3: Our “Value Creation” 
Process on pages 55 to 90 in this 
report.

Total Capex: 

RM565 million 
Total Assets: 

RM13.52 billion
Proposed First & Final Single-Tier Dividend 
Per Share: 

17 sen 

Total Trainings Hours: 

33,952 hours (Malaysia & Indonesia)

Employee Attrition Rate: 

3.7% (Malaysia), 1.5% (Indonesia)

CSR Recognition: 

Conferred the CSR Best Practices Award 2018 
– by the Ministry of International Trade and Industry (“MITI”), Embassy of 
The Republic Korea and UN Global Compact Network Korea

Air Emissions: 

Closely monitored and complied 
with regulatory limit 

Electricity Intensity (Electricity Consumed Per Unit Produced): 

Reduced 11% (Malaysia & Indonesia)
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President and CEO’s Message
and Management Discussion and Analysis

Group Financial Highlights

Despite a demanding external environment, the Group registered 
a resilient performance in FY 2018 with an 18% year-on-year 
(“y-o-y”) jump in revenue to RM9.245 billion driven by increased 
sales volume and higher average selling prices (“ASP”) of 
petrochemicals. The rise in ASP was in line with elevated naphtha 
prices. 

Nevertheless, ASP grew at a slower pace than rising cost input as 
regional supply pressure mounted with US polyethylene headed 
to China being redirected to certain countries in SEA region to 
avoid the high tariffs imposed. 

Consequently, we experienced a compression in our product 
margins, as evidenced by a y-o-y drop in our PAT margin to 8% 
in FY 2018, compared with 14% in FY 2017. Our lower PBT and 
PAT for FY 2018, which saw a y-o-y reduction of 26% and 26% 
respectively, was also partly contributed by a write-down on our 
inventories to its net realisable value in Q4 FY 2018 to reflect the 
sharp drop in ASP towards the end of the financial year. 

RM million

Year 2017 vs 2018 (%) 
Increase/(Decrease)2016 2017 2018

Revenue 8,137 7,824 9,245 18

Profit Before Tax (“PBT”) 1,710 1,141 849 (26)

Profit After Tax (“PAT”) 1,316 1,064 785 (26)

Earnings Before Interest, Taxation, Depreciation and 
Amortisation (“EBITDA”) 2,123 1,569 1,262 (20)

Total Assets 9,340 13,198 13,521 2

Total Liabilities 1,371 1,640 1,517 (7)

The impact of margin squeeze was partially mitigated by other 
factors such as increase in foreign exchange gain, insurance 
proceed receivable for gas turbine claim, lower property, plant and 
equipment written off, higher interest income from IPO proceeds 
and improvement in the share of fair value gain in interest rate 
swap from our associate, Lotte Chemical USA Corporation.

The Group is in a strong financial position with zero debt. As 
at end December 2018, LCT’s total assets had increased by 2% 
from RM13.198 billion to RM13.521 billion mainly due to higher 
inventory. The increase in inventory is in line with the 29% year-
on-year increase in our total production output from 2.213 million 
metric tonnes to 2.859 million metric tonnes.

Our total liabilities decreased by 7% from RM1.640 billion to 
RM1.517 billion mainly due to lower provision for dismantling 
costs. Provision for dismantling costs decreased by 33% from 
RM393 million to RM264 million as a result of a drop in estimated 
new replacement value and estimated inflation rate.

PAT Margin EBITDA Margin Dividend Payout Ratio Net Asset Value Per Share (RM)

2018: 8% 2018: 14% 2018: 49% 2018: 5.3

2017: 14% 2017: 20% 2017: 49% 2017: 5.1

2016: 16% 2016: 26% 2016: 9% 2016: 4.6

 More information on our Provision for dismantling costs are available in 
Note 24 on pages 63 to 64 in the Financial Statements.
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President and CEO’s Message
and Management Discussion and Analysis

Here are other financial highlights of the Group in FY 2018:

Capital 
Expenditure 
(“Capex”)

• Total Capex during the financial year was RM565 million compared to RM1.863 billion 
in FY 2017. 

• These Capex was funded either internally or through IPO proceeds. 

• The RM565 million capital expenditure comprised RM127.5 million for the PP3 project, 
RM61.6 million for the integrated petrochemical facility, Lotte Chemical Indonesia 
New Ethylene (“LINE”) Project, with the remaining RM375.9 million going towards 
routine plant maintenance (RM239.1 million) and improvement and modification 
projects (RM136.8 million) for our plants. 

Cash Flow • Maintain financial discipline and ensure a strong operating cash flow to build 
resilience against market fluctuations.

• The Group’s net cash generated from operating activities decreased in tandem with 
the drop in PBT. However, the Group is still in a strong financial position with total 
cash (including liquid investment) at RM3.4 billion as at 31 December 2018 with zero 
gearing. 

• Cash outflow for investing activities has reduced as a result of completion of FNC 
projects and IPO exercise in FY 2017. 

 Details on our Cash Flow are available on pages 17 to 18 in the Financial Statements.

Utilisation of 
Proceeds from 
Initial Public 
Offering (“IPO”)

• Total utilisation of IPO proceeds stood at RM892.9 million as at 31 December 2018, 
with unutilised proceeds being placed with licensed bank and financial institutions 
in Malaysia and has met the Shariah compliance ratio requirement.

• Total interest income earned from unutilised IPO proceeds amounted to RM87 
million in FY 2018 compared with RM53 million in FY 2017. 

• Projects where IPO proceeds were invested ie. LINE Project, FNC (previously known 
as TE3) Project and PP3 Project, are on track. FNC Project and PP3 Project have started 
commercial operation while LINE Project construction is scheduled to commence in 
2019/2020.

Foreign Currency 
Exchange 
Management

• Foreign currency exchange management strategy for FY 2018 remain unchanged. 
Our Treasury team is mandated to enter into forward exchange contracts within 
stipulated limits in the amount and duration, to mitigate potential currency exchange 
losses in the course of our operations. 
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Segmental Performance

Geographic Performance

PBT for the Polyolefins was down RM293 million to RM620 million in FY 2018 primarily attributed to a decrease in product margin 
spread due to the US-China trade dispute, as well as higher cost inputs. Similarly, PBT for Olefins & Derivatives decreased RM152 million 
to RM80 million in the financial year due to lower product margin. 

For further details on our Segmental Performance, please refer on pages 77 to 79 in the Financial Statements. 

PBT by Product Segments
RM million

Year 2017 vs 2018 (%) 
Increase/(Decrease)2016 2017 2018

Polyolefins 1,432 913 620 (32)

Olefins & Derivatives 305 232 80 (66)

Malaysia Indonesia China SEA Others

39 28 11 10 1242 29 9 10 1038 28 13 10 11

5

10

15

20

25

30

35

40
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50

%

Our predominant customer base in Malaysia and Indonesia remains unchanged with both countries making up a majority 66% of our 
total sales revenue for the financial year compared to 71% recorded in FY 2017. 

It is worth noting is that the lack of US supply to China from the ongoing tariff hike has caused Chinese importers to source from 
regional countries to support its demand. This has, in part, contributed to increased sales to China during the financial year from 9% in 
FY 2017 to 13% in FY 2018.

A detailed account of our Revenue Breakdown based on Geographical Markets is found on page 43 in the Financial Statements.

 

2018

2017

2016

Sales Revenue Breakdown by Geographic Regions (%)
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President and CEO’s Message
and Management Discussion and Analysis

Malaysia Operations

Overall demand for polyolefins (polypropylene (“PP”) and polyethylene (“PE”)) – our main income generator – was generally stable 
during the financial year. Tighter regional supply in the first half of the year from turnarounds at major PP and PE plants in Thailand and 
Japan had helped boost demand to a certain degree. 

In the domestic market, the run-up to the 14th general election on 9 May 2018 had affected market sentiment due to political 
uncertainty. A surge in demand was observed post-election, when the new Government zero-rated the Goods and Services Tax 
which took effect from June to August 2018. However, demand slowed following the implementation of the Sales and Service Tax 
on 1 September 2018 due to inventory build-up during the tax-free period. 

Malaysia Year Total Capacity (KTA**) 
(as at 31 December 2018)2017 2018

Total Production (KT*) 1,877 2,553 3,118

* KT: thousand metric tonnes
** KTA: thousand metric tonnes per annum

Total production volume increased around 36% to 2,553 KT during the year. The higher production output was a result of the successful 
commercial operation of our 200 KTA PP3 plant in September 2018, and normalisation of operations after completion of major 
turnarounds in FY 2017.

Indonesia Operations

Demand for PE in Indonesia remained strong during the year. Our three PE plants in the Cilegon district with a total nameplate 
capacity of 450 KTA recorded a total utilisation rate of 68%, compared with 75% in the previous year. Higher ethylene prices and our 
ongoing cost optimisation drive reduced the overall PE production volume during the year. Our Indonesia plants procure ethylene 
to manufacture PE.

 Indonesia Year Total Capacity (KTA)  
(as at 31 December 2018)2017 2018

Total Production (KT) 336 306 450
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One of our key development strategies in FY 2018 was to ensure the smooth 
implementation of our expansion plan, while ensuring our production operations 
remain in high gear. In this regard, the team executed a well-coordinated 
approach with our contractors to achieve the delivery targets. 

With each successful plant expansion, our ability to leverage our integrated 
production process for higher returns is enhanced. This forms the foundation of 
our growth objectives to ensure sustainable value for our shareholders. 

Successful Commercial Operations of PP3 Plant

During the year, we achieved our major milestone with the on-schedule 
completion of our RM606.8 million PP3 Plant project, which commenced 
commercial operations since 1 September 2018.

To capitalise on the added PP capacity, we re-started our Olefin Conversion Unit 
(“OCU”), which produces propylene (to be used as feedstock for the new PP3 
plant) via a reactor that utilises ethylene and certain by product as feedstock. 

The existing propylene output from our naphtha crackers, combined with 
those from the OCU, helped increase our total PP production by 54 KT, which 
boosted our overall revenue for the year. 

For a visual view of our Integrated Production Facilities and Processes, please refer to page 
41 in the LCT at a Glance section.

Optimising Plant Operations

Further details on our plant enhancement 
measures can be found in Sustainable 
Manufacturing, under Section 3: Our “Value 
Creation” Process, on pages 56 to 59.

Malaysia

Indonesia

Group

Plant Utilisation Rate (%) 2016-2018

2018

2018

2018

2017

2017

2017

2016

2016

2016

86%

68%

83%

73%

75%

73%

94%

77%

91%
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President and CEO’s Message
and Management Discussion and Analysis

Total Petrochemical Complex Reliability

To sustain our plants’ utilisation rate, continuous enhancements 
were carried out such as routine maintenance checks and minor 
modifications to ensure achievement of petrochemical complex 
reliability and process optimisation.

Our plant maintenance, modification and enhancements in  
FY 2018 cost a total of RM375.9 million, compared with RM408.1 
million in the year before. 

Plant maintenance, modification and enhancements were also 
carried out to meet stringent EHS requirements of the Department 
of Occupational Safety and Health (“DOSH”) and the Department 
of Environment (“DOE”) where new instruments and equipment 
were installed to monitor our environmental performance.

Our overall plant utilisation rate rose from 73% to 83% in FY 2018, 
following two major turnarounds in FY 2017. Our plant performance 
also improved with the various plant enhancement measures 
implemented during the year. The higher plant reliability lifted 
total production volume during FY 2018 to 2,859 KT equivalent to 
an increase of around 29% from FY 2017. 

Safe Operations: Strict Compliance with all Regulations, 
Safety Rules and Procedures

The Management places high priority on ensuring the safety and 
health of our employees and contractors who perform work in our 
production facilities. We strive to ensure every employee across 
all levels of the Group and those whom we work with abide by 
our EHS Policy, which governs our occupational health and safety 
(“OHS”) practices. 

The implementation of our EHS Policy is supervised by our 
Occupational Health, Safety and Environment (“OHSE”) Steering 
Council which is led by our top Management and comprises 
members of the Management team and employee representatives.

Our OHS system is certified under OHSAS 18001, which assesses, 
evaluates and mitigates all OHS-related risks at our premises. LCT 
takes regulatory OHS compliance seriously. 

To ensure the highest level of OHS-compliance conduct is 
observed at all times, we carry out monthly Vice President and 
Managers’ EHS Audits and quarterly Plant EHS Audits that are 
participated by all levels of the organisation from support teams 
to top management. 

We stepped up our efforts further with the inaugural launch of the 
EHS Week on 16 July 2018 to raise awareness on the importance 
of observing EHS practices at the workplace. 

Additionally, EHS training programmes such as Behavioral Safety, 
Process Safety Management (“PSM”), Safety Orientation Course 
(“SOC”) and other mandatory courses are conducted to further 
enhance employees’ and contractors’ understanding and practice 
of the group’s EHS Policy and guidelines.

However, despite the internationally-recognised OHS best 
practices in place, we regret that five Lost Time Accident (“LTA”) 
incidents took place at our Malaysia sites compared with one 
in the previous year. Our Indonesia site maintained its zero LTA 
record. We will do our best to improve our performance in this 
respect. 

Details on our EHS targets and achievements for 2018 are available in 
our elaboration on Occupation Health and Safety, under Section 3: Our 
“Value Creation” process, on pages 80 to 83.

Following a rise in the number of safety incidents at our Malaysia 
sites, our EHS team evaluated the causes and Management had set 
specific OSH improvement targets to ensure measurable results 
are achieved. Among the measures to be undertaken include a 
five-year Safety Plan and the Safety Card Observation Programme 
to encourage employees to monitor and report potential OHS 
incidents by using a pocket-sized Safety Card.

Starting from FY 2019, we will gradually replace our OHSAS 
18001 system with the latest ISO 45001:2018 Occupational 
Health & Safety Management system over a period of three 
years, representing a global step towards reducing OHS-related 
incidents within the workplace.
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Ensuring Business Competitiveness and 
Growth

We improved our competitive positioning through value-
accretive plant additions and strengthening our customer-centric 
value proposition. This is accomplished by nurturing a stable 
customer base, while adding value to the way we operate via 
increased efficiency enabled by new technology and higher plant 
reliability. 

Business Enhancement and Cost Competitiveness

To support our continued competitive advantage in the market, 
several cost-improvement measures were instituted across our 
business processes to streamline cost inputs while maximising 
high-value manufacturing output. As stated earlier, overall 
naphtha prices saw major appreciation during the year, which 
elevated our cost to a certain degree. 

While ensuring reliable feedstock supply was critical to our 
operations, we also optimised our naphtha purchase by balancing 
our procurement structure between spot pricing (for short-term 
price advantage) and long-term supply contracts using pre-
determined pricing formula, which is based on prevailing market 
price set. On top of that, we also spread out the price counting to 
minimize the impact of market volatility.
 
Our engineering team, on the other hand, performed an extensive 
assessment on our plant equipment and processes at our Pasir 
Gudang, Johor, site. From there, cost savings and profitability 
improvement plans are implemented.

A detailed discussion on our cost savings and profitability improvement 
measures during FY 2018 can be found in our explanation for Sustainable 
Manufacturing and Business Development, under Section 3: Our “Value 
Creation” Process, on pages 56 to 59 and 62 to 63, respectively.

Customer Satisfaction – Quality Product, Supply Commitment 
and Partnership 

We believe that good customer service and product differentiation 
are key to strengthening LCT’s continued leadership in the 
marketplace. 

We upheld our customer-centric approach during FY 2018 by 
introducing a new blow moulding grade HB0976 during the year 
which added to our range of 56 grades of PE and 28 grades of PP 
products, strengthened our logistics team to ensure local orders 
were shipped within the same day, and stepped up internal 
checks to safeguard product consistency for every shipment. 

The above measures proved successful in reinforcing customers’ 
satisfaction and trust in us with a rating of 99% for Malaysia, in 
our annual Overall Customer Satisfaction survey. The customer 
satisfaction survey in Indonesia operating entity is currently on-
going. 

For more information on our Customer Value Creation, please refer to 
pages 60 to 61 within Section 3: Our “Value Creation” Process.

The strong partnership that we have forged with our regular 
customers have resulted in a high level of customer retention in 
our key Malaysia and Indonesia markets, where more than 90% of 
our customers have become our regular customers for more than 
five years. The high-level of customer loyalty and trust as a result 
of the service excellence that we provide is an achievement that 
we are proud of.

Our long-standing relationship with clients is also a result of the 
strong support that we provide throughout the years. Engineers 
from our Plastic Technical Center (“PTC”) conduct product 
innovation research, visit our clients’ production facilities and 
provide technical training to our clients’ employees to ensure our 
products deliver the best performance at all times.

President and CEO’s Message
and Management Discussion and Analysis
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President and CEO’s Message
and Management Discussion and Analysis

Moving forward, our sales and marketing team is penetrating deeper into our customer base in Malaysia, Indonesia and regional 
countries through our four sales offices, namely Penang, Kuala Lumpur and Johor in Malaysia and Jakarta in Indonesia to expand our 
distribution network.

Business Development and Expansions 

The year saw us making further strides in expanding our capacity that will increase integration within and across our production 
facilities to support and optimise our product margins. 

Here is an update on our ongoing capital expenditure projects during FY 2018, as at 31 December 2018:

Location Capacity Mechanical Completion % Status

PP3

LC USA (40%)

Pasir Gudang,
Johor

Louisiana,
USA

Merak,
Indonesia

Polypropylene
200 KT

Ethylene 1,000 KT
MEG 700 KT
(40% share)

Ethylene 1,000 KT &
other downstream 

products

100%

Cracker: 100%
MEG: 100%

N/A

Commercial operation since 
1 Sep 2018

Mechanical completion.
Commercial operation 
expected by 1Q 2019

1. Successful groundbreaking 
ceremony held in Indonesia 
(Dec 2018)

2. Project structure under final 
review

3. Construction to commence 
in 2019/2020

Lotte Chemical 
Indonesia New 
Ethylene (LINE) 

Project

We anticipate LCT’s position would continue to be strong in the SEA region, buoyed by our ongoing capital investment projects that 
will boost our nameplate capacity and integrated production processes upon completion. 

The SEA market is among the largest domestically-driven and high-growth olefin and polyolefin markets in the world with its fast-
growing population underpinned by high urbanisation and consumption rates.

With production synergy afforded by our present 15 plants (12 in Malaysia and 3 in Indonesia), we enjoy a diversified product portfolio 
between polyolefins, olefins, derivatives as well as the ability to produce co-products such as aromatics and other derivatives to serve 
diverse applications. 
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We are constantly looking out for opportunities to pursue continuous organic as well as inorganic growth. For organic expansions, our 
USD3 billion LC USA project progressed well and is expected to commence commercial operation in 1Q 2019. The LC USA Project has a 
nameplate capacity of 1,000 KTA ethylene and 700 KTA MEG. LCT owns a 40% stake in this project.

Another organic expansion which we are currently prioritizing would be the USD3.5 billion LINE Project in Indonesia, which we have 
celebrated the successful groundbreaking for the project in December 2018. The completion of LINE project by 2023 will add further 
synergy to our integrated production process and significantly increase production capacity. We would have surplus ethylene capacity 
when LINE project is completed and hence, we are also looking at expanding our polyethylene capacity and/or other value-added 
ethylene-based derivative products. Upon project completion, we expect to have production capacities of 1,000 KTA ethylene and 
downstream products.

For inorganic expansion, we would pursue through selective and strategic merger and acquisition opportunities, as and when such 
opportunities arise. Our Management would carefully select and deliberate on any of such value-accretive expansion opportunities to 
ensure continuous growth for our Company. We are also exploring some opportunities to venture into biopolymers as well as other high 
value chemicals and polymers to complement our existing range of products. These are our strategic initiatives to ensure sustainable 
growth for our polyolefin business and to provide even more value-added and innovative products to cater for our customers' growing 
needs moving forward.

2016 FNC PP3 US Shale Gas Project

3,014

Ethylene: 93

Propylene: 127

BTX: 134

Olefins

(KTA)

Polyolefins

PP: 200

Ethylene: 360

MEG: 280
354

200

640

1

1

2

3

3
2

Complement 
FNC and utilises 

the additional C3 
feedstock from FNC

Enhances the cost 
competitiveness 

of our plants 
in Malaysia by 

increasing product 
yield

Diversifies feedstock 
exposure

ORGANIC Growth:

1) Lotte Chemical Indonesia New 
Ethylene (LINE) Project
 1 MILLION TONNE Ethylene 

Cracker & Downstream plants
 To integrate petrochemical 

facilities
 To supply feedstock to 

existing Polyethylene plants 
in Indonesia

2) To explore value-added 
products with ethylene 
surplus post LINE Project
 Expanding Polyethylene 

capacity 
 Value-added ethylene-based 

derivative products

INORGANIC Expansion:

1) Selective and strategic M&A
 Bio-polymers
 High value chemicals and 

polymers

Our Future Growth Project

What We Have Completed 
Thus Far
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President and CEO’s Message
and Management Discussion and Analysis

Inculcating Sustainability, Governance and Developing Human Capital

Good governance is the cornerstone of LCT’s sustainability initiatives encompassing the spheres of economic, environmental and social 
responsibility. As a people-centric organisation, we believe in the importance of our employees’ skills, knowledge, talents and creativity 
in driving good governance across all our operations and contribute towards long-term value creation and an inclusive economy. 

The following sections describe how LCT practices sustainability, governance and human capital development, as part of our sustainable 
development approach to deliver lasting positive impacts for our stakeholders and the society.

Business Sustainability: 

Economic 
Responsibility

Environmental 
Responsibility

Social 
Responsibility

LCT achieves business sustainability through balancing economic, 
environmental and social interests to deliver positive impacts to 
the community. As such, we are committed to align our strategies 
and activities to create long-term economic values, while 
nurturing our talent and conserving our natural capitals.

i. Economic Responsibility

 Prospering the local economy by supporting procurement 
from the local supply chain feature strongly in our economic 
responsibility efforts implemented at both our operation 
sites in Malaysia and Indonesia. We are pleased that we have 
increased our percentage of local suppliers appointed across 
the Group to 82% during the financial year, compared with 
81% in FY 2017.

 As part of efforts to develop local small and medium-sized 
enterprises (“SMEs”), our PTC conducts yearly partnership 

programme with our customers to provide comprehensive 
technical support and training to encourage innovation and 
improve product capabilities. 

 This year, three partnership programmes with local SMEs were 
carried out to help them expand their markets with better 
product performance and optimised production output. We 
also conduct technical trainings for local SMEs in the plastics 
fabrication industry each year. In FY 2018, we carried out 13 
product training sessions for our customers. 

 Additionally, two sessions of fabrication process training 
were carried out as part of collaboration with the Malaysian 
Plastics Manufacturers Association – Plastics Technology 
Training Centre Johor (“MPMA-PTTC Johor”).

 For more information on our sustainable manufacturing practices, 
please refer to pages 56 to 59 in Section 3: Our “Value Creation” 
Process. 
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President and CEO’s Message
and Management Discussion and Analysis

ii. Environmental Responsibility

 Sustainable development is an essential component of our corporate DNA, where we adopt a multi-pronged approach to mitigate 
our environmental footprint in the course of our operations. We are pleased to have achieved a number of advances in our 
environmental performance in FY 2018. 

 Among them, we continue to comply with environmental regulations in all aspect of our operations this year. 

 Here is a summary of the environmental actions we carried out during the financial year:

 To ensure continuous improvement in our environmental performance, our EHS team compiles data from all levels of the organisation 
with yearly results and proposes recommendations tabled to the Sustainability Working Group, which is then channeled to the 
Board for guidance and approval. 

 A more in-depth discussion on our environmental approach and initiatives is available in the Environmental Management segment on pages 70 to 76, 
under Section 3: Our “Value Creation” Process.

• Air emissions are closely monitored and complied with regulatory limits.
•  Invested RM3.3 million to install the Volatile Organic Compounds (“VOCs”) Gas 

Chromatography Monitoring System at our Pasir Gudang, Johor, operating site. The 
system will enhance the monitoring of minute VOC levels with accuracy of up to ‘parts 
per billion’.

• Total water consumption of LCT Group increased year-on-year by 14% due to overall 
increase in production output.

• Upgrading the wastewater treatment plant in our Pasir Gudang, Johor, site to further 
improve its efficiency.

• Replaced all lights at our Tanjung Langsat, Johor, site with energy-saving light-emitting 
diode LED lights.

• Total electricity intensity across LCT Group i.e. amount of energy utilised per unit 
produced went down year-on-year by 11%.

Air Emissions 
Management

Water 
Management

Energy 
Management

Waste 
Management

• Total waste oil and solvent generated at our operating sites (Malaysia and Indonesia) 
went down year-on-year by 21%. 

Improvements and AchievementsSustainability Areas
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President and CEO’s Message
and Management Discussion and Analysis

iii. Social Responsibility 

 Being a socially responsible and a caring organisation, we play an active role in advancing the society’s growth and well-being. 
Our social commitment is guided by our CSR ethos – “Grow with Society” and is in line with the vision of our parent company, LCC. 
We strive to contribute towards societal advancement through activities that are founded on our fundamental values of Warmth, 
Humanity, and the Realisation of Dreams. 

 LCT’s Global Citizenship CSR strategy underpins our social value creation initiatives which are based on four CSR pillars, namely: 
People, Education, Community and Environment. 

 From providing financial assistance to families, special need schools and orphanages to nurturing local enterprises and mangrove 
conservation, we strive to uphold high-quality engagement with our stakeholders, establishing trust and credibility through 
ongoing support of the local communities. 

Further information on our Community Development efforts are available on pages 77 to 79 in Section 3: Our “Value Creation” Process.

CSR Best Practices Award

As recognition of our CSR excellence, LCT was awarded the CSR Best Practices Award at the 2018 CSR Award Ceremony & CSR Forum held 
on 28 September 2018 held at the Malaysia International Trade and Exhibition Centre (“MITEC”), Kuala Lumpur. The award ceremony 
was jointly organised by MITI, the Embassy of The Republic of Korea and the UN Global Compact Network Korea. 
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President and CEO’s Message
and Management Discussion and Analysis

Corporate Governance and Compliance 
Focus 

Regulatory compliance is of upmost importance to LCT Group. 
During the year, we continued to strive for high standards 
in corporate governance (“CG”) and transparency with all 
stakeholders through establishing a robust corporate governance 
(“CG”) framework in 2018. Efforts were undertaken to strengthen 
our CG best practices through strict monitoring and periodic 
internal reviews as well as the implementation of new guidelines 
and policies in line with regulatory requirements. A Compliance 
Framework was also established to further strengthen and ensure 
compliance with applicable laws and regulations at all times.

Talent Management and Retention 

Developing our human capital – as our single most important asset 
– is central to achieving our strategic growth objectives and is in 
line with our sustainable business strategy. We are committed to 
upholding human rights, fair labour practices and providing equal 
employment opportunities in all the localities in which we operate. 

Our ongoing measures taken during FY 2018 for talent 
management and retention includes:

Instilling a value creation mindset, ethical culture and values 
 We conducted an online learning programme and quiz evaluation 
as part of employees’ training on the Group’s core values. During 
the year, we sent one of our key talents to the annual Outstanding 
Global Manager event in the Republic of Korea, where talents 
from all subsidiaries attended sessions to strengthen core values 
and serves as a cultural exchange programme between Korea and 
Malaysia. 

Grooming future leaders 
• We sent six engineers from our Malaysia operations and 

one engineer from our Indonesia operations to LCC under 
the LCT Exchange Programme for knowledge transfer and 
career advancement. Upon completion of the exchange 
programme, our engineers will be able to further improve 
LCT’s process efficiencies and cost savings in both our 
polymer and monomer production units.

• In September 2018, a total of 40 employees from senior and 
mid-level management team took part in our leadership 
development and enhancement training programme to be 
developed as high-potential leaders.

• We sponsored one employee to take up our Global MBA 
programme at the Seoul National University in the Republic 
of Korea. Upon graduation, the employee will be assigned 
to a broader job scope and responsibilities to be groomed 
towards a future leadership position.

Training and development courses
Training and development for our employees are implemented in 
four main categories: Compliance and Leadership Development, 
Job Competency, Safety and Environment, and Technical Modules. 

Total training hours per year was above target for both Malaysia 
and Indonesia operations, clocking a total of 33,952 hours, more 
than our targeted 23,660 hours. This encouraging result was 
achieved based on our efforts in providing customised career 
development plan for each employee that focuses on personal 
and professional growth. We also engage our employees regularly 
by listening to their needs and encouraging continuous learning.

A more detailed elaboration on our Human Capital Development and 
Human Rights and Fair Labour Practices can be found on pages 84 to 
86 and 87 to 90, respectively, in Section 3: Our “Value Creation” Process.
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President and CEO’s Message
and Management Discussion and Analysis

Employee Attrition Rate 

The attrition rate for both our Malaysia and Indonesia operations 
were within expectations at below 5%. The attrition rate for 
Malaysia operations in FY 2018 was at 3.7%, compared with 1.5% 
in FY 2017. This was partly due to intensified competition for local 
talents following a recovery in the Malaysia oil and gas sector and 
related petrochemical industries. We work to intensify our efforts 
in retaining our talents by reviewing our compensation package, 
a positive work culture, a structured professional development 
plan and good career prospects.

We are pleased that the attrition rate for our Indonesia operations 
in FY 2018 was lower at 1.5%, compared with 2.0% in FY 2017, due 
to the positive working relationship we share with our employees, 
the competitive compensation package we offer, and the regular 
engagements we hold with them.

We look forward to carrying out our Employee Satisfaction Survey 
in FY 2019 to further understand our employees’ satisfaction 
levels which will help us meet their expectations.

Outlook

The breadth of petrochemical products manufactured from our 
naphtha crackers puts us in an advantageous position to meet 
rising demand, as the basic petrochemical commodities which we 
manufacture are commonly used by manufacturers worldwide. 
We foresee that demand is expected to grow in line with the SEA 
region’s high population growth and development.

Additionally, our strategic location at the centre of SEA served 
by efficient transport modes, our customer-centric partnership 
approach and our integrated production process will enable us to 
capture a healthy slice of the growing market. Nonetheless, we will 
continue to stay vigilant in managing our risks ahead. Among the 
potential issues we will observe closely include the ongoing trade 
talks between the US and China and increasing competition from 
new petrochemical capacities being developed in the SEA region. 

Supply and demand imbalance for polymers may emerge in the 
coming year, which could limit our margins upside. However, we 
are confident that the growing consumption seen in SEA, India 
and China markets will be able to absorb the additional supply in 

due time. Moving forward, our stable customer base in Malaysia 
and Indonesia will form the core of our growth. At the same time, 
we are aligning our efforts to deepen our market penetration in 
the SEA region and China. 

The following outlines our strategic growth initiatives for the 
short to medium term:

i. Improving employee and workplace safety
 Employee and workplace safety will remain our top priority. 

We seek to improve our safety culture and competency by 
intensifying our OSH training programmes for all employees. 
Our target of “zero LTA and MTFA incident” at both our 
Malaysia and Indonesia sites will serve as our safety 
benchmark for the coming year. 

ii. Stabilising our petrochemical complex
 We strive to maintain operational stability of our complex, 

while enhancing its efficiency and sustainability through:
• Continuous plant optimisation initiatives for higher 

utilisation and minimise wastages; and 
• Improvements to our support utilities including 

upgrading our water tanks and storage tanks, while 
ensuring the integrity of our electricity and gas supplies. 

iii. Committed to the successful completion of our integrated 
petrochemical facility, LINE Project

 We look forward to the successful commissioning of our LINE 
Project to further boost our nameplate capacity and market 
share, and ultimately, to be a Top Tier Petrochemical Company 
in SEA by 2024.

Acknowledgement

Although FY 2018 proved to be a challenging year as new 
uncertainties arise, I would like to commend the team, especially 
our frontline leaders, who proved their mettle by staying focused 
on delivering exceptional value with strong commitment and 
ethics. 

We would not have achieved our resilient performance for the 
year if not for the dedication, team values and cohesiveness that 
each of you had demonstrated.
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My utmost appreciation also goes to 
our Board of Directors, for being our 
compass with guidance and trust which 
empowered the Management team to 
execute the vision cascaded. Certainly, we 
are going for the long haul in achieving 
our mission in an economically, socially 
and environmentally sustainable manner.

Last, but not least, my deep gratitude 
goes to our customers, suppliers and 
bankers for your trust, Federal and State 
Governments and regulatory agencies for 
their unparalleled support, our associates 
and joint venture partners for the fruitful 
and rewarding partnership, as well as our 
valued shareholders for your faith in us.

We shall seize the coming year with 
renewed vigour and deliver our best 
together with our Lotte family, as a 
“Lifetime Value Creator”.

Thank you. 

Yours sincerely, 

Lee Dong Woo
President and Chief Executive Officer
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We believe that this <IR> will allow us to present a more coherent 
and comprehensive narrative of how our business model is 
intrinsically linked to our broader vision of creating genuine value 
for all our stakeholders. On top of that, we are able to improve 
our accountability and align our governance structure to reflect 
global best practices. It gives us the opportunity to communicate 
clearly and precisely how we leverage on our capitals to create 
value in the short, medium and long term. 

Sustainability – 
our interpretation

Our business is shaped by global megatrends which lead to 
market volatility. These megatrends include unpredictability in the 
global economy, the changing geopolitical context, fluctuations 
in the supply and demand of fundamentals, the profound ways 
that technology is disrupting conventional ways of functioning 
and more currently, the heightened awareness of sustainability 
practices. This operating environment necessitates us to be 
forward looking for long term value creation and to maintain and 
uphold sustainable management practices.

At LCT, we have in place the six-pronged growth strategy that 
propels us forward through the unpredictable environment 
in which we operate, whilst creating sustainable value for our 
stakeholders. These strategies ensure business growth, increase 
efficiency, reinforce financial strength, uphold corporate 
governance and ensure employee safety. We take a strategy-
aligned approach to map our six-pronged growth strategy against 
the United Nation’s Sustainability Development Goals (“SDGs”) to 
identify and prioritise the SDGs that are closely relevant to our 
business operations.

Message from the Chairman of 
Sustainability Working Group

Sustainability – 
our governance framework

The Sustainability Working Group (“SWG”) works across the 
different function of LCT and is tasked with identifying, assessing 
and prioritising sustainability matters that are material to LCT. 
The SWG drives the implementation and monitoring of company-
wide sustainability management under the supervision of the 
President and Chief Executive Officer to ensure alignment with 
the overall business strategy, as set by the Board of Directors. On 
top of that, the SWG facilitates the sustainability reporting process 
within the Company to ensure alignment with the regulatory 
requirements and subsequently making recommendations for 
Board’s approval.

During the year, the SWG assesses the sustainability topics 
that are most material to LCT and our key stakeholders. These 
topics are derived internally from bringing together several 
sources including the company KPIs, management directions, a 
benchmarking process, other best practices, short-term and long-
term business plans, and feedback from multiple external and 
internal groups of stakeholders. 

Sustainability – 
our performance

There is an increasing expectation on the petrochemical 
industry to embed sustainability aspects into its manufacturing 
processes. We enhance our manufacturing process to improve 
process efficiency, while ensuring the safety of our workforce and 
minimising environmental impacts arising from our operations.

In our efforts to remain competitive in the market, we are investing 
in a new integrated petrochemical complex in Indonesia and a 
newly commissioned polypropylene production plant in Pasir 

This year we embarked to produce our first ever <IR>, 
a transition from our sustainability statement in 2017. 
The adoption of this report is in accordance with the 
<IR> Framework by IIRC. 

Philip Kong Chock Hoon
Executive Vice President, Corporate Planning
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Message from the Chairman of 
Sustainability Working Group

Gudang. We will continue to look beyond our immediate horizons 
and expand our operations into new markets, building on our 
research and development capability to diversify our products 
and services.

Our customers are at the heart of our business. We continuously 
identify ways to ensure that we meet the expectations and the 
needs of our customers.

As a responsible corporate business, regulatory compliance 
remains important to us. We adhere to local laws, policies 
and regulations to ensure that we develop trust and positive 
relationships with all LCT’s stakeholders. This year, we established 
a regular compliance review and a business compliance process 
to ensure accountability and alert potential risks.

We are witnessing a push towards greener business and we 
understand the importance in protecting our environment. 
We strive to ensure that our business activities have a minimal 
environmental footprint and meet the requirements of regulators. 
In 2018, we invested in several latest technologies to monitor the 
environmental impacts arising from our operations.

Employees are the company's most important asset – as part of 
our performance management process, the personal learning 
and development plans of employees are evaluated annually. We 
also have an employee council in place to discuss organisational 
changes and other related matters.

Sustainability –
our future

During the year, we have withstood a challenging year and we 
expect a similarly demanding environment in the year ahead. 
Bearish commodity prices coupled with austerity measures in 
key operating markets and volatile geopolitical environment will 
be some of the headwinds we expect to face. Management has 
taken steps to protect and improve our position by executing key 
measures, supported by financial prudence and discipline. 

In short, sustainability – I have come to realise, is a journey, 
traveled along a path of continual improvement. Once on it, 
we are constantly uncovering more layers and interconnections 
between everything we do and the rest of the world. 

I have provided here, this IR, comprising the documents of record 
giving insight into our sustainability activities during the year 
under review. I trust you will see the many ways in which LCT is 
re-engineering for the future.

I wish to thank all stakeholders for this valuable contribution in 
the development of a sustainable strategy for LCT.
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To be a Top Tier 
Petrochemical 

Company in 
SEA by 2024

Our core values represent key commitments 
of Lotte Chemical Titan Holding Berhad. We 
remain resilient despite regional and global 
vulnerabilities as we hold true to our five core 
values of customer focus, originality, passion, 
partnership and performance-based system.

Customer 
Focus

Originality Passion Partnership Performance

Our Vision

Core Values

40 Lotte Chemical Titan Holding Berhad40 Integrated Annual Report 2018
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Indonesia

Lotte Chemical Titan at a Glance

Malaysia

Indonesia

Malaysia

  

Kuala Lumpur HQ

Jakarta HQ

• Pasir Gudang
 122 acres

• Merak
 78 acres

• Tanjung Langsat
 100 acres

Johor Complex

Merak Complex

Total Plants

Total Plants

Size

Size

Number of Employees

Number of Employees

Production Capacity

222 acres

78 acres

3,118 KTA

1,115

344

12

3
Production Capacity

450 KTA

Integrated Petrochemicals Production Facilities 
Plant Locations: Pasir Gudang and Tanjung Langsat, Johor, Malaysia

Plant Locations: Merak, Cilegon, Indonesia

Naphtha crackers 1 and 2
• Production capacity: 

1,299 KTA

• Licensor: 
 Technip Stone and 

Webster

• Licensor: 
 INEOS Europe Limited

PE 1, 2 and 3 Plants 
• Production Capacity: 
 450 KTA

PE 1, 2 and 3 Plants
• Production capacity:
 565 KTA

• Licensor: 
 ExxonMobil (LDPE), 

Mitsui (HDPE), 
Univation (LLDPE, 
HDPE)

PP 1, 2 and 3 Plants
• Production capacity: 
 640 KTA

• Licensor:
 LyondellBasell 
 (PP1 & PP2), 

Lotte Chemical 
Corporation (PP3)

BTX Plant/BD Plant/TBA 
Plant/OCU Plant
• Production capacity:
 614 KTA

• Licensor: 
 Thyssen Krupp Uhde 

(BTX), Lotte Chemical 
Corporation (TBA), ABB 
Lummus (OCU, BD)

Future Lotte Chemical
Indonesia New Ethylene

(“LINE”) Project

Lotte Chemical Titan Holding Berhad
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Corporate Structure

Operating subsidiaries and joint venture companies only.
* Held through a wholly owned subsidiary of Lotte Chemical Titan Holding Berhad (“LCT”)
**  Held through wholly owned subsidiaries of PT Lotte Chemical Titan Tbk
***  Partially held through wholly owned subsidiaries of LCT

Lotte Chemical Titan Holding Berhad

Lotte Chemical Titan 
(M) Sdn Bhd

Manufacturing Company

PT Lotte Chemical Titan 
Tbk

* Listed Company

Lotte Chemical USA
Corporation

Ethane Cracker and Monoethylene 
Glycol (“MEG”) Plant

Lotte Chemical Titan 
Corporation Sdn Bhd

Principal Hub Company

PT Lotte Chemical Titan 
Nusantara

** Manufacturing Company

Lotte UBE Synthetic
Rubber Sdn Bhd

Synthetic Rubber Plant

PT Lotte Chemical 
Indonesia

*** New Development Company

100%

92.5%

92.5%

100%

40%

10%

IndonesiaMalaysia Joint Ventures

100%
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Our Sustainability Journey Thus Far – 
Advancing Business Sustainability

Since our establishment, 
we believe that our success 
depends on our ability 
to bring value to our 
stakeholders, both today 
and the future. In essence, 
this involves effectively 
managing our tangible and 
non-tangible value drivers 
such as environmental, 
production, personnel 
and intellectual factors to 
remain competitive and 
sustainable across the short, 
medium and long term. 

This <IR> describes our responsibilities 
as a sustainable manufacturer, how 
we support our customers to innovate 
and offer sustainable products and 
services. More importantly, this report 
also illustrates how we operate as 
a socially responsible organisation, 
contributing positively to the 
society – in terms of local economic 
development and human capital 
development. 

The diagram on the right depicts 
LCT’s growth in four phases, as we 
pursue our vision to be a Top Tier 
Petrochemical Company in SEA by 
2024. In the coming years, we seek 
to align our sustainability framework 
with Key Performance Indicators 
(“KPIs”) and targets of the United 
Nations Sustainable Development 
Goals (“UN SDGs”), in line with global 
sustainability aspirations. 

1991 – 1999
Foundation Years
• Commenced operations in Malaysia:

- Two naphtha cracker plants
- Two polypropylene (“PP”) plants 
- Three polyethylene (“PE”) plants
- Benzene, toluene and xylene (“BTX”) plant 

• Established Plastic Technical Center
• Employed approximately 1,000 new employees

2000 – 2010
Growth and Expansion
• Listed on the Main Board of Bursa Malaysia 
• Acquired Indonesia PE plants (450 KTA)
• Commenced operations in Indonesia
• Acquired by Lotte Chemical Corporation (“LCC”)
• Commenced operations in Malaysia:

- Butadiene (“BD”) plant
- Olefins conversion unit (“OCU”) plant

2011 – 2016
Cultivating Industry Expertise
• Voluntary delisting from Bursa Malaysia and privatised
• Joint venture with UBE Industries Limited, Mitsubishi Corporation and LCC to 

set up Lotte UBE Synthetic Rubber Sdn Bhd to produce synthetic rubber
• Commenced Fluidised Naphtha Cracker “FNC” expansion project in Malaysia 
• Joint venture with LCC to set up Lotte Chemical USA Corporation for strategic 

growth
• Established PT Lotte Chemical Indonesia

2017 and beyond
The Journey Continues – Towards Sustainable Growth
• Listed on the Main Market of Bursa Malaysia 
• Set up Lotte Chemical Titan Corporation Sdn Bhd, as Principal Hub Company in 

Malaysia to benefit from tax incentives approved by the Malaysian Investment 
Development Authority 

• Embarked on Integrated Reporting (“<IR>”) journey
• Commenced operations in Malaysia:

- Fluidised Naphtha Cracker (“FNC”) 
- Polypropylene (“PP3”) Plant

• LC USA commercial operation expected in 2019
• LINE Project Development
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What We Do is
Essential for the World

The term petrochemicals may sound like the language of chemistry lab technicians or engineers but 
they are, in fact, very much an integral part of our lives – from the packaging of the food we eat to the 
household products we use, the homes in which we live and the vehicles in which we travel.

Many industries in the world today are connected and dependent on the petrochemical industry. Petrochemicals have enabled the 
creation of novel materials and products in countless primary and secondary industries such as fertilisers in agriculture, circuit boards in 
manufacturing, building materials in construction, our apparel, electronic devices, packaging, medical equipment and vehicles. 

The industry also contributes to the movement towards renewable energy as its products are used to ensure greater efficiency in the 
renewable energy sector. 

Plastic Packaging Industry 
• Lightweight, convenient, durable and safe.
• Versatile and flexible – it can be used for a variety of packaging 

purposes in various sizes, and it can conform to the required 
shape. 

• Resource optimisation – reduces food wastage by preserving 
and protecting against harsh and unhygienic conditions 
and hence, extends food shelf life. It helps to improve 
fuel economy in transportation due to the lighter packaging 
weight.

 Agriculture Industry
• Plastics film keep CO2 and warmth in the Green house. 
• Helps to prevent leaching of fertilisers and pesticides into the 

topsoil.

Healthcare Industry 
• Used in most healthcare devices both large and small, i.e. 

from petri dishes in the lab to housing for large diagnostic 
medical machinery. 

• Improves the quality of life – high-tech durable polymers 
are used to create new and improved artificial limbs and 
disposable drug delivery devices such as syringes.

• Easily sterilisable – medical and surgical equipment made 
from plastics can be sanitised easily, and thus reduces risk of 
infection to patients. 

Home and office 
appliances

Plastic Pipes

Tyres

Packaging

Wind turbines

Agriculture and 
consumer goods

Hygienic 
Products

Household
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Renewable and Alternative Energy Industry
• Creates lighter and tougher wind turbine blades which can 

spin faster for higher energy efficiency and enables easier 
installation.

• Thermoplastics used in solar cells are not only flexible, 
lightweight and thin, yet it can be made flame-retardant and 
fire resistant. 

• Cost-efficient plastics are a cheaper and safer alternative to 
metals in the production of solar panels. 

Electrical and Electronics Industry 
• Electric insulator – plastics are ideal for use in encapsulating 

electrical wirings, connectors, switches and receptacles. 
• Durable and lightweight – plastics make smaller computers 

possible by being able to house all necessary electronics 
within a dust-free and well-insulated environment. Without 
plastics, electronic products would last about half as long and 
would use 25% to 30% more energy.

• Plastics enable the miniaturisation of components such as 
circuit boards and computer chips without compromising 
their functional abilities yet improve their performance and 
portability.

Building and Construction Industry
• Multi-purpose – the construction industry uses plastics for a 

wide range of applications due to its versatility, strength-to-
weight ratio, durability and corrosion resistance. The typical 
lifespan of specialty plastics application is 20 to 50 years. 

• Insulation from cold, heat and sound – plastic improves 
the energy efficiency of buildings and helps to conserve 
environmental resources by using less electricity.

• Lightweight and minimal maintenance – materials such 
as fiber reinforced plastic has a lower installation and 
maintenance cost allowing for a lower overall lifecycle cost.

Automotive Industry 
• Viable substitute for conventional materials – lightweight 

carbon fiber plastics are used in various vehicle parts to 
vehicle weight and enable higher fuel efficiency.

• Extends vehicle lifespan – plastic coating technology is 
used to protect cars against corrosion and scratches, hence 
lengthens a car’s lifespan. 

• Electric vehicles – the plastic content of cars has been growing 
steadily since the 1960s. High-performance plastics such as 
polypropylene (“PP”) and polyethylene (“PE”) are widely used 
in transport vehicles today, especially electric cars, buses and 
trains. 

Sports Apparel Industry 
• Lighter and stronger – plastics are used to make sports 

safety gears such as helmets, mouth guards, goggles 
and protective padding to help keep athletes and 
sports enthusiasts of all ages safe. 

• Moulded, shock-absorbent plastic foam used for 
insole paddings helps keep the feet stable and reduces 
impact to the joints, while high-performance plastics 
in hard shell helmets protect cyclists from head injury.

What We Do is 
Essential for the World

Battery Casing

Automotive Parts

Paint

Wire and Cable Electronic Items

Renewable and alternative 
energy industry
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Our Operating Environment

We analyse our global and local operating context to assess and evaluate which risks and opportunities 
have the greatest impact on our ability to create value for our stakeholders in the short, medium 
and long term. Factors such as volatile crude oil market, rising competition, a tightening regulatory 
and compliance landscape, and shifts in global economic policies create an increasingly challenging 
operating environment for petrochemical industry players. 
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Global economy and the 
geopolitical context

Changes in supply-demand 
fundamentals

Global demand for energy and petrochemicals is expected 
to increase 25% by year 2040 – driven by urbanisation, 
industrialisation and population growth. Hence, the overall 
volume of products manufactured and consumed is 
projected to increase significantly over the next decades. 

On the supply side, factors such as shale gas developments 
in the US, changes in feedstock advantage, product chain 
diversifications and newfound technologies are altering 
feedstock demand for petrochemical producers globally. 

What's in it for us: 
Enables downstream producers to leverage on alternative 
opportunities in light of feedstock advantages or high 
profit margins from certain end products.

What keeps us awake: 
The unpredictable nature of the supply and demand for 
crude oil is expected to exacerbate volatility and increase 
the likelihood of oil price shocks – thus impacting 
production economics and cost structures. 

The world's geopolitical situation remains unpredictable. 
For instance, the US and China trade tensions, US sanctions 
on Iran, China's One Belt One Road policy and Indonesia's 
Revised Tax Holiday Regulations.

What's in it for us: 
Geopolitical and economic changes are opening new 
areas that were formerly inaccessible for exploration 
and development by international companies. New 
opportunities presents itself in the form of new potential 
markets.

What keeps us awake: 
Prevailing risks include increasing uncertainties in the 
supply and demand of petrochemical products and 
oil prices causing a reshuffling of global trade flows, 
affecting investors’ sentiment and global economic 
growth. Companies are required to carefully manage 
their costs, develop a good understanding of end-user 
preferences and new production technologies. Failure to 
adapt to new market changes could have an immediate 
impact on a company’s financial performance (in terms of 
market share, capital, price margins, etc.) and impact its 
access to new markets and technologies.
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These trends, however, have a silver lining: they create demand for new products and services that 
address sustainability issues, with the potential to contribute to societal progress and become a 
prime revenue generator.

Increasing expectations on 
sustainability and regulations 

Technological innovation 
and digitisation

Stringent environmental policies and increasing public 
expectations on environmental, health and safety performance, 
including sustainable plastic waste management (e.g. single-
use plastics and packaging) are causing mounting pressure on 
the petrochemical industry. 

What's in it for us: 
Creates opportunities for companies to intensify their efforts 
in innovation and identifying win-win solutions through 
public-private collaborations. Among the areas where 
potential partnerships can be established include research and 
development, new production processes and sustainability 
management. Companies with a reputation for being 
environmentally responsible and demonstrate innovative 
thinking tend to gain a positive reputation and enjoy a higher 
chance to attract top talents. 

What keeps us awake: 
Policy makers are tackling environmental concerns by 
introducing new initiatives, policies and roadmaps such as 
environmental taxation, emissions control, biodegradable 
plastics, recycling, bioplastics and etc. that put companies 
under high regulatory scrutiny. 

Rapid technology advances are disrupting the way we 
work.

What's in it for us: 
Technological innovations are delivering positive 
changes to productivity and workplace efficiency, as well 
as creating new differentiating products. Investing in 
innovative solutions enables us to develop products that 
contribute to sustainable development. This will indirectly 
help strengthen connections with customers, employees 
and the society at large, as well as cementing customer 
partnerships based on differentiated products, new 
services, and shared values.

What keeps us awake: 
Whilst embracing technological change can undoubtedly 
increase production output, this might raise concerns on 
its potential impact on labour relations and other potential 
risks including data security and network failures. 

Our Operating Environment
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Understanding Where Risks 
Meet Opportunities

At LCT, we consider the relevant megatrends in our materiality assessment to develop strategies that 
will ensure sustainability and future-proof our value creation process. We undertake a structured 
process to evaluate our operating environment, taking into account the expectations of our 
stakeholders to derive the relevant risks and opportunities. 

Global Megatrends

Increasing 
expectations on 
sustainability and 
regulations 

Technological 
innovation and 
digitisation

Global economy 
and the geopolitical 
context

Changes in 
supply-demand 
fundamentals

Identifying Risks & Opportunities

Further details on how we mitigate the impact of these key industry and 
business risks can be found on pages 133 to 134.

In identifying the risks and opportunities relevant to our business, we have implemented 
Enterprise Risk Management (“ERM”) and materiality assessment processes. 

Please refer to page 132 for more information on our ERM process. 

The list in this visual presents key industry and business risks faced by LCT.

List of key industry and business risks:

 Cyclicality and Fluctuations 
in Crude Oil Prices

 Operating Hazards and Risks 

 Feedstock – Supply & Prices 

 Compliance – Environmental, 
Health and Safety

 Competition

 License Renewal

 Trade War

 Exchange Rate Fluctuations

 Cybersecurity

 Talent Retention

 Business Expansion

Enterprise Risk Management Process

Governance

Establish Context

Identify List of 
Sustainability 
Matters

Manage 
Sustainability 
Matters

Monitoring and 
Reporting

Assessment & Prioritisation of Risks & 
Sustainability Matters

Risk Treatment

Risk Monitoring & 
Review

Continual 
Improvement
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Understanding Where Risks 
Meet Opportunities

Our analysis of industry global megatrends, ERM process and materiality assessment, collectively, 
have become one of our key instrument of strategic business tool for reinforcing our Six-Pronged 
Growth Strategy.

Six-Pronged Growth Strategy – Mitigating 
Risks and Operationalising Opportunities 

Further details on Six-Pronged Growth Strategy are 
available on pages 50 to 51 of this report.

Pursue value-accretive 
organic growth through 
strategic new plant additions

Pursue inorganic growth 
through selective M&A 
opportunities

Continuous initiatives to 
improve operating efficiency 
and increase cost savings

Reinforce financial strength 
and maintain through-the-
cycle resilience

Continue to focus on 
talent development and 
management continuity 
programmes

Commitment to corporate 
governance and EHS 
initiatives

Additionally, we integrated our ERM rating parameter into our 
materiality assessment (i.e. the likelihood and degree of impact) 
to allow for a more holistic evaluation of our sustainability risks 
and opportunities (“sustainability matters”)

Please refer to page 141 for more information on our materiality 
assessment. 

Further details on how these sustainability matters affect our ability to 
create value for the business and stakeholders, including our initiatives 
to mitigate risks and operationalise opportunities can be found on pages 
55 to 90 of this report.

We have identified 11 sustainability matters that are further 
categorised into three sustainability themes: 

Sustainability matters: Sustainability themes:

7.  Environmental Management

9.  Human Capital Development

11.  Human Rights & Fair 
Employment Practices

10.  Occupational Safety & Health

8.  Community Development

Redefining 
Business in 
Society 

Realising 
Shared Values

Materiality Assessment Process

Recognising 
our Talent

1.  Sustainable Manufacturing

2.  Customer Value Creation

3.  Business Development

4.  Regulatory Compliance

5.  Data Security & Protection

6.  Sustainable Supply Chain 
Management
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1 2 3

Our Six-Pronged Growth Strategy

To achieve our ambition to be a “Top Tier Petrochemical Company in SEA by 2024”, we have set a 
six-pronged growth strategy to guide us forward, whilst ensuring sustainable value creation for our 
business and stakeholders.

Please refer to Business Development 
section and Customer Value Creation 
section for more information 

Please refer to Sustainable 
Manufacturing and Sustainable Supply 
Chain Management sections for more 
information 

Please refer to Business Development 
and Sustainable Manufacturing sections 
for more information 

Our Focus
Implement process improvement 
initiatives (e.g. debottlenecking, quality 
assurance, optimising costs, modifying 
plant equipment, investing in new 
facilities) to ensure stable, reliable 
and efficient production process. 
We minimised the impact of market 
volatility by balancing our procurement 
structure at pre-determined pricing 
formula. On top of that, we constantly 
maintained good collaboration with key 
suppliers and increased our expenditure 
for local suppliers.

Our Performance 
We enhanced our operational efficiency 
and reduced our environmental impacts 
(100% recycling of of by-products such 
as steam, methane and hydrogen into 
our production process). Managed 
short and medium-term inventories 
through production optimisation. 
Overall plant reliability at 83%, up from 
73% in FY 2017. Increased production 
output by 29% from FY 2017.

Continuous initiatives to 
improve operating efficiency 
and increase cost savings

Managing Our Risks & Opportunities

 Operating Hazards and Risks

 Feedstock – supply and prices

Pursue value-accretive 
organic growth through 
strategic new plant additions

Our Focus
Leverage on our existing infrastructure 
to capture a bigger market share within 
the Malaysia, Indonesia and Southeast 
Asia markets. Strategic new plant 
expansions allow us to expand our 
capacity and secure stable, long-term 
relationships with a wider customer 
base – delivering sustained margins 
and greater potential returns for our 
stakeholders. 

Our Performance 
Our expansion projects are on-track and 
on-budget as we continue to strengthen 
our presence in the Southeast Asian 
market. For instance, the commencement 
of PP3 plant (Malaysia) and LINE Project 
(Indonesia) that is coming underway 
are expected to create positive direct 
and indirect economic impacts to our 
business and stakeholders – in terms 
of enhancing competitive advantage, 
creating new job opportunities and local 
economy growth.

Managing Our Risks & Opportunities

 Cyclicality and Fluctuations in 
Crude Oil Prices

 Competition

 Trade War

 Business Expansion

Our Focus
Pursue M&A opportunities to fast-track 
the diversification of our capabilities 
and product portfolio, particularly in 
higher value-adding products. We are 
also exploring opportunities to enter 
new markets to further strengthen 
our presence as a regional hub for 
petrochemical products.

Our Performance 
We continue to identify value-accretive 
expansion opportunities to ensure 
continuous growth (i.e. venturing into 
biopolymers and other high value 
chemicals and polymers)

Pursue inorganic growth 
through selective M&A 
opportunities

Managing Our Risks & Opportunities

 Cyclicality and Fluctuations in 
Crude Oil Prices

 Competition

 Trade War

 Business Expansion
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4 5 6

Our Six-Pronged Growth Strategy

Please refer to Business Development, 
Sustainable Manufacturing and 
Sustainable Supply Chain Management 
sections for more information 

Please refer to Human Capital 
Development & Human Rights & Fair 
Employment Practices sections for more 
information 

Refer to Regulatory Compliance, Data 
Security & Protection, Environmental 
Management, Occupational Health and 
Safety and Community Development 
sections for more information

Our Focus
Practice equal opportunity policy and 
adapt to changing talent and labour 
expectations by advocating diversity, 
human rights and leadership and 
capability development programmes. 
Ensure sustainable talent management 
through long-term succession planning, 
alongside various empowerment and 
engagement initiatives to promote 
career growth.

Our Performance 
Increased the total training hours per 
year and the annual average training 
hours per employee within the set 
target. Maintained the Group's attrition 
rate within the set target (i.e. 5%). 

Continue to focus on 
talent development and 
management continuity 
programmes

Managing Our Risks & Opportunities

 Talent Retention 

Our Focus
Sustain standards of corporate 
governance and overall business 
sustainability initiatives by upholding 
transparent, responsible and ethical 
management across our business 
value chain. Implement various 
EHS initiatives including health and 
safety training programmes, resource 
management, pollution control 
and environmental conservation 
programmes. Implement several 
corporate social responsibilities 
(“CSR”) activities focusing on 
enriching communities, education and 
environment.

Our Performance 
No data breaches related incidents 
reported during the year. We strive to 
minimise our environmental impacts 
within the local regulatory limits and 
strive to reduce our safety incidences 
while fulfilling our responsibility as a 
good corporate citizen.

Commitment to corporate 
governance and EHS 
initiatives

Managing Our Risks & Opportunities

 Compliance - Environmental, 
Health and Safety

 License Renewal

 Cybersecurity

Our Focus
Prioritise financial prudence by closely 
managing financial liquidity to ensure 
preparedness against challenging 
operating conditions. Closely monitor 
our expansion plan, manage our supply 
chain to minimise costing risks and 
support local procurement, where 
possible. 

Our Performance 
Maintained financial discipline and 
ensuring a strong operating cash flow 
to build resilience against market 
fluctuations. Maximised profits by 
focusing on high-value products. Zero 
net debt. Total cash of RM3.4 billion as at 
31 December 2018.

Reinforce financial strength 
and maintain through-the-
cycle resilience

Managing Our Risks & Opportunities

 Cyclicality and Fluctuations in 
Crude Oil Prices

 Competition

 Trade War

 Exchange Rate Fluctuations 

 Business Expansion
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Lifetime Value Creator - 
Our “Value Creation Engine”

Backed by our Vision, “Lifetime 
Value Creator”, we seek to serve our 
customers in all stages of life through 
our products and services. 

As illustrated in the Diagram on the 
right, our “Value Creation Engine” 
demonstrates how we create value 
for our stakeholders through an 
interplay of capitals as our business 
input and the resultant output (what 
we produce) and the outcome of 
our business operations (impacts 
or the significance of the output 
to the economic, environmental 
and social landscapes). With a solid 
understanding of all these elements, 
we’re able to sustain our business in 
a constantly changing environment 
by effectively mitigating risks and 
continuously looking out for new 
opportunities.

We carefully manage our business inputs i.e. the 
capitals we inject into our engine – constituting 
the financial, manufactured, natural capital and 
human capitals available, as well as the social 
and relationship capital, evident in the important 
relationships and partnerships we form with 
our stakeholders. We utilise natural capital in 
our manufacturing processes in the form of raw 
materials such as naphtha, natural gas, energy, 
water, etc. 

Within the heart of the engine, our Vision and Core 
Values underpin the way we identify, prioritise 
and manage our risks and opportunities that are 
material to our ability to create sustained value 
across the short, medium and long horizons. We 
have in place the Six-Pronged Growth Strategy – 
as strategic enablers to realise our ambitions in a 
sustainable manner. 

As we strive to incorporate sustainability into our 
business operations, we draw inspiration from the 
global sustainability agenda, i.e. United Nations 
Sustainable Development Goals (“UN SDGs”). In the 
next section of the IR, alongside the description of 
our strategy-aligned sustainability initiatives, icons 
representing the relevant UN SDGs will annotate 
our contribution to the larger goal of ensuring well-
being for all.

Financial Capital

• Capex: Total of RM565 million; comprised RM127.5 million for PP3 
project, RM61.6 million for the LINE Project, with the remaining 
RM375.9 million going towards routine plant maintenance 
(RM239.1 million) and improvement and modification projects 
(RM136.8 million) for our plants

• Operational cash flow: RM873 million
• Salaries and wages: RM158 million
• Effective utilisation of financial resources 
• Training budget: Increased by 20% as compared to the previous year 

Manufactured Capital 
(including technology and systems)

Manufacturing facilities and supply chain infrastructures to meet 
customers and business demands:
• Large-scale petrochemical manufacturing sites in Malaysia and 

Indonesia
• Raw materials: Naphtha, ethylene
• Facilities/infrastructure/equipment to manage production 

processes and monitor environmental impacts
• Technologies and systems used in the research and development 

facilities and to ensure operational excellence

Led by a highly experienced management team and equipping our 
talents with crucial skills and knowledge:
• Total workforce: 1,459 
• Total training hours: 33,952 hours

Skilled Talent

Use of natural resources such as water and natural gas efficiently in our 
manufacturing operations. This includes utilising other resources such 
as local and international regulatory framework and policies in guiding 
our sustainable management approach

Resources

Strong relationships with customers, business partners, suppliers and 
communities in which LCT operates:
• Support local economy - hired 977 local suppliers
• Corporate social responsibility contributions for underserved 

communities and charitable organisations

Social and Relationship Capital 

Business Inputs/Capitals
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Lifetime Value Creator - 
Our “Value Creation Engine”

Sustainability as a Key Enabler to 
Operationalise Our Strategy

Pursue value-
accretive organic 
growth through 

strategic new plant 
additions

Pursue inorganic 
growth through 
selective M&A 
opportunities

Continuous 
initiatives to 

improve operating 
efficiencies and 

increase cost 
savings

Reinforce financial 
strength and 

maintain through-
the-cycle resilience

Continue to focus on 
talent development and 
management continuity 

programmes

Commitment 
to corporate 

governance and 
EHS initiatives

Six-
Pronged 
Growth 

Strategy

Vision and Core Values 

Governance

Performance Monitoring & 
Future Orientation 

Managing Sustainability Risks and 
Opportunities – Seizing Opportunities and 

Mitigating Risks 

Redefining Business 

in Society 

Realising Shared 

Values

Recognising our 

Talent

Delivered a resilient business performance through 
trust worthiness and returned value and dividends to 
shareholders:

• Revenue: RM9.25 billion
• Profit after tax: RM785 million
• Market capitalisation: RM10.5 billion
• Dividend per share: 17 sen

Improving production efficiency through operational 
improvements while maintaining ethical standards, and 
fulfilling its role as a responsible corporate citizen:

• Petrochemical production: Increased 
production output by 29% from FY 2017

• Overall plant utilisation rate: 83%
• Number of cyber security incidents reported: Nil

Facilitate business growth by creating a continuous 
learning organisation and ensuring a safe workplace for 
employees and workers:

• Total number of participants in LCT Exchange 
Programme: 7 employees across the Group

• Local talents hired: Average of 98.2%
• Turnover rate: Well-maintained below the 

targeted rate
• Strive to create a zero accident workplace

Mitigate negative impacts to the environment:

• Air emissions: Meet regulatory requirements
• Total electricity consumption: Increased by 15%
• Total waste generation: Reduced by 21% 
• Total water consumption: Increased by 14% 
• Total electricity intensity: Reduced by 11% 

Build trust and confidence with business partners, 
customers, suppliers, as well as local communities: 

• Total number of beneficiaries from CSR events: 
409 (includes families, schools and charitable 
homes)

• Annual customer satisfaction survey ratings 
(Malaysia): 99%

Outcome and Values Created for our 
Business and Stakeholders 
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NC 1 at Pasir Gudang
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Financial Capital
Allocation of an approximate 
amount of USD7.7 million 
(RM32.3 million) to invest 
in new technologies and 
management systems.

Manufactured 
Capital 
Existing infrastructures, 
machineries and systems 
used on the production floor.

Skilled Talent
A global team of highly 
qualified employees with 
specialisations in research 
and development.

Resources 
Utilise various natural and 
resources in the production 
process such as naphtha, 
hydrogen gas, water, 
electricity, etc.

Theme 1: Realising Shared Values 

SUSTAINABLE MANUFACTURING

We believe that achieving sustainable growth depends on our ability to future-proof our business 
through effective research, continuous product development and innovation. This is carried out by 
adopting new technologies and enhancing our processes to improve operating efficiency and achieve 
overall cost savings.

Key Inputs
Our Six-Pronged Growth 
Strategy

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities 

During the year, we enhanced our 
manufacturing process and systems by 
leveraging on the experience of LCC – which 
possess decades of accumulated production 
knowledge and experience. Knowledge 
and technical assistance were shared and 
transferred to our plants in Malaysia and 
Indonesia to support operational excellence. 
In addition to periodic maintenance and 
refurbishment of machinery and equipment, 
we implemented a risk-based inspection 
programme to ensure the specifications of 
our equipment are in line with the Special 
Scheme Inspection (“SSI”) regulation 2014 by 
the Department of Occupational Safety and 
Health Malaysia (“DOSH”). All-risk property 
damage insurance is in place to ensure our 
potential loss is covered in the rare event of 
a plant breakdown. A risk engineering survey 
will be conducted by the insurers, on an 
annual basis. 

Reinforce financial strength 
and maintain through-the-
cycle resilience

Pursue inorganic growth 
through selective M&A 
opportunities

Contribution to the  
United Nations Sustainable 
Development Goals:

Mitigating risks

 Cyclicality and Fluctuations 
in crude oil prices

 Operating Hazards and 
Risks

 Competition

Continuous initiatives 
to improve operating 
efficiencies and increase 
cost savings
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Theme 1: Realising Shared Values 

Key plant enhancement initiatives at our Pasir Gudang site during the year include: 

Improvements Our achievements

(a) Cost saving measures 

Extend C4(1) and C2(2) Treaters Normal 
Run Length 

• Switching and regeneration frequency of C4 and C2 Treaters (reactor impurities 
treatment).

• By extending the treaters run length, we were able to reduce the regeneration 
of treaters, thus enabling an approximate annual cost savings of USD700,000 
(RM2.94 million) per annum.

Excess Medium Pressure (“MP”) Steam 
Letdown Normalisation

• Reduced excess MP steam wastage by closing steam header letdown to ensure 
higher steam efficiency and reduce wastage. 

• Estimated savings up to USD1.8 million (RM7.56 million) per annum.

Ethylene Start-up Pipeline for FNC New 
Cold Box

• Reduced ethylene pressuring and chilling time by an estimated 15 hours (about 
30% reduction from the previous time required). 

• Increased our ethylene production efficiency and contributed to an estimated 
cost savings of USD83,700 (RM351,540) per annum.

Reduced regeneration time for Cracked 
Gas Dryer

• Reduced regeneration time from 20 hours to 17 hours, which lowered steam 
consumption by 1.9 tonnes per hour.

• Incurred an estimated cost savings of USD14,500 (RM60,900) per annum.

(b) Operational excellence and EHS improvement measures 

Installed Furnace (2H-116) Pressure 
Indicator for Radiant Coil Inlet

Injected air into individual coils for effective “decoke” (shorten decoke time). 

Installed new 6-inch diameter Raw 
Pyrolysis Gasoline Rundown Pipeline to  
Terminal 1

Prevent Naphtha Cracker Plant to reduce load in time of Gasoline Hydrogenation Unit 
(“GHU”) shutdown or Raw Pyrolysis Gasoline (“RPG”) tank top.

Install Hydrocarbon Detector At Dryer & 
Powder Conveying Line

Improved Polypropylene (“PP”) silo safety and quality control at product packaging 
line. 

Plant Normalisation and Start-up
The Company experienced an insufficient supply of propylene production in meeting the demand for PP1, PP2 and PP3 operations. 

During the reporting year, we restarted our Olefin Conversion Unit (“OCU”) to add our PP capacity (to be used as feedstock for the 
new PP3 plant). This has helped to increase our total PP production by 54 KT, which boosted our overall revenue for the year.

Notes:
(1) Hydrocarbons with four carbons.
(2) Hydrocarbons with two carbons, and also known as ethylene.
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Our Strategic Enablers – Mitigating Risks and Materialising our Opportunities (cont'd) 

SUSTAINABLE MANUFACTURING

Theme 1: Realising Shared Values 

Equipped with extensive laboratory 
instruments and plastic fabrication 
facilities operated by a team of trained 
and dedicated technical professionals. 

Receives continued guidance from LCC’s 
R&D Centre in South Korea in the form 
of technical expertise, as well as input on 
technology maintenance from process 
technology licensors.

Provided technical and fabrication 
process training for more than 5,000 
employees of our customers.

Established and implemented 
internationally benchmarked 
quality control checks in accordance 
with the ISO9001:2015 quality 
management system.

Our PTC engineers regularly visit 
key domestic customers in Malaysia 
and Indonesia, as well as overseas 
customers in Asia including China, 
Japan and Philippine to provide 
technical support and share insights 
on production know-how.

Developed a new blow moulding product 
(grade HB0976) - as part of our innovative 
initiatives to cater for diverse customers’ 
requirements.

Carried out 13 product training sessions 
for our customers - this annual partnership 
programme is part of our efforts to develop 
local SMEs to help them expand their markets 
with better product performance and 
optimised production output.

Conducted two fabrication process training 
sessions through the Malaysian Plastics 
Manufacturers Association - Plastics Technology 
Training Centre Johor (“MPMA-PTTC Johor”) 
collaboration. 

Participated in Cast PP and blow moulding 
partnership programmes with our loyal customers.

PTC offers comprehensive one-stop solutions in product support and development, consultancy, technical training and 
production know-how.

Quality Assurance
To maintain quality control, we established and implemented a quality management system in accordance with the ISO9001:2015 
Quality Management System. Our quality control checks for both incoming materials (such as raw gas feed to our reactors) and 
finished products are in compliance with international standards and licensors’ method statements. 

Value-added Services 
As part of our value-added services for our customers, our Plastic Technical Centre (“PTC”) in Malaysia and Technical Services Center 
in Indonesia provide comprehensive support to customers on product applications and development, production consultancy and 
technical trainings throughout the year. Some of the key achievements by PTC in FY 2018 are as follows: 
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Theme 1: Realising Shared Values 

Additionally, PTC has developed a total of 75 product grades 
with enhanced mechanical properties, ensures users’ safety 
and saves energy during production. Examples of our key 
accomplishments are highlighted as below: 

(i) In streamlining our operational efficiency to ensure 
sustainable manufacturing, we achieved notable 
reductions in our consumption of natural and 
manufactured resources, increased cost savings 
and mitigated impacts to the environment. This is 
demonstrated by the increase in the plant utilisation 
rate (83%) and steam recycling (100%), as well as 
enhanced efficiency in the utilisation of hydrogen 
and methane gases in our production process, 
which translates to better margins for our products.

(ii) Prevented unscheduled plant shutdowns and 
untoward safety incidents. 

(i) The benefits of sustainable manufacturing were 
extended to our customers, as they are able to 
strengthen their capabilities through product 
innovation, technical expertise and capacity 
building. 

(ii) Enhanced the company’s reputation and 
our competitive advantage as a sustainable 
manufacturer in the region – this would translate 
into better financial returns for the company.

(iii) Ensured end-users’ safety and health and enhance 
their confidence in the products manufactured.

In the short and medium term, we will continue to 
innovate and to prioritise productivity improvements 
and cost optimisation in our operations through 
strategic enhancement initiatives and investing in new 
infrastructures and innovative technologies.

Superb high clarity PP
Designed and formulated 
to address health concerns 
associated with Bisphenol A 
(“BPA”) and complies with the US 
Food and Drug Administration’s 
(“FDA”) criteria for safe food 
contact applications.

Fast cycle time thin wall 
injection moulding grade
Designed using the latest 
nucleating agent to promote 
faster crystallisation for higher 
production yield, offering 
competitive advantage in cost 
savings.

Medium Density PE used to 
produce geomembranes
Offers excellent mechanical 
properties such as resistance 
to cracks from environmental 
stress and low gas or moisture 
permeability. It is widely used 
to manufacture geomembrane 
sheets incorporated into 
containment structures for various 
applications such as mining, 
irrigation, potable water carriers 
and hazardous waste containers. 

Energy-saving Clarified PP 
Meets the US FDA’s criteria for 
safe food contact applications, 
saves energy during fabrication 
processes and offers potential 
productivity improvements of 5% 
to 10%. 

Output 

Outcome – Value Created for our Business and 
Stakeholders 

Future Outlook
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CUSTOMER VALUE CREATION

Theme 1: Realising Shared Values 

Social and 
Relationship Capital 
Strong relationships with 
our customers based on 
trust and ethical business 
practices. 

Skilled Talent
A highly qualified and 
dedicated sales and 
marketing team to ensure we 
go the extra mile to exceed 
customers’ expectations.

Key Inputs
Our Six-Pronged Growth 
Strategy

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities

Pursue value-accretive 
organic growth through 
strategic new plant 
additions

Customer Engagement Initiatives
We engage with our customers and listen 
to their needs through regular visits to our 
customers’ operation sites and by hosting 
annual gatherings for key customers. We strive 
to address all technical issues and provide the 
latest market insights to ensure they are kept 
up-to-date on new technologies, products 
and services. 

Our team has consistently responded to the 
inquiries of our customers within one working 
day, despite our target of three working days.

We participated in regional and international 
conferences and events such as the Asia 
Petrochemical Industry Conference, the 
Ministry of Industry and International Trade’s 
Plastic and Rubber Exhibition, the Plastics & 
Rubber Indonesia 2018, the ChinaPlas 2018 
Exhibit, as well as Indoplas, Indopack and 
Indoprint 2018 events. 

Customer Satisfaction Survey
Annual Customer Satisfaction Survey is 
organised with our major domestic and 
export customers to gather feedback on their 
experience covering areas such as product 
quality, technical support, supply reliability, 
product development, as well as timely 
response and communication. 

Customer partnership is at the heart of our business ethos. More than just “customers first” and 
“service excellence”, our customer partnership approach is grounded on the belief that customers are 
the foundation of our success and together, we develop long-term partnerships that create synergies 
of knowledge, values to ensure sustainable growth. 

Contribution to the  
United Nations Sustainable 
Development Goals:

Mitigating risks

 Competition



61Lotte Chemical Titan Holding Berhad

O
U

R
 L

E
A

D
E

R
S

H
IP

 T
E

A
M

O
U

R
 C

O
M

M
IT

M
E

N
T

 T
O

 G
O

O
D

C
O

R
P

O
R

A
T

E
 G

O
V

E
R

N
A

N
C

E
A

D
D

IT
IO

N
A

L
 I

N
F

O
R

M
A

T
IO

N
O

U
R

 “
V

A
L

U
E

 C
R

E
A

T
IO

N
” 

P
R

O
C

E
S

S

Integrated Annual Report 2018

Theme 1: Realising Shared Values 

Year 2016

Year 2016

Year 2017

Year 2017

Year 2018

Year 2018

Target

Target

Actual

Actual

Malaysia

Indonesia

(i)  Received feedback reflecting high customer 
satisfaction through consistent efforts in responding 
to customers' enquiries, as we consistently work 
towards achieving our target.

(ii)  Gained the trust of our customers. 

(iii) Increased our market presence at the regional and 
international levels through active participation in 
high-profile industry events.

(i)  Fostered strong relationships with our customers 
based on mutual growth, partnership and delivering 
exceptional customer value.

(ii) Penetrated new markets and grew our customer 
base in existing markets.

We recognise the importance of upholding our 
customer-partnership approach to foster fruitful 
relationships with our clients based on mutual growth, 
trust and our ability to deliver exceptional customer 
value. 

We will continuously seek ways to understand our 
customers’ needs and address their expectations, as we 
anticipate and adapt to new challenges in the industry. 

Output

Outcome – Value Created for our Business and 
Stakeholders 

Future Outlook

The views gathered from the surveys are discussed and 
evaluated internally. The relevant departments are tasked 
with ensuring improvements are implemented as per the 
survey findings. 

To maintain the trust and loyalty we gained from our 
customers, plans are underway to strengthen our relationship 
with clients in PTC and to introduce new products.

* The customer satisfaction survey in Indonesia operating entity is currently 
on-going. The results will be disclosed in the next report.

Overall Customer satisfaction rating (%)

>90%

>90%

>90%

>90%

>90%

>90%

100%

93%

100%

94%

99%

In progress*
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Financial Capital
Our capital investment focus 
in the near and medium term 
is to develop our integrated 
petrochemical production facility 
in Indonesia. 

In FY 2018, we invested an 
estimated amount of RM483.7 
million in property, plant and 
equipment primarily for the 
PP3 Project and LINE Project in 
Indonesia.

Skilled Talent
A multi-disciplinary team to ensure 
project feasibility and scheduled 
completion of our expansion plan.

An experienced Board and 
Management committee to 
oversee our expansion progress.

Resources
Utilise various resources (such as 
regulatory policies, guidelines) 
to guide us in expanding our 
business.

Social and Relationship 
Capital
Good relationship with all 
stakeholders including the 
government, business partners, 
suppliers, customers and the 
communities in which we operate.

Key Inputs
Our Six-Pronged Growth 
Strategy

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities

Project Committee 
Our dedicated project committee is tasked 
with monitoring political, economic and 
legislative conditions across the globe; 
review expansion plans; track delivery 
milestones; and ensure the implementation 
of appropriate procurement and project 
management strategies to mitigate potential 
cost and delivery risks. 

Our multi-disciplinary team is responsible 
for the careful evaluation of our expansion 
plans by incorporating extensive feasibility, 
technical and engineering considerations 
into our criteria. Overall project progress is 
reported to the Management and the Board 
for supervision and guidance. 

Expansion Capability 
In developing our capability, we leverage 
on the expertise and resources of our 
parent company, LCC, in areas including 
project management, technical know-how, 
knowledge transfer, as well as assessment 
of our existing infrastructures for process 
improvements and upgrading. Additionally, 
we actively pursue opportunities to expand 
our presence in high potential markets (e.g. 
the US and Indonesia via our LINE Project 
and LC USA Shale Gas Project). To-date, our 
investment projects remain well on track.

In today’s competitive petrochemicals industry, we place an emphasis on strategising our long term 
viability by identifying opportunities to expand our business activities and create long-term value for 
our stakeholders. In achieving this, we keep abreast of new potential markets, regulatory developments 
and technology advancements to support our strategic investment process. 

Theme 1: Realising Shared Values 

BUSINESS DEVELOPMENT

Pursue value-accretive 
organic growth through 
strategic new plant 
additions

Reinforce financial strength 
and maintain through-the-
cycle resilience

Pursue inorganic growth 
through selective M&A 
opportunities

Contribution to the  
United Nations Sustainable 
Development Goals:

Mitigating risks

 Trade War

 Competition 

 Business Expansion
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(i) Grew our customer base in SEA, particularly in Indonesia, 
with the development and diversification of new value-add 
downstream products, while filling the supply gap due to a 
reduction of US exports into China. 

(ii) Further synergised production capability to improve cost 
optimisation.

(iii) Mitigated investment risks through a thoroughly evaluated 
expansion plan.

(iv) Upon completion of the LINE Project by year 2023, we will 
be able to reduce our reliance on external suppliers, while 
minimising our exposure to fluctuations in feedstock prices. 

(i)  Reinforced shareholders’ and investors’ confidence in our 
growth prospects.

(ii) Strengthened our production capacity and diversify our 
product portfolio.

(iii) Increased market share within the Malaysia, Indonesia, China 
and Southeast Asia markets. 

(iv) Enhanced the socio-economic well-being of the local 
community by creating new employment opportunities and 
spillover benefits to the local supply chain through local 
procurement.

In the short to medium term, we are committed to successfully 
complete our LINE Project and reinforce our position as the Top 
Tier Petrochemical Company in SEA by 2024. 

Concurrently, we seek to increase our customer base and 
penetrate new markets in SEA, specifically in Indonesia and other 
emerging Asian markets. 

With regards to our products, we will ensure our pricing continues 
to be cost-competitive as we improve our operational efficiency 
and broaden our product offerings to cater to market demand.

Output

Outcome – Value Created for our Business and Stakeholders 

Future Outlook

Theme 1: Realising Shared Values 

New Integrated Petrochemical Complex in 
Indonesia
In December 2018, a groundbreaking ceremony 
was held for the construction of our naphtha 
cracking plant in Merak, Indonesia, with an 
invested capital of at least USD3.5 billion. Upon 
completion, we will have naphtha cracking 
facilities to produce petrochemical products 
including ethylene - a raw material used to 
manufacture plastics, chemical fibers and other 
petrochemical derivatives. The new naphtha 
cracking facility will also fulfill ethylene feedstock 
requirement for our existing plants in Indonesia 
and reduce reliance on external suppliers. The 
plant which is built on about 247 acres of land, 
will be able to produce up to 1 million tonnes of 
ethylene and other downstream petrochemical 
products annually. 

Newly Commissioned Polypropylene Plant
Commenced operations for our third 
polypropylene production plant, PP3, in Pasir 
Gudang, Malaysia, in September 2018. The plant 
has a capacity of 200 KTA and will cater for both 
the domestic and export markets. Construction of 
PP3 began in March 2017 and completed in June 
2018. Polypropylene is a thermoplastic polymer 
used by our customers to fabricate a wide variety 
of products including automotive parts, medical 
equipment and woven bags.
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REGULATORY COMPLIANCE

Theme 1: Realising Shared Values 

Key Inputs
Our Six-Pronged Growth 
Strategy

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities

Regulatory compliance remains at the forefront of all our business activities. We adhere to local laws, 
policies and regulations and understand its pivotal role in ensuring business continuity and sustainability. 
Our Business Ethics and Code of Conduct (“BECOC”) is a reflection of our commitment to comply with all 
applicable laws and regulations. LCT’s Management is responsible for its implementation and employees 
at all levels are expected to uphold and promote them.

Social and 
Relationship Capital 
Good relationship with all 
stakeholders including the 
government, regulators, 
suppliers, customers and the 
communities in which we 
operate. 

Resources
Utilise various regulatory 
policies, guidelines and 
accreditations to validate, 
support and guide our 
approach to ensure 
regulatory compliance.

Commitment to corporate 
governance and EHS 
initiatives

Contribution to the  
United Nations Sustainable 
Development Goals:

Our Legal Team is charged with the 
responsibility to monitor material changes to 
the regulatory framework which may impact 
business operations in the countries where 
we operate, and to assist the Company to 
comply accordingly. 

BECOC and Whistleblower Policy
Our BECOC sets forth the fundamental policies 
and procedures which are applicable to all 
employees and clearly defines acceptable 
practices within the Company. In March 2018, 
we updated our BECOC in view of the listed 
status of the Company.

Our Whistleblower Policy allows for a 
complainant to approach their direct 
supervisor, our Compliance Officer or the 
President & CEO on any regulatory and ethical 
breaches.

Mitigating risks

 Compliance - 
Environmental, Health and 
Safety

 License Renewal
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Theme 1: Realising Shared Values 

Compliance Framework and Monitoring System
During the year, we established a quarterly 
compliance review and a business compliance 
process to be implemented across all departments 
and supporting business functions of the Company 
with the aim to reinforce accountability, to highlight 
potential compliance risks and to inculcate a strong 
compliance culture, as part of the Company’s 
Compliance Framework. 

On top of that, we set up a related party transaction 
monitoring system and trained relevant employees 
to supervise related party transactions according 
to provisions under the Bursa Malaysia Listing 
Requirements. The training also helped to create 
awareness and to ensure compliance at all times. 

(i) A well-governed company with ethical and effective 
leadership that foster transparent and open culture.

(ii) Minimising LCT's compliance risks and potential financial 
loss (in the form of penalties and fines).

(i)  Developed trust and positive relationships with all our 
stakeholders, particularly the regulators, customers, 
employees, suppliers and communities.

(ii)  Upheld the Company’s reputation as a reliable and ethical 
business entity.

In the short and medium term, we work to perform internal 
reviews and seek external advice as part of efforts to strengthen 
our regulatory culture.

Output

Outcome – Value Created for our Business and Stakeholders 

Future Outlook
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Financial Capital
Invested approximately 
USD222,000 (RM932,400) 
in new software and 
information technology 
(“IT”) systems during the year 
to reinforce data security. 

Technology/ 
Equipment 
Advanced IT architecture 
to ensure our Company’s 
systems and information 
assets remain safe and 
secure.

Skilled Talent
A team of highly skilled 
IT professionals to 
implement our centralised 
IT architecture to ensure 
information security across 
the Group.

Resources
Utilise various regulatory 
policies, guidelines and 
accreditations to validate, 
support and guide our 
approach to manage data 
privacy.

Key Inputs
Our Six-Pronged Growth 
Strategy

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities

Centralised IT Function
Our data privacy, security processes and 
systems are supervised by a centralised 
IT Security Committee established by our 
parent company, LCC. The security of our 
data is governed by LCC’s Group IT Policy 
and implemented via a standardised IT 
infrastructure across the Malaysia and 
Indonesia operating sites. 

IT Security System and Infrastructures 
Our sophisticated IT security system includes 
firewalls, back-up processes, antivirus software 
and access protection, encryption system, as 
well as spam and virus filter systems to sieve 
malicious emails and software viruses. We 
have also set up a disaster recovery site that 
is supported by real-time replication for our 
critical servers. 

In FY 2018, we incorporated additional 
measures such as Data Loss Prevention and 
pre-resignation security checks to manage 
proprietary data and prevent potential 
intelligence leakage. We also implemented a 
Digital Rights Management system for data 
access control across our premises in Malaysia 
and Indonesia. 

DATA SECURITY AND PROTECTION 

Fortifying our IT systems not only safeguards the integrity of our production and logistics processes, 
but is also a measure of good governance. Ensuring our systems’ security is imperative to ensure no 
data is lost or manipulated to protect our process safety, privacy and the accuracy of our financial 
reporting at all times.

Theme 1: Realising Shared Values 

Commitment to corporate 
governance and EHS 
initiatives

Contribution to the  
United Nations Sustainable 
Development Goals:

Mitigating risks

 Cybersecurity
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Theme 1: Realising Shared Values 

IT Audit and Inspections
IT-related risk management is conducted under LCC’s group-
wide regulations, accompanied by the necessary internal 
controls. The systems used for information security are 
constantly tested, updated and upgraded where necessary. 
IT audit and inspections are conducted annually together 
with inventory checks for both software and hardware assets. 

Data Privacy Awareness Training and Confidentiality 
Pledge
All employees are required to sign an Information Security 
Confidentiality Pledge upon employment. Our employees 
undergo IT security trainings on top of monthly and quarterly 
newsletters which provide updates on information privacy 
and data protection. 

(i)  As a result of comprehensive IT security measures 
taken, no cybersecurity breaches or incidents were 
reported throughout the year.

(ii)  Ethical use of technology and information, thus 
preventing potential intelligence leakage.

(i)  Built trust and confidence with our stakeholders 
including regulators, customers, employees and 
suppliers.

(ii)  Maintained the Company’s reputation as a reliable 
and ethical business entity.

(iii)  Protected the integrity of our business activities and 
practices and complied with prevailing legal and 
regulatory requirements. 

In the short and medium term, we will continue to 
strengthen our IT systems and infrastructure to ensure 
the information belonging to the Company and our 
stakeholders are secure and well protected. 

Output 

Outcome – Value Created for our Business and 
Stakeholders 

Future Outlook
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SUSTAINABLE SUPPLY CHAIN MANAGEMENT

Theme 1: Realising Shared Values 

Financial Capital
Spent more than 60% of 
procurement expenditure 
on local suppliers across 
both Malaysia and Indonesia 
operations.

Skilled Talent
A team of highly qualified 
employees with a deep 
understanding in managing 
supply risks via demand 
forecast and margin 
impact assessment, while 
conforming to sustainable 
sourcing.

Social and 
Relationship Capital 
Good relationship with all 
our suppliers and vendors 
based on the values of 
transparency, ethics and 
social responsibility.

Resources
Utilise various regulatory 
policies and guidelines 
to guide our approach to 
ensure sustainable supply 
chain.

Key Inputs
Our Six-Pronged Growth 
Strategy

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities

Our BECOC outlines the policies and 
procedures that guide our relationship 
with our suppliers and vendors covering 
compliance with policies relating to human 
rights, labour practices, social standards and 
anti-corruption, in addition to environmental 
protection. 

Ensuring Reliable and Secure Feedstock 
Supply
Feedstock supply (i.e. ethylene and naphtha) 
is one of the most critical aspects of our supply 
chain. Among the initiatives undertaken to 
protect our feedstock supply at the most 
cost-competitive rate include balancing 
our procurement structure comprising spot 
pricing (for short-term price advantage) and 
long-term supply contracts at pre-determined 
pricing formula, which is based on prevailing 
market price. On top of that, we also spread 
out price counting to minimise the impact of 
market volatility. 

Supplier Assessment and Evaluation
Our Strategic Sourcing Model is driven not 
only by economic criterion (i.e. price), but 
also by established environmental, social and 
governance standards. Over the last three 
years, more than 95% of our suppliers meet 
our comprehensive sourcing requirements. 
For instance, suppliers for our Indonesia 
operations are assessed based on Indonesia’s 
Programme for Pollution Control, Evaluation, 
and Rating (“PROPER”). 

Reinforce financial strength 
and maintain through-the-
cycle resilience

Environmentally and socially responsible procurement is crucial to our supply chain management. 
This is a new initiative we have in place as we aspire to associate with suppliers/third-party service 
providers who practice responsible social and environmental stewardship within the communities 
they operate in.

Continuous initiatives 
to improve operating 
efficiencies and increase 
cost savings

Contribution to the  
United Nations Sustainable 
Development Goals:

Mitigating risks

 Cyclicality and Fluctuations 
in crude oil prices

 Feedstock - supply and 
prices

 Exchange Rate Fluctuations
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Theme 1: Realising Shared Values 

(i)  Ensured the cost-effectiveness of our supplies from local 
vendors, which are vulnerable to the cyclicality of the 
petrochemical industry and fluctuations in crude oil prices.

(ii)  Established diversified sourcing to prevent over-dependence 
on a single supplier.

(iii)  Mitigated operational risks due to disrupted or limited 
supply. 

(iv) Compliance with all policies and regulations.

(i)  Optimised production cost by minimising our exposure to 
volatile feedstock prices. 

(ii)  Contribute indirectly to the government's and regulator's 
aspiration in developing the local supply chain. In the 
process, we built strong relationships with external 
stakeholders including business and community leaders, 
and the government.

(iii)  Protected the Company’s reputation and brand value.

In the coming years, our Malaysia operations is looking to broaden 
the environmental compliance criteria in our supplier evaluation 
process. We will conduct more frequent supplier visits and 
performance audits to further understand their environmental 
and social responsibility practices. 

For our operations in Indonesia, we will be sourcing for a three-
year warehousing and logistics arrangement with a local service 
provider to provide reliable end-product transportation to cater 
to our growing customer base in the country. 

Output

Outcome – Value Created for our Business and Stakeholders 

Future Outlook

A colour-coded rating scheme is developed under 
PROPER to grade factories’ performance against 
established regulatory standards. We do not 
engage suppliers who are rated “red” or “black” as it 
demonstrates limited compliance or non-compliance 
with environmental regulations. 

Prioritising Local Procurement
We promote local procurement by purchasing from 
established and sustainable local suppliers in both 
our Malaysia and Indonesia operating sites. Over 
the past three years, our total procurement from 
local suppliers across our Malaysia and Indonesia 
operations is well-maintained at more than 60%.

Regular Engagements
We maintain good relationships with different 
suppliers by inviting them to attend our safety 
trainings and meetings. Conversely, we attend 
trainings conducted by them. We conduct regular 
visits to our suppliers’ operation sites which allow us 
the opportunity to gather direct inputs from them.
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Theme 2: Redefining Business in Society 

ENVIRONMENTAL MANAGEMENT

Committed to creating long-term value for our stakeholders, we hold dear to our promise of delivering 
sustainable development by minimising our environmental footprint and taking effective steps to 
improve our environs for the well-being of our current and future generations. 

Financial Capital
Invested approximately RM7.3 million 
to invest in new environmental 
technologies and management 
systems for compliance, performance 
monitoring and environmental 
controls.

Manufactured Capital 
Rely on existing machinery, tools and 
systems to mitigate, monitor and 
manage our environmental impacts.

Resources 
Utilise natural resources such as 
water and natural gas efficiently in 
our manufacturing operations. This 
includes utilise various environmental 
regulatory policies, guidelines and 
accreditations to validate, support and 
guide our approach to environmental 
sustainability management.

Skilled Talent 
A team of well-trained and experienced 
employees from various backgrounds, 
including EHS, plant engineers, legal, 
compliance and audit to carry out 
continuous environmental monitoring, 
compliance and improvements 
measures. 

Key Inputs
Our Six-Pronged 
Growth Strategy

Contribution 
to the United 
Nations 
Sustainable 
Development 
Goals:

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities

Our environmental sustainability measures 
are guided by the self-regulation approach, 
endorsed by the Department of Environment 
(“DOE”), namely, the Environmental 
Mainstreaming Tools by DOE and the Safety 
Health and Environment Objectives and 
Management Programs.

Awareness Training Programme
Regular environmental-related training 
sessions are provided to all employees to 
instill awareness and develop competency 
in environmental sustainability. We rely 
on established policies and guidelines, 
equipment and process controls to mitigate 
impacts to our neighbouring communities. 
It is mandatory for all new recruits in LCT to 
participate in OHSE training, which forms part 
of their employment orientation programme. 

We are awarded the ISO 14001 certification, 
which validates the internationally-
benchmarked Environmental Management 
System that is employed at our operation 
sites. 

Air Emissions Management
We acknowledge the importance of 
monitoring our air emissions to ensure 
that they are within acceptable limits as we 
continuously seek ways to improve our air 
quality. We adopted the latest technology 
which utilises empirical method to monitor air 
emissions, known as the Predictive Emission 
Monitoring System (“PEMS”). PEMS is an 
upgrade from the 24-hour online monitoring 
system known as the Continuous Emission 
Monitoring System installed at our boilers. 

Commitment 
to corporate 
governance and 
EHS initiatives

Mitigating risks

 Compliance - 
Environmental, 
Health and 
Safety
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This monitoring system is directly connected to DOE’s online monitoring system to ensure transparency of our emissions.

Internally, we perform periodic inspections and assessments on our equipment to ensure our emissions are within acceptable 
regulatory thresholds. This is reinforced by quarterly flue gas emissions monitoring and isokinetic tests on our boilers that is 
carried out by a third-party laboratory accredited by Skim Akreditasi Makmal Malaysia (“SAMM”). 

Additionally, we carry out Voluntary Leak Detection and Repair (“LDAR”) programme at our plants to prevent fugitive 
emissions. This is implemented in conjunction with odour, noise and vibration monitoring within a stipulated 5 km radius 
from our facility.

In FY 2018, we had invested RM3.3 million to install the Volatile Organic Compounds (“VOCs”) Gas Chromatography (“GC”) 
Monitoring System at our production facility. As guided by DOE, the system was installed at four critical locations within our 
Pasir Gudang site and another was installed at the nearest sensitive receptor. The system will enhance the monitoring of 
minute VOC levels (accuracy of up to ‘parts per billion’) compared to the common existing system that measures up to ‘parts 
per million’. The GC system monitors seven emission gasses 24 hours a day, every day. Actual monitoring results are accessible 
to LCT and DOE. 

With this system, we will be able to configure the gas dispersions at our plants and learn about its potential hazards. These 
are then compiled and submitted to DOE by a third-party consultant licensed under DOE’s Subject Matter License in Air 
Pollution. Additionally, our Indonesia operations upgraded its vaporiser and refrigerant equipment during the year to reduce 
air emissions. The charts on page 73 illustrate our air emissions performance over the last three years. 

Theme 2: Redefining Business in Society
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Theme 2: Redefining Business in Society

ENVIRONMENTAL MANAGEMENT

Our Strategic Enablers – Mitigating Risks and Materialising our Opportunities (cont'd)

Water Management
Recognising the global issue on increasing water scarcity, we take special care to ensure our operations’ water consumption is carried 
out responsibly by closely monitoring usage levels at each of our plants through meters installed at water inlets. We implement 
water reduction initiatives and are constantly on the lookout for water recycling opportunities. 

We conduct water compliance monitoring (known as Downstream Monitoring) and water performance monitoring (known as 
Upstream Monitoring) at key Waste Water Treatment Plant (“WWTP”) components before treated water is discharged from the 
complex. These measures are recognised as Proactive Monitoring to ensure the effectiveness of our wastewater treatment process 
for effluent discharge compliance. 

Our Indonesia operations also began initiatives to check and replace corroded water pipes within our premises. This initiative will 
continue in year 2019. The diagram on page 74 presents our water consumption across three years.

Energy Management
We acknowledge that power generation is a factor of carbon emissions. Concerted steps are taken to manage our energy 
consumption, not only to minimise our carbon footprint but also to reduce our electricity cost. 

This is carried out by replacing all lights at our Tanjung Langsat, Johor, site with energy-saving light-emitting diode LED lights. We 
also installed a Variable Speed Drive for our water cooling pumps at our Merak, Indonesia site to reduce energy consumption and 
improve chilled-water temperature stability. We also utilise a low Global Warming Potential (“GWP”) refrigerant for our vaporiser 
system and replace ageing equipment with new ones to enhance energy efficiency. Using a low GWP refrigerant directly mitigates 
hydrofluorocarbon emissions, which is more effective in battling climate change than reducing carbon dioxide emissions alone. 
Our electricity consumption is illustrated on page 75. Further efforts would be taken to improve energy consumption in both 
Malaysia and Indonesia sites.

Waste Management
We strive to manage our wastes and effluents to comply with regulatory requirements, while continuously monitoring and tracking 
its source to ensure that waste generation is reduced to the lowest level possible. We go the extra mile to educate our employees 
on waste mitigation practices to reduce the amount of wastes generated at our premises.
 
Waste shelters are installed to provide proper storage for scheduled wastes at our plants. Additionally, our Electronic Scheduled 
Waste Information System (“eSWIS”) tracks our scheduled waste management performance at our Malaysian plants. These reports 
are submitted to the DOE on a monthly basis. 

Plant water and stormwater runoffs from our ethylene plants are treated at our WWTP prior to discharge. The water treatment 
process consists of oil separation, coagulation, air flotation, aeration and sludge separation. Wastewater analysis on treated water 
is performed daily by our employees and the results are submitted to the DOE on a monthly basis. We operate a biological-based 
WWTP to ensure systematic control of water pollutants. A SAMM-accredited laboratory is commissioned to carry out water analysis 
on a weekly basis to ensure that water quality is within regulatory acceptable levels.

To raise safety awareness, we provide training upon recruitment to our plant employees on proper waste material handling. 
Refresher courses are undertaken throughout their employment to reinforce safety competency. 

These are among the measures diligently carried out by all employees in the Group to uphold our commitment towards sustainable 
waste management. The diagram on page 76 presents our waste generation across three years.



73Lotte Chemical Titan Holding Berhad

O
U

R
 L

E
A

D
E

R
S

H
IP

 T
E

A
M

O
U

R
 C

O
M

M
IT

M
E

N
T

 T
O

 G
O

O
D

C
O

R
P

O
R

A
T

E
 G

O
V

E
R

N
A

N
C

E
A

D
D

IT
IO

N
A

L
 I

N
F

O
R

M
A

T
IO

N
O

U
R

 “
V

A
L

U
E

 C
R

E
A

T
IO

N
” 

P
R

O
C

E
S

S

Integrated Annual Report 2018

Theme 2: Redefining Business in Society

Air emissions 
Diagrams below illustrates our air emissions across three years. We constantly monitor our emissions to ensure they are within 
acceptable limits set by the authorities. No breach in regulatory emission limits is recorded to-date.

Output

Dust emissions (Average)

2018 2018

2017 2017

2016 20160.028 0.000103

0.027 0.000089

0.145 0.000080

0 00.03 0.06 0.09 0.12 0.15 0.18 0.00005

Dust - Malaysia operating entitles (g/Nm3) Dust - Indonesia operating entitles (g/Nm3)

0.0001 0.00015

SOx emissions (Average)

2018 2018

2017 2017

2016 20160.008 0.078

0.006 0.027

0.012 0.049

0 00.005 0.010 0.020.015 0.04 0.06

SOx - Malaysia operating entitles (g/Nm3) SOx - Indonesia operating entitles (g/Nm3)

0.08 0.10

NOx emissions (Average)

2018 2018

2017 2017

2016 20160.003 0.213

0.008 0.178

0.001 0.294

0 00.005 0.05 0.010.010 0.015 0.02 0.0250.015 0.03

NOx - Malaysia operating entitles (g/Nm3) NOx - Indonesia operating entitles (g/Nm3)

0.035

CO2 emissions (Average)

2018 2018

2017 2017

2016 20162.306 0.008

1.753 0.007

2.000 0.015

0 00.500 0.0021.000 0.0041.500 0.0062.000 0.0082.500 0.01 0.012

CO2 - Malaysia operating entitles (g/Nm3) CO2 - Indonesia operating entitles (g/Nm3)

0.014 0.016

Regulatory limit (g/ Nm3)

Dust SOx NOx CO2

Malaysia 0.5 0.2 2 (no regulatory limit is prescribed)

Indonesia 0.00023 0.25 0.3 0.1

Notes:
SOx - Sulphur Oxides.
NOx - Nitrogen Oxides.
CO2 - Carbon Dioxides.



74 Lotte Chemical Titan Holding BerhadIntegrated Annual Report 2018

Theme 2: Redefining Business in Society

ENVIRONMENTAL MANAGEMENT

Output (cont'd)

2018

2018

2017

2017

2016

2016

11.8 million

77 thousand

12.1 million

78 thousand

13.8 million

78 thousand

0

0

2,000,000

70,000

4,000,000

72,000

6,000,000

74,000

8,000,000

76,000

10,000,000

78,000

12,000,000

80,000

14,000,000 16,000,000

2018

2017

2016 329 thousand

253 thousand

175 thousand

0 50,000 100,000 150,000 200,000 250,000 300,000

Malaysia Operating Entities (m3) * Consumption data is based on SAP

Indonesia Operating Entities (m3)

350,000

Water Recycling (m3)

Pasir Gudang

Water Management
As shown in the Diagrams below, the increase in water consumption over the years is due to the addition of new plants (i.e PP3 & 
FNC) and the OCU plant being restarted.
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Theme 2: Redefining Business in Society

Energy Management
As presented in the diagrams below, total electricity consumption increased at our Malaysia operating sites by 23%, in 
comparison to year 2017. This is primarily due to a year-to-year increase in our production volume by 36%. We seek to further 
enhance our plants’ energy efficiency by identifying obsolete machinery, tools and equipment which could be retrofitted to 
reduce total energy consumption. 

As shown in the chart below the total electricity intensity at our Malaysian and Indonesian sites went down year-on-year by 
11% in year 2018.

200,000,000 400,000,000 600,000,000 800,000,000

2018

2018

2017

2017

2016

2016

677 million

214 million

660 million

210 million

812 million

191 million

0

Electricity Comsumption (kWh) * Consumption data is based on SAP

Indonesia Operating Entities

Malaysia Operating Entities

2018 2018

2017 2017

2016 2016287 621

352 624

318 624

Electricity Intensity (kWh per unit tonne)

Malaysia operating site Indonesia site

50 100100 200150 300200 400250 500300 600350 400 7000 0
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Theme 2: Redefining Business in Society

ENVIRONMENTAL MANAGEMENT

Output (cont'd)

Solvent Waste Oil

2018

2017

2016

21.7 11.4

62.9 5.2

56.7 2.4

61.1 8.1

54.9 6.5

82.6 8.3

0 010 220 430 640 850 1060 1270 80

Malaysia sites (tonne) Indonesia sites (tonne)

Waste Management
As shown in the Diagrams below, the waste oil generated at our Malaysia 
operating sites went down by 66% in year 2018. Conversely, solvent generated 
at our Indonesia operating sites increased in year 2018, attributed to solvent 
replacement to improve extraction efficiency. By replacing the solvent, 
we achieve higher extraction efficiency during the production process at a 
more stable and optimum condition. This will reduce the amount of solvent 
disposed in the future.

(i)  Upheld our reputation as a 
responsible corporate citizen 
and strengthened our social 
license to operate with our 
positive compliance track 
record, as a result of the 
comprehensive environmental 
mitigation measures employed. 

(ii)  Created a more sustainable 
operating environment for the 
benefit of all.

(iii) Fostered positive relationships 
with our stakeholders (e.g. 
regulators, customers, employees, 
local communities, etc.)

In the coming year, we will continue 
our Waste Water Treatment Plant 
(“WWTP”) upgrading efforts 
at our Malaysia site to further 
improve the effectiveness of our 
wastewater treatment process. As 
part of our ongoing initiatives, we 
will continue to strictly manage, 
and where possible, minimise our 
environmental impacts in accordance 
with regulatory requirements set by 
the authorities.

Outcome – Value Created for our 
Business and Stakeholders 

Future Outlook

Biochemical Oxygen 
Demand (“BOD”)

Chemical Oxygen 
Demand (“COD”)

Suspended 
Solids (“SS”)

2016 (mg/I)

0

20

40

60

80

23
.5

100

Malaysia 
sites

Indonesia 
sites

Malaysia 
sites

Indonesia 
sites

Malaysia 
sites

Indonesia 
sites

2017 (mg/I) 2018 (mg/I)

73
.5

22
.5

17
.4

35
.7

38
.0

21
.5

89
.0

19
.0

6.
4

13
.5

24
.0

19
.5

80
.5

23
.5

5.
0

9.
0

8.
0

Wastewater Analysis (mg/I)
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COMMUNITY DEVELOPMENT

Theme 2: Redefining Business in Society

Being a caring organisation, we are passionate about uplifting the well-being and the progressive 
development of our communities. “Grow with Society”, which encapsulates our parent company’s 
Corporate Social Responsibility (“CSR”) vision is at the centre of our social value creation, premised upon 
the values of Warmth, Humanity, and the Realisation of Dreams.

Financial Capital
Expenditure on corporate 
social responsibilities 
related programmes. 

Social and 
Relationship 
Capital 
Established and 
maintained a strong 
bond with the local 
communities.

Skilled Talent 
In addition to project 
committees for each CSR 
initiative, employees are 
welcomed to participate 
in all CSR activities as part 
of a healthy lifestyle and 
to give back to society.

Key Inputs
Our Six-Pronged 
Growth Strategy

Commitment 
to corporate 
governance and 
EHS initiatives

Our Strategic Enablers – Mitigating Risks and 
Materialising our Opportunities

Community investment initiatives constitute part of our 
promise to deliver long-term value to our stakeholders 
and the society. Through these programmes, we put 
into action our Company’s passion to advance the 
well-being and development of local communities 
by conserving the natural environment, promoting 
education, engaging in healthy activities and improving 
the livelihoods of those in need. Our Global Citizenship 
CSR strategy focuses on four pillars: People, Community, 
Education and Environment. 

Contribution 
to the United 
Nations 
Sustainable 
Development 
Goals:

Mitigating risks

 Compliance - 
Environmental, 
Health and 
Safety

Focus Area 1: Community

Upgrading Local Infrastructure 
We upgraded the infrastructure and amenities of local 
communities such as playgrounds and bus stops to enhance 
their living conditions. 

To promote healthy lifestyles among our staff and members 
of the community, we sponsored the Pasir Gudang November 
Run 2018, an event organised by Majlis Perbandaran Pasir 
Gudang (“MPPG”). 

We also sponsored the Pasir Gudang World Kite Festival 2018, 
an annual event organised by MPPG since 1995 with the 
cooperation of the Johor Tourism Department, the Johor Art 
and Culture Department and the Johor Kite Association. 

A total of 119 employees from our Malaysia operating sites 
took part in these activities.

Our Indonesia operations, participated in a community 
development programme (Usaha Mikro, Kecil dan Menengah 
binaan 2018) in a joint fund with Paguyuban CSR Merak 
and Bank Muamalah. This is to improve the productivity 
of the communities around us to ensure that they earn an 
independent income by obtaining additional business 
capital and business coaching. In 2018, we supported 12 
small businesses by coaching and evaluating their progress.
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Theme 2: Redefining Business in Society 

COMMUNITY DEVELOPMENT

Our Strategic Enablers – Mitigating Risks and Materialising our Opportunities (cont'd)

Focus Area 3: Environment

A lack of public knowledge and awareness on proper e-waste disposal 
among school students has prompted us to initiate an e-waste 
awareness campaign at three schools in Johor, Malaysia. It is expected 
that, once commenced, these campaigns will create amongst the 
school student on the importance of e-waste management and proper 
e-waste disposal channels.
 
As part of our environmental conservation efforts, we organised a river 
clean-up and mangrove replanting programme where we planted 
1,000 mangrove seedlings along the coast of Tanjung Piai, Johor. New 
mangrove trees will help restore the area’s mangrove forest, protect 
the coastline against erosion, safeguard the local community from 
strong waves and provide habitat for marine fauna. 

The mangrove planting initiative saw the participation of not only 
our employees, but also state Health, Environment and Agriculture 
Committee chairman, as well as representatives from the Johor 
National Parks Corporation and the Tanjung Piai Johor National Park.

In Indonesia, we supported a 30,000 EA trees planting initiative at 
the DLHK Banten Province. In addition, to raise awareness on the 
environment, we contributed towards the Environment Day, organised 
by the Mayor of Cilegon Office. This campaign focused on the uses of 
plastic through a traditional art competition which displays were made 
out of plastic, plastic recycled for daily uses and a plastic exhibit to 
inform the public of its uses.

Focus Area 2: People

Donations for the Needy and Disadvantaged
Every year, we provide financial assistance to families, 
orphanages and special education schools through our 
donation programme by carefully evaluating their conditions 
and needs. 

The evaluation process involves visits to the premises 
of shortlisted beneficiaries before determining the final 
beneficiaries of the programme. 

In Malaysia, 14 underprivileged families have benefitted from 
the donations programme, participated by 48 employees 
from our Malaysia sites. 

Donation for Fishermen Lelan
Fishermen are the backbone of Indonesia's economy. As 
we understand the importance of their role, our Indonesia 
operations donated to the Fishermen-HNSI (Himpunan 
Nelayan Seluruh Indonesia) to ensure that their boats receive 
repair. This is crucial to maintain their livelihood and safety 
during bad weather.
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Focus Area 4: Education 

We provided financial incentives to students from 
underprivileged homes for their academic achievements. 

The incentive will go towards assisting 100 primary 
students from 10 primary schools (10 students from 
each primary school) and 100 secondary students from 
10 secondary schools (10 students from each secondary 
school) in furthering their education.

We also supported two schools by sponsoring additional 
classes and funded a special needs school. Our 
contributions have benefitted 309 students. 

In Indonesia, we provided donations in the form of 
monetary and non-monetary contributions to schools 
by upgrading their facilities and providing a conducive 
learning environment for the students.

As recognition of our CSR excellence, LCT was awarded the CSR 
Best Practices Award at the 2018 CSR Award Ceremony & CSR 
Forum, which was held on 28 September 2018 at the Malaysia 
International Trade and Exhibition Centre, Kuala Lumpur. 

The award ceremony was jointly organised by the Ministry of 
International Trade and Industry, the Embassy of the Republic of 
Korea and the UN Global Compact Network Korea. 

(i)  Fostered trust and positive relationships with our 
stakeholders, particularly the regulators and local 
authorities, as we contribute to the aspiration of the local 
government to uplift the well-being of local communities 
and protect the environment. 

(ii)  Maintained the Company’s reputation as a responsible 
corporate citizen and reinforced our social license to 
operate within the local communities. 

In the coming year, we intend to collaborate with non-
governmental organisations to organise more CSR events, 
public awareness campaigns, activities on sustainable plastic 
management and to promote the 3Rs – Reuse, Reduce, and 
Recycle. 

Our Indonesia operations intend to rollout educational 
programmes on sustainable plastic management for students 
pursuing tertiary education in chemistry. 

Output 

Outcome – Value Created for our Business and 
Stakeholders 

Future Outlook

Theme 2: Redefining Business in Society
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Financial Capital
Invested about RM1 million 
to upgrade our firefighting 
system and purchased 
additional equipment to 
further strengthen our 
health and safety protocols 
during the year.

Technology/ 
Equipment 
Utilise existing OHS 
management system, 
equipment and tools to 
safeguard the health and 
safety of all stakeholders 
who access our business 
premises.

Skilled Talent
Our OHS Steering Council 
led by the Management, 
OHS team and all LCT staff 
who possess the relevant 
knowledge and skills 
required to manage and 
mitigate OHS-related risks 
within the workplace.

OCCUPATIONAL HEALTH AND SAFETY 

To ensure our employees return home in safety, we place occupational health and safety (“OHS”) 
measures at the core of our business. Our commitment to uphold the OHS standards is recognised 
when we were awarded with the OHSAS 18001 certification, an internationally recognised framework 
that identifies and mitigates OHS risks within the workplace.

Key Inputs
Our Six-Pronged 
Growth Strategy

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities

Governance – Management Team
We have in place a comprehensive Environment, Health 
& Safety (“EHS”) Policy which governs our OHS practices 
within our manufacturing facility. The implementation 
of our EHS Policy is supervised and managed by our 
Occupational Health, Safety and Environment (“OHSE”) 
Steering Council (“Council”). The Council, led by our top 
Management, comprises members of the Management 
team and employee representatives. Each operating 
entity and business unit is required to review and 
update their EHS practices on a regular basis (monthly 
and/or quarterly) including EHS procedures, training, 
assessment, awareness programmes and independent 
audit. Among the EHS initiatives carried out during the 
year include: 

Contribution to the  
United Nations 
Sustainable 
Development Goals:

Updated our Safety Data Sheets (“SDS”) 
on a regular basis to provide employees 
with the necessary information, guidance 
and training on the proper handling 
of chemicals and substances. The SDS 
is accessible online for our employees’ 
reference. 

Provided full-range Personal Protective 
Equipment (“PPE”) to each employee based 
on their work requirements.

Provided mandatory safety orientation 
course for employees and contractors to 
familiarise them with our EHS management 
system.

Conducted various training programmes 
and mandatory certifications for our 
Radiation Protection Officers and General 
OHSE Experts.

Upgraded our internationally recognised 
firefighting system that is equipped with 
a firefighting truck and emergency water 
storage tanks. 

Commitment to 
corporate governance 
and EHS initiatives

Mitigating risks

 Compliance - 
Environmental, 
Health and Safety
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Output

Theme 3: Recognising our Talent

Behavioural Based Safety Training Programme 
During the year, our Malaysia operating unit 
conducted a Behavioural Based Safety Training 
programme that focused on cultivating a proactive 
safety culture within our workplace. We also 
upgraded our firefighting system by installing wet 
risers and new hydrants at our production facilities to 
ensure emergency preparedness in the event of a fire.

OHS Performance Results 
During the year, five Lost Time Accident (“LTA”) 
incidents took place at our Malaysia operating sites 
compared with one in the previous year, while 
our Indonesia sites maintained its zero LTA record. 
This performance is unacceptable to us. Despite 
a reduction in the number of More Than First Aid 
(“MTFA”) incidents at our Malaysia operating sites in 
FY 2018, our Indonesia sites recorded an increase of 
one MTFA incident during the year.

The Management takes a serious view on OHS 
non-compliance at the workplace and specific 
target-oriented OSH improvement measures are 
implemented to ensure measurable results are 
achieved. 

(i) Following the increase in number of safety incidents recorded, our 
Malaysia operating sites commenced a root-cause analysis and 
discovered that the primary contributing factors stemmed from 
human errors such as a lack of attention and/or lapse of judgment and 
reasoning. Other factors which contributed to the malperformance 
include a lack of appropriate safety procedures and practices for 
employees. Following this, we established a five-year Safety Plan with 
the objective of improving overall OHS practices, in accordance with 
the internationally-benchmarked standards. 

(ii) We also launched the Safety Card Observation Programme to 
encourage employees to monitor and report Unsafe Acts and 
Unsafe Conditions by using a pocket-sized Safety Card. We further 
implemented process safety audits on our “Permit to Work” system 
and provided behavioral-based safety training and process safety 
awareness training for all our employees. Efforts were undertaken at 
every level to inculcate a sound OHS culture, while ensuring all our 
employees are well protected by instilling the necessary skills and 
OHS culture to prevent potential safety incidents. We seek to continue 
our efforts to create a zero-accident workplace. 

To ensure emergency preparedness, we 
organised spill, fire and explosion drills at 
our Pasir Gudang site in coordination with 
the Pasir Gudang Emergency Mutual Aid, 
the Fire and Rescue Department, the Police 
Department and the Johor State Health 
Department.

Established medical clinics at our 
operation sites which are manned by 
trained medical personnel. Ensured 
regular health checks for employees 
who may be exposed to potentially 
harmful materials.

Number of safety incidents recorded 

LTA MTFA

2018 20182017 20172016 2016

5 1 33 5 2 1 0 2

0

1

2

3

4

5

6

Indonesia Operating EntitiesMalaysia Operating Entities

(iii)  Our continuous initiatives to create a healthy and safe workplace 
have been recognised. In year 2017, our Malaysia operating entities 
participated in the Malaysian Society for Occupational Safety & 
Health’s (“MSOSH”) Occupational Safety & Health Awards and won 
five Gold Awards for outstanding performance in upholding health 
and occupational standards in our daily operations. Our Merak plant 
in Indonesia was awarded the Silver Award from the Ministry of 
Manpower of the Republic of Indonesia for excellence in implementing 
its Occupational Safety and Health Management System. 
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Output (cont'd)

(iv)  The table below summarises our OHS performance during the year against our targets: 

EHS Targets and Outcome for 2018

Objective Target Performance results - Year 2018 Improvement plans

1 To achieve excellent Safety & Health 
performance for all our operations. 

Malaysia 
Zero Loss-Time Accidents (“LTA”), Zero Occupational 
Illness and not more than one More Than First Aid 
(“MTFA”) incident.

Malaysia
5 LTA and 3 MTFA

Malaysia
• Commenced a root-cause analysis to determine the primary contributing factors. 
• Established a five-year Safety Plan with the objective of improving our overall safety practices, in 

accordance with the internationally-recognised safety standards. 
• Launched the Safety Card Observation Programme to encourage employees to monitor and report 

potential safety incidents by using a pocket-sized Safety Card. 
• Implemented Process safety audits on Permit to Work (“PTW”) system and provided behavioral-based 

safety training and process safety awareness training for all our employees. 

Indonesia
Zero Loss-Time Accidents (“LTA”), Zero Occupational 
Illness and not more than one More Than First Aid 
(“MTFA”) incident.

Indonesia
0 LTA and 1 MTFA

Indonesia
• Commenced a root-cause analysis to determine the primary contributing factors (Incident Investigation. 
• Conduct Safety Talk to all employee & contractor every week.
• Conduct Occupational, Health, Safety and Environment (“OHSE”) meeting and Management Audit 

every month. Submit OHSE report to government every 3 month. 
• Launched the Contractor Safety Management System (“CSMS”). 
• Implemented “un-safe action & un-safe condition” audit, system and provided behavioral-based safety 

training and process safety awareness training for all our employees & contractor.

2 To achieve excellent Environmental 
performance for all our operations.

Malaysia
Zero black smoke and/or accidental discharge.

Malaysia
1 black smoke incident & Zero accidental 
discharge

Malaysia
• Black smoke incident – Maintenance team has conducted all channel head bolting condition audit & 

rectification on those short and improper bolting condition on the exchanger channel head.
• Accidental discharge – we will upgrade the existing WWTP2 from standard B to standard A with higher 

capacity loading.

Indonesia
Blue Rank of PROPER. (comply with all parameters of 
government environmental regulations - water effluent, 
air emission, & hazards waste)

Indonesia
Achieved PROPER  Blue Rank

Indonesia
• Optimized domestic waste water treatment plan.
• Re-use cooling water system in coal boiler.

3 To improve on Process Safety Management 
(“PSM”) System.

Malaysia
Less than five Process Safety Incidents per year. 

Malaysia
3 Process Safety Incident

Malaysia
• Conduct PSM Training to Manufacturing Group B, C, & D. 
• Conduct PTW and Interlock by pass permit audit.

Indonesia
Silver award
Comply 80 – 85 % for advance category. 

Indonesia
Achieved Target: Silver award (81.32%) 

Indonesia
• Implemented mandatory OHS Management System pursuant to Government Regulation issued by 

Minister of Employment Republic Indonesia No: 50 year 2012.

4 To improve On-Site Security Performance. Malaysia
No Major Security Incident. (Target - 0 Minor and Major 
Case) 

Malaysia
1 minor case

Malaysia
• Upgraded perimeter fencing from Butadiene (“BD”) Plant to Cogeneration Plant with galvanized anti 

climb fence.
• Upgraded Pasir Gudang (“PG”) main entrance CCTV from analogue to digital. 
• Install Flap Barrier at Gate 6 for contractor controlling.
• Carried out Security Weekly Meeting with Security Service Company.
• Continued on Security Training Program.
• Hire the right people with competitive salary in order to reduce high turnover.

Indonesia
To maintain/protect security and assets of company 
from theft or criminals and demonstrations. 

Indonesia
4 minor cases 

Indonesia
• Additional number of Security.
• Additional number of CCTV.
• Optimized security patrol.

5 To achieve full compliance of legal and other 
requirements of government agencies.

Zero citation and/or court case. Target achieved N/A

6 To enhance safety awareness among all 
employees and contractors.

• Conduct safety training for employees. (target: 30 
sessions)

• Fire Watch training for contractor. (target: 6 sessions)

Target achieved N/A

7 To enhance emergency preparedness for 
manufacturing plants.

• Conduct fire drills. (target: more than three drills)
• Conduct preventive maintenance for fire safety 

equipment. (target: 80% completion)

Target achieved N/A
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Theme 3: Recognising our Talent

(i) Maintained positive relationship 
with our employees and 
stakeholders by continuously 
improving OHS practices and 
performance at the workplace, 
while meeting all OHS regulatory 
requirements.

(ii) Improved reputation as a 
responsible and ethical employer.

(iii) Nurtured an engaged workforce 
with high OHS awareness and 
skills, which in turn led to improved 
operational efficiency and mitigated 
compliance risk by ensuring the 
necessary preemptive measures 
such as trainings, programmes and 
OHS equipment were in place.

In addition to intensifying our OHS 
skills and awareness programmes, 
we intend to adopt the latest 
ISO 45001:2018 Occupational Health & 
Safety Management system to replacing 
our existing OHSAS 18001 system over 
the course of three years beginning in 
FY 2019 with the goal of reducing OHS-
related injuries within the workplace.

The latest ISO 45001 standard represents 
the global step towards ensuring even 
higher safety standards. 

Internally, we work to upgrade our OHS 
management system by adopting the 
Process Safety Management (“PSM”) 
system to be carried out by an external 
consultant to provide an independent 
review and recommendations that will 
further improve our existing process 
safety measures. 

The PSM is a safety standard published 
by the US Occupational Safety and 
Health Administration, mainly applies to 
manufacturing industries.

Outcome – Value Created for our 
Business and Stakeholders 

Future Outlook

EHS Targets and Outcome for 2018

Objective Target Performance results - Year 2018 Improvement plans

1 To achieve excellent Safety & Health 
performance for all our operations. 

Malaysia 
Zero Loss-Time Accidents (“LTA”), Zero Occupational 
Illness and not more than one More Than First Aid 
(“MTFA”) incident.

Malaysia
5 LTA and 3 MTFA

Malaysia
• Commenced a root-cause analysis to determine the primary contributing factors. 
• Established a five-year Safety Plan with the objective of improving our overall safety practices, in 

accordance with the internationally-recognised safety standards. 
• Launched the Safety Card Observation Programme to encourage employees to monitor and report 

potential safety incidents by using a pocket-sized Safety Card. 
• Implemented Process safety audits on Permit to Work (“PTW”) system and provided behavioral-based 

safety training and process safety awareness training for all our employees. 

Indonesia
Zero Loss-Time Accidents (“LTA”), Zero Occupational 
Illness and not more than one More Than First Aid 
(“MTFA”) incident.

Indonesia
0 LTA and 1 MTFA

Indonesia
• Commenced a root-cause analysis to determine the primary contributing factors (Incident Investigation. 
• Conduct Safety Talk to all employee & contractor every week.
• Conduct Occupational, Health, Safety and Environment (“OHSE”) meeting and Management Audit 

every month. Submit OHSE report to government every 3 month. 
• Launched the Contractor Safety Management System (“CSMS”). 
• Implemented “un-safe action & un-safe condition” audit, system and provided behavioral-based safety 

training and process safety awareness training for all our employees & contractor.

2 To achieve excellent Environmental 
performance for all our operations.

Malaysia
Zero black smoke and/or accidental discharge.

Malaysia
1 black smoke incident & Zero accidental 
discharge

Malaysia
• Black smoke incident – Maintenance team has conducted all channel head bolting condition audit & 

rectification on those short and improper bolting condition on the exchanger channel head.
• Accidental discharge – we will upgrade the existing WWTP2 from standard B to standard A with higher 

capacity loading.

Indonesia
Blue Rank of PROPER. (comply with all parameters of 
government environmental regulations - water effluent, 
air emission, & hazards waste)

Indonesia
Achieved PROPER  Blue Rank

Indonesia
• Optimized domestic waste water treatment plan.
• Re-use cooling water system in coal boiler.

3 To improve on Process Safety Management 
(“PSM”) System.

Malaysia
Less than five Process Safety Incidents per year. 

Malaysia
3 Process Safety Incident

Malaysia
• Conduct PSM Training to Manufacturing Group B, C, & D. 
• Conduct PTW and Interlock by pass permit audit.

Indonesia
Silver award
Comply 80 – 85 % for advance category. 

Indonesia
Achieved Target: Silver award (81.32%) 

Indonesia
• Implemented mandatory OHS Management System pursuant to Government Regulation issued by 

Minister of Employment Republic Indonesia No: 50 year 2012.

4 To improve On-Site Security Performance. Malaysia
No Major Security Incident. (Target - 0 Minor and Major 
Case) 

Malaysia
1 minor case

Malaysia
• Upgraded perimeter fencing from Butadiene (“BD”) Plant to Cogeneration Plant with galvanized anti 

climb fence.
• Upgraded Pasir Gudang (“PG”) main entrance CCTV from analogue to digital. 
• Install Flap Barrier at Gate 6 for contractor controlling.
• Carried out Security Weekly Meeting with Security Service Company.
• Continued on Security Training Program.
• Hire the right people with competitive salary in order to reduce high turnover.

Indonesia
To maintain/protect security and assets of company 
from theft or criminals and demonstrations. 

Indonesia
4 minor cases 

Indonesia
• Additional number of Security.
• Additional number of CCTV.
• Optimized security patrol.

5 To achieve full compliance of legal and other 
requirements of government agencies.

Zero citation and/or court case. Target achieved N/A

6 To enhance safety awareness among all 
employees and contractors.

• Conduct safety training for employees. (target: 30 
sessions)

• Fire Watch training for contractor. (target: 6 sessions)

Target achieved N/A

7 To enhance emergency preparedness for 
manufacturing plants.

• Conduct fire drills. (target: more than three drills)
• Conduct preventive maintenance for fire safety 

equipment. (target: 80% completion)

Target achieved N/A
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Financial Capital
Increased training budget 
by 20% to provide 
comprehensive training 
programmes and to engage 
an external consultant to 
enhance our training and 
development programmes 
and outcome.

Skilled Talent
Led by the Board, a highly 
experienced Management 
team and supported by 
a skilled and committed 
workforce. 

Resources
Utilise various regulatory 
policies, guidelines to guide 
our managing approach in 
relation to human capital 
development.

HUMAN CAPITAL DEVELOPMENT

Our achievements are the result of the collective efforts of each of our dedicated and highly-skilled 
employees. In realising our vision to be a Top Tier Petrochemical Company in SEA by 2024, we spare 
no efforts in developing our employees to become future leaders – taking the Group to even greater 
heights. 

Key Inputs
Our Six-Pronged Growth 
Strategy

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities

Continue to focus on 
talent development and 
management continuity 
programmes

Our training and development programmes are 
centered on four main categories: Leadership 
Development, Job Competency, Technical 
Module and Safety and Environmental. The 
programmes cover both technical and non-
technical training for all levels of the Group 
from production and engineering to sales and 
business support functions. 

Career Development Programme – 
Reducing Competency Gaps
We developed programmes known as the 
“Immediate & Sustainable Development Plan” 
for managers and the “Long-Term & Improved 
Development Plan” for younger talents to 
identify skills and competency gaps and 
provide the necessary resources to develop 
these individuals to take on future leadership 
positions. A six-phase career development 
programme is developed for our technicians to 
support their career advancement. 

Succession Planning
During the year, our succession planning 
initiative took off by determining key positions 
and potential successors. A rigorous evaluation 
process was carried out to identify the top 80% of 
the Group’s potential successors. Following this, 
we engaged an independent human resources 
consultant to conduct a leadership survey with 
our potential successors and leaders. Their 
insights were incorporated into a customised 
leadership development and enhancement 
training programme. In September 2018, a total 
of 40 identified employees from the senior and 
mid-level Management team were enrolled into 
the programme to hone their leadership skills.

Contribution to the  
United Nations Sustainable 
Development Goals:

Mitigating risks

 Talent Retention
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Theme 3: Recognising our Talent

Global MBA Programme
We sponsored one employee to participate in our Global MBA Programme 
in FY 2018, which allows the employee to further their education at the 
Seoul National University in the Republic of Korea. Upon graduation, the 
employee will be assigned a new job scope with broader responsibilities 
as part of a customised professional development plan to nurture the 
individual towards a future leadership position. 

Expediting Knowledge Transfer
The LCT Exchange Programme was created to spur knowledge transfer 
between our Malaysia and Indonesia operations and our counterparts 
in LCC. In FY 2018, we increased the number of employees participating 
in the exchange programme to six engineers from Malaysia and one 
from Indonesia, compared to three engineers in the previous year. After 
completing the exchange programme, our employees will be able to 
optimise process efficiency at both Malaysia and Indonesia operating 
sites to deliver higher cost savings for both our monomer and polymer 
production units. 

Embracing Digitalisation in Learning
Digitalisation is changing how our employees are learning. New course 
content in our learning repository is adapted where Industry 4.0 topics 
such as data management, technology, innovation and automation are 
included and delivered through modern communication technologies. 

Internship, Apprenticeship and Scholarship Programmes
We have in place an internship programme and a 12-month apprenticeship 
programme to train young graduates and technicians who come from 
various backgrounds. Talents who demonstrate good performance will 
be offered permanent positions within the Group. 

LCT also supports outstanding and deserving scholars by offering 
them scholarships to pursue tertiary education in local universities. The 
scholars will be offered permanent employment positions in LCT upon 
graduation.

In Indonesia, we have in place several programmes to support young 
talent and broaden their knowledge about the petrochemical industry, 
namely internship programmes, industrial visit and scholarship 
programmes. Each month, we provide an opportunity for fifteen students 
to have a site visit in our manufacturing plants, totaling 180 students in a 
year. On top of that, we have in place an open door event for high school 
students to come over for site visit.

(i) A testament of our ongoing investment in our 
employees, LCT recorded more than 32,500 
training hours for our Malaysia and Indonesian 
employees in FY 2018, equivalent to an almost 
5% growth in training hours from the previous 
year. This is illustrated in the diagram on the 
following page. For our Malaysia operations, 
total training hours for the year jumped 21.5%, 
while average training hours per employee per 
year went up 20%. This is a result of our efforts 
in providing the necessary career development 
plan, motivation and guidance to encourage 
our employees to take the next step in their 
career paths. 

(ii) On the other hand, as illustrated in the diagram 
on the following page, our Indonesia operations 
saw a drop in total training hours for the 
year by almost 22.9% with an accompanying 
24% reduction in average training hours per 
employee per year. Coordinated plans are 
being worked on with an aim to improve the 
training and development of our Indonesian 
employees to facilitate their professional 
growth and to prepare them ahead for the new 
competencies required when our integrated 
petrochemical complex (i.e. LINE Project) is 
completed by 2023. 

(iii) Through our career development programmes, 
we were able to assess our talents against 
the specific needs of each role within the 
organisations in terms of knowledge, skills, 
attributes and experience required, identify 
gaps, and develop a strategy to address these 
talent gaps (e.g. recruit new talents or develop 
the capabilities of existing talents, build 
succession pipeline and/or rotate talents to 
suitable departments or functions).

Output 
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HUMAN CAPITAL DEVELOPMENT

Theme 3: Recognising our Talent

Output (cont'd)

(i)  Leadership, skills and career development programmes not only motivated our employees to perform better, but also improved 
our employer branding in the increasingly competitive labour market. Career development and succession plans supported our 
employees’ career growth within LCT, which enhanced their job satisfaction and loyalty. 

(ii)  Helped employees improve their knowledge and skills and reduced competency gaps across the organisation.

Outcome – Value Created for our Business and Stakeholders 

In FY 2019, we target to rollout a 360-degree employee evaluation process to gauge the level of improvement in the organisation’s 
leadership and to bridge the necessary development gaps through customised training programmes for lower-rank employees. 

The evaluation outcome including the Company’s leadership analysis profile and improvement recommendations will be reported 
to the Management for further deliberation and action.

Additionally, we endeavour to implement a new management training programme to assist newly-promoted managers to develop 
the necessary managerial skills for greater effectiveness in carrying out their new responsibilities. 

Future Outlook

Target Actual

Total training hours/year 
Malaysia operating sites 

Total training hours/year 
Indonesia sites

Annual average training hours/employee
Malaysia operating sites 

Annual average training hours/employee 
Indonesia sites

2018

2018

2018

2018

2017

2017

2017

2017

2016

2016

2016

2016

27,377

6,575

24

19

22,540

8,527

20

25

38,848

8,197

36

24

18,000

5,660

16

17

9,000

5,000

8

15

26,000

3,400

24

10

0

0

0

0

10,000

2,000

10

10

20,000

4,000

20

20

30,000

6,000 8,000

30

30

40,000

10,000

40

40
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Theme 3: Recognising our Talent

HUMAN RIGHTS AND FAIR LABOUR PRACTICES 

Our commitment as a socially responsible business extends to our respect for human rights founded 
on the shared values of dignity, respect, equality, fairness and diversity. These values are embedded 
in our BECOC which governs our behaviour and ensures that we uphold all rights and labour practices 
applicable to our employees. Naturally, our expectations on human rights are also applicable to our 
business partners, suppliers and vendors whom we identify as partners in our business value chain. 

Financial Capital
Hiring of skilled talents 
(i.e. management and 
operational workforce) to 
ensure business continuity.

Skilled Talent
Led by a highly experienced 
Management team and 
supported by a skilled and 
committed workforce.

Resources
Utilise various regulatory 
policies, guidelines to guide 
our managing approach 
in relation to talent 
management.

Key Inputs
Our Six-Pronged Growth 
Strategy

Continue to focus on 
talent development and 
management continuity 
programmes

Our Strategic Enablers – Mitigating Risks 
and Materialising our Opportunities

Embracing Diversity and Equal 
Opportunity
As an equal opportunity employer, we forbid 
any discriminatory treatment due to gender, 
age, religion, race or education background 
at our workplace. This is applicable to all 
parties with whom we work with, including 
all areas of our hiring and employment 
processes. We strictly do not condone child 
labour as we ensure that all our employees 
possess minimum high school qualification 
before being considered for employment. 

Our BECOC spells out LCT’s policy which 
promotes equal opportunity, diversity, 
human rights, as well as our pledge to 
prevent and eradicate sexual harassment 
and workplace violence. To ensure all 
employees are well informed of our BECOC, 
our induction training educates the standard 
behavior we expect of our employees. 
Additionally, due diligence of our BECOC 
compels us to take adequate measures for 
the investigation, prevention, mitigation and, 
where appropriate, remediation of violation 
of human rights and labour practices in all 
aspects of our operations.

Contribution to the  
United Nations Sustainable 
Development Goals:

Mitigating risks

 Talent Retention
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Theme 3: Recognising our Talent

HUMAN RIGHTS AND FAIR LABOUR PRACTICES 

Our Strategic Enablers – Mitigating Risks and Materialising our Opportunities (cont'd)

We believe that gender should not limit one’s contribution to the advancement of society and all genders should be provided with 
equal opportunities to excel at the workplace. Over the past three years, our female employees’ composition has increased by 0.2% for 
our Malaysia operations, while our Indonesia operations maintained at 13%. Ongoing efforts in our hiring process are being worked 
on to encourage more females to join LCT. The diagram on the following page illustrates the Company’s employees profile for FY 2018.

Competitive and Fair Remuneration 
In order to ensure our remuneration package is fair and competitive, we benchmark our salaries biennially against local market rates. 
Employee engagement is our primary avenue to understand our employees’ expectations and needs, while developing a strong 
relationship with our workforce based on trust and open communication. 

Employee Engagement 
Among the initiatives we had undertaken as part of efforts to engage our employees include: 

•  Town hall: Town halls are held to brief our employees on LCT’s latest achievements and action plans. Employees are provided with a 
platform to raise their queries and possible concerns and offer their opinions during the “Question-and-Answer” session at the end 
of the town hall meeting.

•  Joint Communication Consultation (“JCC”): The JCC forum is organised on a monthly basis in Malaysia. It is chaired by our Vice 
President of Human Resources and joined by other appointed members across various business units and functions. The engagement 
platform aims to encourage open communication with the Management on various matters including health and safety, employee 
benefits and compensation. In Indonesia, we have in place a union that is formed by our employees, which functions in an open, 
independent, democratic and responsible manner to communicate their rights and interests, as well as improve the welfare of our 
Indonesian employees.

•  Employee Satisfaction Survey: Our employee survey is conducted on a biennial basis to gauge our employees’ level of satisfaction 
in relation to organisational leadership, job fulfillment, workplace communication, career development, discipline, teamwork, 
workplace environment and other expectations. Following our latest employee survey in 2017, we set up a portal that invited 
employees’ feedback and improved the effectiveness of the JCC forum in conveying employees’ expectations. We also held more 
engagement sessions to encourage open dialogue between employees and their superiors in relation to career development and 
personal growth in the Company.

Employee Welfare and Benefits 
Other initiatives and employment benefits that we employed to promote a high-performing culture in LCT are illustrated below: 

We offer comprehensive healthcare benefits 
ranging from outpatient medical consultation to 
hospitalisation and dental treatments.

We provide financial incentives for subscription 
to sports and recreation memberships among 
employees and their family members. We also 
organise yearly team building and sport events.
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Theme 3: Recognising our Talent

Output 

(i) We believe that supporting our employees at work and 
in their personal lives by extending various benefits such 
as educational reimbursement, insurance and personal 
healthcare benefits indicate the attributes of a caring and 
ethical employer who invests in its employees’ well-being. 
This investment reaps long-term rewards by empowering 
employees, while building loyalty and trust. 

(ii) As illustrated in the Diagram below, during the year, 
we maintained employee attrition rates within internal 
expectations for both our Malaysia and Indonesia 
operations i.e. less than 5%. Notably, there had been a 
year-on-year increase in the employee attrition rate for 
our Malaysia operations, due to a gradual recovery in the 
oil and gas and related petrochemical sectors. We work 
to intensify our efforts in retaining our talents through 
a competitive compensation package, a positive work 
culture, a structured professional development plan and 
good career prospects. 

(iii) Besides striving to retain our skilled and experienced 
workforce, we continued our efforts to attract younger 
talents from various backgrounds as part of our long-
term succession planning and diversification of our talent 
pipeline. 

Attrition Rate (%)

2018

2017

2016

1.5

2

3

3.7

1.5

3.4

0 1 2 3 54

Nationality

Malaysia operating 
entities

Indonesia operating 
entities

Malaysia 

Male Female

18%

82%

Indonesia 

13%

87%

Gender

Local talent 
hired: 98%

Local talent 
hired: 99%

Age Profile

Employee Profile Year 2018

Malaysia Indonesia

15% 16%
25% 26%

60% 58%

Above 50 years old 30 - 50 years old Below 30 years old

Indonesia Operating EntitiesMalaysia Operating Entities
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(i)  Embracing a diverse, inclusive, collaborative and non-discriminatory work culture not only promoted employee engagement 
and well-being, but also improved operational performance and productivity. This helped increase workplace efficiency, 
cohesiveness and teamwork – and ultimately improves the Company’s bottom line, as employees felt empowered and confident 
in their ability to achieve their best. 

(ii)  By displaying the practices expected of a responsible corporate citizen, we not only improved our position as a desirable 
employer, but also our standing in the capital markets among shareholders and investors who place increasing importance on 
socially responsible investing. This may translate to lower costs of capital and lesser volatility in our stock price. 

(iii) Respecting human rights and labour practices indirectly strengthened our social license to operate, amidst rising public 
expectations on social responsibility. 

Outcome – Value Created for our Business and Stakeholders 

In the coming year, we seek to review our existing remuneration scheme by benchmarking with industry levels. This will be followed 
by the necessary talent acquisition and retention plans to meet our human capital objectives. Our biennial Employee Satisfaction 
Survey 2019 will be carried out to gauge employees’ satisfaction levels and obtain feedback from which new initiatives will be 
strategised to meet their expectations. 

Future Outlook

HUMAN RIGHTS AND FAIR LABOUR PRACTICES 

Theme 3: Recognising our Talent
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Board of Directors

LEE DONG WOO
Non-Independent Executive Director, 
President and Chief Executive Officer

LEE KWAN HO
Non-Independent Executive 
Director

KIM SO YUN
Non-Independent Non-Executive 
Director

TAN SRI DATIN PADUKA
SITI SA'DIAH BINTI SHEIKH 
BAKIR
Independent Non-Executive Director
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Board of Directors

TAN SRI DATO’ ABDUL 
RAHMAN MAMAT
Independent Non-Executive Chairman

TAN SRI DATUK (DR.) 
RAFIAH BINTI SALIM
Independent Non-Executive Director

ANG AH LECK
Independent Non-Executive Director
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Profile of Board of Directors

MALAYSIAN AGE: 66 MALE

Experience and Expertise

Tan Sri Dato’ Abdul Rahman Mamat is an accomplished figure in Malaysia's 
corporate sector and had an illustrious career serving the Government of 
Malaysia, with extensive knowledge in international trade, economics, 
investments, corporate governance and entrepreneurship. 

He was first appointed to the Board on 2 June 2011 and was subsequently 
appointed as the Chairman of the Board on 31 March 2017.

He joined the Ministry of International Trade and Industry (“MITI”) in April 
1975 as an Assistant Director and served in various senior capacities within 
MITI spanning 35 years before retiring in December 2010. These included 
the positions of: (a) Deputy Trade Commissioner, Malaysian Trade Office, 
New York, the United States (“US”); (b) Director of Trade, Malaysian Trade 
Centre, Taipei, Taiwan; (c) Economic Counsellor/Trade Commissioner and 
Deputy Permanent Representative to the United Nations Economic and 
Social Commission, Malaysian Trade Office, Bangkok, Thailand; (d) Special 
Assistant to the then Minister of MITI, Tan Sri Datin Paduka Sri Rafidah Aziz; 
(e) Member of the Board of Directors, Malaysian Industry-Government 
Group for High Technology (“MIGHT”); (f ) Director of Industries; (g) Senior 
Director of Policy and Industry, Services Division; (h) Chairman of Malaysia 
External Trade Development Corporation (“MATRADE”); (i) Deputy Secretary 
General (Industry) of MITI; and (j) Secretary General of MITI.

While serving MITI, he was the ministry’s appointed representative on 
the boards of various government-linked entities including the Malaysian 
Investment Development Authority (“MIDA”), Johor Corporation, Regional 
Economic Development Authority (“RECODA”) Sarawak, SME Corporation 
Malaysia, Pahang State Economic Development Corporation, Malaysian 
Technology Development Corporation and MATRADE.

He also represented Malaysia at many international meetings, negotiations, 
conferences and symposiums and was involved in formulating, implementing 
and monitoring policies and strategies on international trade and industries, 
and entrepreneurship development.

He was an honorary member of the ASEAN Federation of Engineering 
Organisations, a Malaysian Leader for the High-Level Task Force on ASEAN 
Economic Integration and is the Chairman of the Advisory Board of the 
International Council of SME and Entrepreneurship Malaysia and the Board 
of Trustee of Enactus Malaysia Foundation, both US-based non-profit 
organisations aimed at grooming university students into future business 
leaders. He is a member of the Board of Trustees of Yayasan Tan Sri SM 
Nasimuddin. 

Tan Sri Dato’ Abdul Rahman currently sits on the boards of directors of 
several public listed companies in Malaysia including Hiap Teck Venture 
Berhad, BioAlpha Holdings Berhad, Dagang NeXchange Berhad and Parkson 
Holdings Berhad, as well as a non-listed public company, the Malaysian 
Industrial Development Finance Berhad (“MIDF”). He also sits on the 
boards of several private limited companies in Malaysia operating in the 
finance, manufacturing, retail and services sectors covering global logistics, 
healthcare, as well as oil, gas and energy. He is currently the Chairman of 
National Agricultural Advisory Council, under the Ministry of Agriculture and 
agro-based industries with effect from 2018. 

He has no family relationship with any director or major shareholder of the 
Company and has no conflict of interest with the Company. 

TAN SRI DATO’ ABDUL 
RAHMAN MAMAT
Independent Non-Executive Chairman

Attendance of Board Meetings During the 
Financial Year:
8/8

Date Appointed to the Board: 
2 June 2011

Membership of Board Committees: 

- Member, Audit Committee
- Member, Risk Management Committee

Qualification(s):

- Bachelor of Economics (Honours), Universiti Malaya
- Advanced Management Programme, Harvard Business 

School
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Profile of Board of Directors

Membership of Board Committees: 

- Member, Risk Management Committee 

KOREAN AGE: 53 MALE

Experience and Expertise

Mr Lee Dong Woo is a veteran in the petrochemical industry and has over 30 
years of in-depth experience and technical know-how in the petrochemical 
business covering polymer technology, research and development, strategic 
business development, corporate restructuring and finance.

He was appointed to the Board as Non-Independent Executive Director and 
the President and Chief Executive Officer of the Company on 3 March 2017.

Mr Lee began his career as a researcher in the Manufacturing Research Office 
of Lotte Chemical Corporation (“LCC”) in 1989. He was a key figure responsible 
for leading research teams in exploring new polymer technology inventions 
and innovations and held key roles in new business teams throughout his 
tenure in LCC. 

He was part of the 1st Research Team for Research and Business Development 
of polypropylene, polyethylene, polyethylene terephthalate and 
compounds. He was a member of the Business Development Team in the 
merger and acquisition (“M&A”) of Hyundai Petrochemical Corporation and 
a consortium comprising LG Chem, Ltd., and Honam Petrochemical Corp. 
which took place between 2002 and 2005. The acquisition was among the 
biggest of its kind in the Asian petrochemical industry.

He was then promoted to General Manager of Research and Business 
Development and Technical Service for polypropylene and polyethylene, a 
position which he held from 2005 to 2008. 

From 2008 to 2011, he was General Manager of the 3rd Research Team for 
Research and Business Development and Technical Service for Performance 
Materials. He was also a member of the team involved in the acquisition of 
Sambark LFT Co., Ltd., in July 2009, now a subsidiary of LCC which produces 
and distributes polymer products. 

In 2011, he was promoted to R&D Director of Research and Business 
Development and Technical Service for Polymer and Catalyst.

He was Head of the Lotte Chemical R&D Centre from 2012 until 2017, and 
Head of the Water Treatment Business Division from 2015 until 2017.

He does not hold directorships in other public and listed companies.

Mr Lee is an appointed representative of LCC, the major shareholder of 
the Company. He has no family relationship with any director or major 
shareholder of the Company.

LEE DONG WOO
Non-Independent Executive Director, 
President and Chief Executive Officer

Attendance of Board Meetings During the 
Financial Year:

- 8/8

Date Appointed to the Board: 

- 3 March 2017

Qualification(s):

- Bachelor of Chemical Engineering, Seoul National 
University, Korea

- Master’s in Chemical Engineering, Korea Advanced 
Institute of Science and Technology, Korea

- Doctorate in Polymer Engineering, Chungnam 
National University, Korea
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Profile of Board of Directors

Experience and Expertise

Mr Ang Ah Leck is a qualified chartered accountant by profession and 
possesses more than three decades of hands-on expertise in audit, 
finance, corporate advisory, risk management, regulatory compliance 
and governance.

Mr Ang began his career as an auditor with Peat Marwick Mitchell & 
Co. (currently known as KPMG PLT, Malaysia) in 1978. He was seconded 
to the KPMG office in Houston, Texas, United States of America, in 
1987 where he accumulated tremendous experience in the fields of 
compliance and internal controls from carrying out audits on some of 
the country’s biggest oil and gas companies until 1989.

He was later appointed as an audit partner in KPMG PLT in 1997, where 
he served as the partner-in-charge for the company’s Johor Bahru 
office until his retirement from KPMG PLT in 2011. 

While in KPMG PLT, Mr Ang had extensive experience in coordinating 
and managing complex assurance assignments in the oil & gas, 
plantation, manufacturing, trading, construction and property 
development industries. He has also worked on numerous due 
diligence exercises on many IPOs, corporate bonds and Rights Issue. 

Mr Ang opted out of retirement in August 2014 by joining BDO as its 
Executive Director, Advisory, a position which he still holds today.

In BDO, he is responsible as an engagement director for Internal 
Audit, Enterprise Risk Management, Corporate Governance, forensic 
accounting and litigation support services. 

He does not hold directorships in other public listed companies. 

He has no family relationship with any director or major shareholder of 
the Company and has no conflict of interest with the Company.

AGE: 62 MALE

ANG AH LECK
Independent Non-Executive Director

Attendance of Board Meetings During the 
Financial Year:

- 7/8

Date Appointed to the Board: 

- 31 March 2017

Membership of Board Committees: 

- Chairman, Audit Committee
- Member, Risk Management Committee
- Member, Nomination and Remuneration Committee

Qualification(s):

- Chartered Accountant, Malaysia
- Member of the Malaysian Institute of Accountants
- Member of the Malaysian Institute of Certified Public 

Accountants 
- Member of the Chartered Tax Institute of Malaysia. 

MALAYSIAN
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Profile of Board of Directors

MALAYSIAN AGE: 71 FEMALE

Experience and Expertise

Tan Sri Datuk (Dr.) Rafiah binti Salim is a qualified lawyer and a notable 
figure in the Malaysian financial regulatory sector with significant local 
and international exposure in the legal, human capital, risk and internal 
controls, governance and corporate finance. 

She began her career as an Associate Professor at the Faculty of Law, 
Universiti Malaya, in 1974, where she lectured in the Law of Contract, 
Company and Commercial Law, Evidence and Family Law. 

Tan Sri Datuk (Dr.) Rafiah obtained the Certificate in Legal Practice in 
1980 and was admitted as an Advocate and Solicitor of the High Court 
of Malaya in the same year.

She entered the corporate arena in 1988, when she left Universiti 
Malaya as the Dean of the Law Faculty and joined Malayan Banking 
Berhad as Head of the Legal Department. In 1991, she was promoted to 
General Manager of the Human Resource Department. 

In 1995, she joined Bank Negara Malaysia as Assistant Governor for 
the Security Department, Legal Department and Property and Service 
Department until 1997.

She gained substantial international experience when she joined the 
United Nations, New York, as Assistant Secretary General for the office 
of the Human Resource Management from 1997 to 2002. She became 
Executive Director of the International Centre for Leadership in Finance 
(“Iclif”) from 2003 to 2005. She was then appointed Vice-Chancellor/
President of Universiti Malaya where she served until 2006.

She is the Chairman of the Boards of Allianz Malaysia Bhd, Allianz 
General Insurance Company and Malaysian Genomics Resource Centre 
Berhad. She also sits on the Boards of Nestle (M) Bhd and Minda Global 
Berhad.

She has no family relationship with any director or major shareholder of 
the Company and has no conflict of interest with the Company.

TAN SRI DATUK (DR.) 
RAFIAH BINTI SALIM
Independent Non-Executive Director

Membership of Board Committees: 

- Chairman, Nomination and Remuneration Committee 
- Member, Audit Committee
- Member, Risk Management Committee

Attendance of Board Meetings During the 
Financial Year:
- 8/8

Date Appointed to the Board: 

- 31 March 2017

Qualification(s):

- Bachelor of Laws, Queen’s University Belfast, Ireland
- Master of Laws, Queen’s University Belfast, Ireland
- Honorary Doctor of Laws, Queen’s University Belfast, 

Ireland
- Certificate of Legal Practice
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Profile of Board of Directors

TAN SRI DATIN PADUKA 
SITI SA'DIAH BINTI 
SHEIKH BAKIR
Independent Non-Executive Director

Attendance of Board Meetings During the 
Financial Year:

- NIL (appointed w.e.f. 1 February 2019)

Date Appointed to the Board: 

- 1 February 2019

Membership of Board Committees: 

- Chairman, Risk Management Committee
- Member, Audit Committee

Qualification(s):

- Master of Business Administration, Henley Business 
School, University of Reading, United Kingdom

- Bachelor of Economics, University of Malaya

Experience and Expertise
Tan Sri Datin Paduka Siti Sa’diah is both a distinguished corporate 
leader and an academic stalwart with extensive experience in 
leadership and business transformation in Malaysia. 

Tan Sri Datin Paduka Siti Sa’diah began her career with Johor 
Corporation (“JCorp”) in 1974 and joined JCorp’s Healthcare Division 
since 1978. She was the Chief Executive of Kumpulan Perubatan 
(Johor) Sdn Bhd from 1989 until the company’s listing on the Main 
Board of Bursa Malaysia Berhad (then known as the Kuala Lumpur 
Stock Exchange) in 1994 as KPJ Healthcare Berhad (“KPJ”). 

She was the company’s Managing Director from 1993 until her 
retirement in 2012 and served briefly as the company’s Corporate 
Advisor from 2013 to 2014. Throughout her career with KPJ, Tan 
Sri Datin Paduka Siti Sa’diah helped develop and implement the 
transformational strategies that made KPJ one of the leading private 
healthcare services providers in Malaysia and Indonesia today.

She was also the Chairman of KPJ Healthcare University College 
(“KPJUC”) from 2011 to 2016. Pro-Chancellor of KPJUC from 2011 
to 2018. She has been appointed as the Chancellor of KPJUC w.e.f.  
1 January 2019.

In 2010, Tan Sri Datin Paduka Siti Sa’diah was conferrred the “Malaysia’s 
CEO of the year 2009 Award” jointly by the New Straits Times Press 
and American Express. She received numerous awards and accolades 
between 2011 and 2015 for her contributions to the healthcare industry 
in Malaysia.

In 2013, she launched her biography entitled “Siti Sa’diah: Driven by 
Vision, Mission and Passion”.

Her past directorships include the Malaysia External Trade 
Development Corporation, Bursa Malaysia Berhad, KFC Holdings 
(Malaysia) Bhd, QSR Brands (M) Holdings Bhd, Damansara REIT 
Managers Sdn Bhd (the asset manager for Al-‘Aqar Healthcare REIT 
and Al-Salam REIT), Kulim (M) Berhad and the Chemical Company of 
Malaysia Berhad.

Tan Sri Datin Paduka Siti Sa’diah’s present directorships include 
KPJ, CCM Duopharma Biotech Berhad, OSK Holdings Berhad and 
Nationwide Express Holdings Berhad. 

Besides her active involvement in the corporate world, Tan Sri Datin 
Paduka Siti Sa’diah is an equally passionate leader in Malaysia’s talent 
development landscape. She is a member of the Academic Committee 
of the prestigious Razak School of Government, of which the main 
stakeholder is the Government of Malaysia. She serves as a Director 
of University Utara Malaysia (“UUM”) and was the Chairman of the 
Board of UUM from 2016 to 2018. She is also the Pro-Chancellor of the 
University of Technology, Malaysia, since 2016. 

Dedicated to advancing the quality of Malaysian healthcare, she was 
the President of the Malaysian Society for Quality in Health, a national 
accreditation body for healthcare services, since its inception in 1997 
until her retirement in December 2018. She also sits on other national-
level councils and committees.

She has no family relationship with any director or major shareholder of 
the Company and has no conflict of interest with the Company. 

AGE: 66 FEMALEMALAYSIAN
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Profile of Board of Directors

KOREAN AGE: 53 MALE

LEE KWAN HO
Non-Independent Executive Director

Attendance of Board Meetings During the 
Financial Year:

- 8/8

Date Appointed to the Board: 

- 10 June 2015

Membership of Board Committees: 
-

Qualification(s):

- Bachelor of Law, Yonsei University, Korea

Experience and Expertise

Mr Lee Kwan Ho has over 30 years of experience with comprehensive 
expertise in various aspects of the petrochemical industry, particularly 
in feedstock, sales, planning, risk management, and business 
development.

He was appointed to the Board on 10 June 2015. He was subsequently 
appointed as Senior Vice President of PT Lotte Chemical Indonesia 
(“LCI”) on 15 July 2018 where he is responsible for project development 
in LCI.

He began his career in 1989 as an Officer with Hyundai Petrochemical 
Corp. (now part of Lotte Chemical Corporation (“LCC”) Group). He joined 
Lotte Daesan Petrochemical Corp. as Officer where he was responsible 
for planning, feedstock, business development and legal activities from 
2005 to 2010. 

He later joined DACC Aerospace Ltd. as Head of Business Division where 
he was responsible for managing finance, accounting, corporate affairs, 
human resources and information technology from 2010 until 2012. 

He joined LCC in 2012 as Leader of the Feedstock Team and was 
later promoted to Head of the Olefins Business Unit where he was 
responsible for feedstock procurement, as well as supply and demand 
management of olefins and other products until 2014. 

He was appointed Head of Procurement between 2014 and 2015 and 
became Head of Corporate Planning between 2015 and 2016. 

He does not hold directorships in other public and listed companies.

Mr Lee is an appointed representative of LCC, the major shareholder of 
the Company. He has no family relationship with any other director or 
major shareholder of the Company.
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KOREAN AGE: 43 FEMALE

KIM SO YUN
Non-Independent Non-Executive Director

Attendance of Board Meetings During the 
Financial Year:

- NIL (Appointed w.e.f. 1 February 2019)

Date Appointed to the Board: 

- 1 February 2019

Membership of Board Committees: 

- Member, Nomination and Remuneration Committee

Qualification(s):

- Admitted to practice law in the State of New York, USA
- Juris Doctor, Santa Clara University School of Law, USA 
- Bachelor of Arts, Hankuk University of Foreign Studies, 

Republic of Korea

Experience and Expertise

Ms Kim is a qualified legal practitioner with extensive experience as 
a legal counsel in diverse fields of law ranging from the public to the 
private sector.

Ms Kim obtained her Bachelor of Arts degree from the Hankuk 
University of Foreign Studies, Republic of Korea in 2000. She then read 
law at the Michigan State University College of Law, followed by the 
Santa Clara University School of Law in the United States of America. 

She earned her Juris Doctorate degree from Santa Clara University 
School of Law in 2005 and was admitted to practice law in the State of 
New York in 2006.

Ms Kim began her legal career in 2006 as a government attorney 
(Deputy Director) for the Defence Acquisition Program Administration 
under the Ministry of National Defence, where she was responsible for 
advising the Government of the Republic of Korea on foreign defence 
equipment and weaponry systems acquisition. 

Ms Kim went on to join Korea Aerospace Industries, Ltd. (“KAI”), which 
is one of the largest defence companies in the Republic of Korea. While 
working for KAI from 2008 to 2013, Ms Kim not only provided legal advice 
as a legal counsel but actively participated in contract negotiations 
with foreign governments and prominent global aerospace companies 
such as Lockheed Martin, Boeing, Airbus, and others.

Ms Kim joined LCC in March 2015 as a senior legal counsel. She has been 
a key figure in providing legal advice on all aspects of LCC’s corporate 
matters and is involved in handling legal disputes including litigation 
and arbitration.

She does not hold directorships in other public and listed companies.

She is an appointed representative of LCC, the major shareholder of 
the Company. She has no family relationship with any director or major 
shareholder of the Company.

Profile of Board of Directors

The members of the Board of Directors:
• Have not been convicted for offences within the past five years. 
• Save as disclosed, there were no public sanctions or penalties imposed on 

the Directors by any regulatory bodies during the financial year.
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Profile of Senior 
Management Team

LEE DONG WOO
President and Chief Executive Officer

(for profile, please refer to page 95)

KOREAN AG E :  53 M A L E KOREAN AG E :  54 M A L E

LEE JUNG HYENG
Executive Vice President, Manufacturing

Qualification(s):

• Bachelor of Science (Chemical Engineering), Chun-Nam  
National University, Korea

Professional Experience

Mr Lee Jung Hyeng is our Executive Vice President, Manufacturing, 
entrusted with the responsibility for overseeing and managing all 
production units, maintenance, technical processes, safety, quality, 
task force and innovation. He joined our Company on 1 March 2018 
as Executive Vice President, Manufacturing.

Mr Lee has over 28 years of hands-on competency in naphtha 
cracker operations, production, utility maintenance, technical 
processes and safety and environment in the petrochemical 
industry, rising through the ranks since joining LCC in 1991. He 
has successfully led many production improvement projects, 
particularly the Energy Task Force team in optimising unit 
consumption and balance in LCC’s Yeosu Plant.
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Profile of Senior 
Management Team

DAVID TAN GEK SENG
Senior Vice President, Finance and Treasury (“CFO”)

Qualification(s):

• Master of Business Administration, University of Strathclyde, 
United Kingdom

• Certified Internal Auditor, Institute of Internal Auditors, Inc., United 
States

• Member, Malaysian Institute of Accountants
• Member, Chartered Institute of Management Accountants,  

United Kingdom
• Member, Chartered Tax Institute of Malaysia

Professional Experience

Mr David Tan Gek Seng, our Senior Vice President, Finance and 
Treasury (“CFO”), is responsible for finance and treasury matters. He 
assumed his current position on 1 February 2018.

He has over 37 years of in-depth experience in audit, accounting and 
finance functions. Prior to joining our Company, Mr Tan garnered 
significant experience in the field of finance, audit, business planning 
and accounting from renowned companies such as KPMG and MBf 
Finance Berhad.

MALAYSIAN AG E :  57 M A L EMALAYSIAN AG E :  59 M A L E

PHILIP KONG CHOCK HOON
Executive Vice President, Corporate Planning

Qualification(s):

• Barrister-at-Law, Lincoln’s Inn
• Advocate and Solicitor, High Court of Malaya
• Bachelor of Law (Hons), Middlesex University, London,  

United Kingdom
• Malaysian Association of Company Secretaries (“MACS”)

Professional Experience

Mr Philip Kong Chock Hoon is our Executive Vice President, 
Corporate Planning, responsible for corporate planning and 
business analysis, corporate strategy, investor relations, public 
relations, communications, corporate social responsibility, 
sustainability, legal, compliance as well as corporate secretarial 
matters. He assumed his current position on 1 February 2018. 

He has over 35 years of working experience, including from 
reputable companies such as Shearn Delamore & Co., Shell Group of 
Companies in Malaysia and Thames Water, Asia Pacific, Singapore.
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Profile of Senior 
Management Team

MALAYSIAN AG E :  56 M A L E

SALEHALDIN BIN NASRON
Vice President, Human Resource, Procurement and IT

Qualification(s):

• Master of Business Administration (Finance), University of 
Manchester, United Kingdom

• Bachelor of Business Administration (Finance and Accounting), 
Ohio University, United States

• Diploma in Banking, Universiti Teknologi MARA, Malaysia

Professional Experience

Mr Salehaldin bin Nasron is our Vice President, Human Resource 
(“HR”), Procurement and IT, responsible for overall HR, procurement 
and IT matters. He assumed his current position on 1 December 2018.

He has over 30 years of experience in the fields of corporate affairs, 
finance, accounting, treasury and IT. Prior to joining the Group 
in 2008, Mr Salehaldin had gained significant experience from 
established companies such as Goodyear Malaysia Berhad, PT 
Goodyear Indonesia TBK and Emery Oleochemicals (M) Sdn Bhd.

MALAYSIAN AG E :  54 M A L E

LAU CHEE MING
Vice President, Polymer Business

Qualification(s):

• Bachelor of Science, Universiti Kebangsaan Malaysia

Professional Experience

Mr Lau Chee Ming is our Vice President, Polymer Business, 
responsible for the sales and marketing of polyolefins and 
petrochemicals. He assumed his current position on 1 February 2018.

He has over 27 years of sales and marketing experience with LCT 
covering domestic polymer sales and export markets. Mr Lau 
expanded his regional sales horizon during his secondment to 
Indonesia from 2006 to 2010 after which he was repatriated back to 
Malaysia to oversee the Southeast Asia distribution network.
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MALAYSIAN AG E :  52 M A L E

SAW EWE BENG
Director, Olefins and Derivatives Business 

Qualification(s):

• Bachelor of Science, University of Malaya

Professional Experience

Mr Saw Ewe Beng is our Director, Olefins and Derivatives Business, 
responsible for the purchase of feedstocks and the sales and 
marketing of olefins and derivatives products. He assumed his 
current position on 1 February 2018.

He has over 20 years of sales and marketing experience with LCT 
covering domestic polymer sales. Mr Saw expanded his regional 
sales horizon during his secondment to Indonesia as Senior Regional 
Manager on 2010 after which he was repatriated back to Malaysia in 
2011 and redesignated as Senior Manager of Olefins and Derivatives 
Business to oversee the feedstocks purchase and sales and marketing 
of olefins and derivatives.

Profile of Senior 
Management Team

The members of the Senior Management Team:
• Have no family relationship with any director or major shareholder of the Company. 
• Have no conflict of interest with the Company.
• Do not hold directorships in public and listed companies.
• Have not been convicted of offences within the past five years. 
• Do not have any public sanction or penalty imposed by any regulatory bodies during the financial year. 
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Corporate Governance 
Overview Statement

Our Board of Directors is responsible to our shareholders for ensuring the sound running 
of the Company. This can only be achieved if the Board is supported by appropriate and 
well managed governance processes to support our strategy, ensure a positive culture 
across the Group and manage risks and uncertainties. The key elements of these are 
described in this Corporate Governance Overview Statement. 

UNDERSTANDING OUR GOVERNANCE 
PRACTICES

Governance and Strategy

During the year we have progressed with 
our strategy and business model and 
reviewed our governance arrangements 
and concluded that our governance 
processes effectively support our business 
objectives in line with our vision and 
mission. Ensuring the right board dynamics 
is vital and we believe that we have strong 
contributions from all our directors in 
an open and constructive atmosphere. 
This is in a large part created by having a 
board comprising directors with a broad 
range of skills, expertise and attributes. 
Considerable attention in ensuring we have 
a plan which allows for appropriate time 
to discuss all necessary items, particularly 
the development of strategy and the 
consideration of risk, ensures that the 
Company remains sustainable.

Risk Management 

Risk management is an important part of 
our wider discussion of strategy and our 
operating model. In this Statement, we aim 
to show how our strategy is underpinned 
by a robust risk management framework. 

Stakeholders

The Board recognises the importance of 
balancing the needs of our stakeholders 
with the long term strategic aims of our 
business. We ensure effective engagement 
with our stakeholders so as to ensure their 
views are understood and appropriately 
taken into account. 

Culture

A key part of the Board’s role is to take effective steps in shaping and embedding a healthy 
corporate culture throughout our organisation. This is fundamental to being able to build 
sound governance behaviours and practices, all of which support the success of our 
Company and its strategic objectives. The Board recognises that it has a responsibility to 
act with integrity and lead by example to create our desired corporate culture. 

Compliance with MCCG

Save as what have been listed below, Lotte Chemical Titan Holding Berhad has complied 
with all relevant provisions during the year.

Practice 4.1 – The Board comprises a majority of Independent Directors(1)

The Board acknowledges it is in the best interest of the Company to have diversity of 
perspectives and insights. The Board undertook to comply by 11 July 2019.

Practice 4.5 – The Board must have at least 30% women Directors(2)

The Board acknowledges the importance to promote gender diversity to comply with 
the recommendations of the MCCG. The Board undertook to comply by 11 July 2019.

Practice 7.2 – The Board discloses on a named basis the top five (5) Senior 
Management’s remuneration in bands of RM50,000
The Company believes that preserving confidentiality and the larger need of maintaining 
a stable work environment to meet long term strategic goals, is a priority.

Practice 12.3 – Listed companies with a large number of shareholders or which have 
meetings in remote locations should leverage technology to facilitate – 
• including voting in absentia; and 
• remote shareholders’ participation at General Meetings.
The Company is exploring the use of suitable services subject to availability and assurance 
of reliability as well as security of the systems.

Notes:
(1)  Effective 1 February 2019, the Board of Directors comprise of a majority of Independent Directors in compliance 

with Practice 4.1. The Board composition consists of 4 Independent Directors, 2 Executive Directors and 1 Non- 
Independent Director.

(2) Effective 1 February 2019, women Directors currently comprise 43% of our board composition in compliance with 
Practice 4.5, following the recent appointments of the two new women directors to the Board namely Tan Sri Datin 
Paduka Siti Sa'diah binti Sheikh Bakir and Kim So Yun.

MALAYSIAN CODE ON CORPORATE GOVERNANCE

The Malaysian Code on Corporate Governance (“MCCG”) contains broad principles and specific provisions which set out standards of 
good practice in relation to leadership, effectiveness, remuneration, accountability and relations with shareholders. This Corporate 
Governance Overview Statement is structured to report against the MCCG by reference to each of these key areas. Together with 
the Board Committee Reports, it describes how we have complied with the relevant provisions of the MCCG and applied its main 
principles during the year and up to the date of this Statement. The Statement is to be read in conjunction with the Corporate 
Governance Report, which is available online at http://www.lottechem.my/company/gov.asp.
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Corporate Governance 
Overview Statement

LEADERSHIP

OUR GOVERNANCE FRAMEWORK AS AT 1 FEBRUARY 2019

STAKEHOLDERS

Engagement, 
Reporting and 
Accountability

Board Oversight, 
Engagement, 
Delegated 
Authority and 
Accountability

Engagement

Engagement

PRESIDENT AND CHIEF EXECUTIVE OFFICER

Manufacturing
Olefins & Derivatives 

Business
Polymer 
Business

Corporate 
Planning

HR, Procurement 
and IT

Finance and 
Treasury

COMPANY
SECRETARY

COMPLIANCE

HEAD OF 
INTERNAL 
AUDIT

INDEPENDENT NON-EXECUTIVE CHAIRMAN

Tan Sri Dato’ Abdul Rahman Mamat

• Providing leadership for the Board to perform its responsibilities effectively.
• Setting the Board agenda and ensuring that Board members receive complete and accurate information in a timely manner.
• Leading Board meetings and discussions.
• Encouraging active participation and allowing dissenting views to be freely expressed.
• Managing the interface between Board and Management.
• Ensuring appropriate steps are taken to provide effective communication with stakeholders and that their views are communicated to the Board as 

a whole.
• Leading the Board in establishing and monitoring good corporate governance practices in the Group.

A new Risk Management Committee was established on 1 February 2019 to oversee the Company's risk management framework and policies. 
The Audit and Risk Management Committee has been renamed as the Audit Committee.

The Nomination Committee and Remuneration Committee have been merged and is known as the Nomination and Remuneration Committee 
with effect from 1 February 2019.

BOARD OF DIRECTORS

AUDIT COMMITTEE

Tan Sri Dato’ Abdul Rahman Mamat 
Lee Dong Woo

Ang Ah Leck

Tan Sri Datuk (Dr.) Rafiah binti Salim
Tan Sri Datin Paduka Siti Sa'diah binti Sheikh Bakir 

Lee Kwan Ho 
Kim So Yun

•  Reviews interim and annual 
financial statements

•  Oversees scope, approach of 
external audit and audit plan

•  Reviews internal audit plans and 
assessment of internal control and 
compliance environment

• Ang Ah Leck (Chairman)
• Tan Sri Dato' Abdul Rahman Mamat
• Tan Sri Datuk (Dr.) Rafiah binti Salim
• Tan Sri Datin Paduka Siti Sa'diah 

binti Sheikh Bakir

NOMINATION AND 
REMUNERATION COMMITTEE

•  Reviews the structure, size and 
composition of the Board and its 
committees

•  Reviews suitable candidates for 
appointment to the Board

•  Reviews the succession planning
•  Sets, reviews and recommends 

overall remuneration policy and 
strategy

•  Reviews and approves 
remuneration arrangements for 
executive directors and key senior 
management

•  Tan Sri Datuk (Dr.) Rafiah binti 
Salim (Chairman)

•  Ang Ah Leck
•  Kim So Yun

RISK MANAGEMENT COMMITTEE

• Oversee and recommend the risk 
management strategies, framework 
and policies of the Group

•  Review and recommend changes as 
needed

•  Develop and inculcate a risk 
awareness culture within the 
Company

•  Review periodic reports from 
management on risk management 
activities and effectiveness of 
managing the Group's principal risks

• Tan Sri Datin Paduka Siti Sa'diah binti 
Sheikh Bakir (Chairman)

• Tan Sri Dato' Abdul Rahman Mamat
•  Tan Sri Datuk (Dr.) Rafiah binti Salim
• Ang Ah Leck
• Lee Dong Woo
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Corporate Governance 
Overview Statement

OUR GOVERNANCE FRAMEWORK AS AT 1 FEBRUARY 2019

INDEPENDENT NON-EXECUTIVE DIRECTORS

Tan Sri Datuk (Dr.) Rafiah binti Salim

Tan Sri Datin Paduka Siti Sa'diah binti Sheikh Bakir (Appointed w.e.f. 1 February 2019)

Ang Ah Leck

• Promote good corporate governance culture within the Company which reinforces ethical, prudent and professional behavior.
• Review, challenge Management’s proposals for the Company, and monitor its implementation by the Management.
• Help develop proposals on strategy together with Management.
• Satisfy themselves on the integrity of financial information and on the effectiveness of financial controls and risk management systems.
• Determine appropriate level of remuneration for Executive Directors and key senior management.

NON-INDEPENDENT NON-EXECUTIVE DIRECTORS

Cho Seongtaeg (Resigned w.e.f. 1 February 2019)

Kim So Yun (Appointed w.e.f. 1 February 2019)

• Oversee the conduct of the Company’s business and to evaluate whether the business is properly managed.
• Keep abreast of issues relating to the Company between meetings and provide a balanced and professional view to the Board.
• Represent the interest of Lotte Chemical Corporation, the major shareholder of the Company.

Philip Kong Chock Hoon

Cynthia Gloria Louis

Chew Mei Ling

• Acts as secretary to the Board and its Committees.
• Together with the Chairman, keeps the efficacy of the Company’s and the Board’s governance processes under review.
• Has responsibility for compliance with Board procedures.
• Provides advice on corporate governance issues.
• The Company Secretarial function is carried out in-house and is supported by external service providers.
• All Directors have access to the advice and services of the Company Secretary.

COMPANY SECRETARIES

57%

43%

29%

14%

43%

43%

14% 14%

43%

Age

Male Bumiputera Chinese Korean40 - 49 50 - 59 60 - 69 70 +Female

BOARD DIVERSITY

Gender Ethnicity

Lee Kwan Ho

• Have specific executive responsibilities.
• Discharge duties in respect of the Group as a whole.

EXECUTIVE DIRECTOR

Lee Dong Woo

• Responsible for implementing the Company’s policies, strategies and decisions as guided by the Board and overseeing the day-to-day management 
and operations of the Company’s business. In doing so, the President and CEO is responsible for ensuring that a sound management structure is in 
place.

• The President and CEO is assisted by the Management in managing the day-to-day business of the Company, which he consults regularly.

PRESIDENT AND CHIEF EXECUTIVE OFFICER
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LEADERSHIP

PRINCIPAL BOARD ACTIVITIES

During the year and up to the date of approval of this Integrated Annual Report, the Board focused on a number of specific areas which are 
outlined in the following table.

ROLE OF THE BOARD ACTIVITIES CARRIED OUT DURING THE YEAR

The Board in January 2018 carried out a robust deliberation on the Business Plan and strategy 
for 2018. The Directors provided fresh perspectives and questioned assumptions in order 
to satisfy themselves that the plan takes into account a comprehensive assessment of the 
market share, growth prospects of the business, anticipated risks, assessment of resources 
and compatibility with LCT’s core mission, vision and values.

The Plan was adjusted mid-year taking into consideration the business environment, 
environmental shifts as well as material changes and circumstances affecting the Group’s 
strategic objectives.

The Board regularly reviews business performance and effectiveness including a review 
of Management’s decisions, compliance, the adequacy of systems and controls, risk 
management and the implementation of proposals. The Board continuously provides 
positive feedback that results in improvement in operational and governance processes. 

The Board along with all employees of LCT are committed to maintain a high standard of 
behaviour in LCT and are governed by the Business Code of Conduct and Ethics covering 
among others, policies and procedures for managing conflicts of interest as well as 
preventing the abuse of power, corruption, proper use of Company’s assets and confidential 
information, insider trading and money laundering which is accessible on the Company’s 
website. 

LCT has established a Compliance Unit that reports directly to the Audit and Risk 
Management Committee (going forward, the Audit Committee). During the year, the 
Board approved a Compliance Program covering strategic compliance focus. Compliance 
reports outlining the compliance status on regulatory issues impacting the Group, 
compliance process adopted and actions taken to improve the compliance process are 
tabled quarterly to the Committee and Board.

• To set the Company’s strategic 
aims in line with the Company’s 
vision, mission and business 
objectives and to take 
responsibility for the long term 
success of the Company.

• Review, challenge and decide 
on management’s proposals for 
the Company and monitor its 
implementation.

• Together with senior 
management, promote good 
corporate governance culture 
within the Company which 
reinforces ethical, prudent and 
professional behavior.

Corporate Governance 
Overview Statement
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ROLE OF THE BOARD ACTIVITIES CARRIED OUT DURING THE YEAR

The Board was kept abreast of progress of major investments in projects such as the new 
Line Project in Indonesia and the Cracker Project in Johor and tracked the progress against 
the Initial Public Offering Investment plan and the Group’s Business Plan.

The Board carries out a robust review of the Company’s operations against internal control 
and risk factors.

The Board ensures that there is a qualified Management team to assist the Board in its 
oversight role for financial and non-financial reports. In this respect, Management has set 
up a task force comprising Head of Divisions, Business Strategy and Planning and the CFO 
to review the quarterly reports from the business, strategic and financial reporting aspects 
to ensure that all relevant areas that are reasonably expected to impact the business is 
considered before the information is released to the public.

The Board has also engaged the External Auditors to carry out a limited review of the 
quarterly financial statements to ensure information is in line with current accounting 
standards. 

The Board draws guidance from the Disclosure Guides issued by Bursa Malaysia from time to 
time on Risk Management and Internal Control, Sustainability, Management Discussion and 
Analysis and Quarterly Reports.

The Board reviewed the effectiveness of the Group’s risk management and internal controls 
systems covering all material controls, including financial, operational and compliance 
controls and the Board also carries out a robust assessment of the principal risks facing the 
Group.

The Board comprises highly qualified individuals from diverse backgrounds and experience 
that fosters strong debate and decision-making.

Recognising the importance of the Board succession process, it is a key consideration that 
will be implemented to effectively address succession risks.

Succession of key management is a continuous process and is considered in consultation 
with Management and the major shareholder to identify, develop and retain capable and 
skilled employees in line with current and projected business objectives.

• Review the Company’s strategic, 
capital or funding transactions 
and monitoring the execution 
of these transactions.

• Ensure the integrity of the 
Company’s financial and non-
financial reporting.

• Review and monitor the 
adequacy and the integrity of 
internal control systems, risk 
management and management 
information systems.

• Ensure a sound succession plan 
and continuous development of 
human capital.

Corporate Governance 
Overview Statement
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LEADERSHIP (CONTINUED)LEADERSHIP

ROLE OF THE BOARD ACTIVITIES CARRIED OUT DURING THE YEAR

Having an effective communication platform with stakeholders is a strategic priority of the 
Board.

The Company’s Investor Relations activities for the year comprised of:

- Road shows
- Briefing to investors and analysts after the release of quarterly financial results
- Investors meetings
- Annual General Meeting

The Board is updated quarterly on the activities carried out by the Investor Relations Unit 
during the quarter and the scheduled calendar of events proposed for the year.

The Board also prioritises community outreach programmes and are updated on 
programmes undertaken by the Company on a regular basis.

In 2018, the Company was awarded the Best CSR practice for Korean companies in Malaysia 
by the Korean Embassy. 

2018 CSR activities included the following:

- Providing financial aid and other assistance to the under privileged.
- Providing inspirational and other educational programmes to children and youth in the 

local community.
- Outreach programmes including upgrading facilities to promote healthy living in the 

communities.
- Creating sustainable value to communities by taking the lead on clean up campaigns 

and improving environmental awareness in the community.

• Developing and implementing 
an investor relations 
programme or shareholders’ 
communications policy.

Key focus areas for 2019 will include:

• Providing leadership and guidance to support the six-pronged growth strategy to establish the Company as a regional hub for 
petrochemical products in South East Asia anchored on its core values of Customer Focus, Originality, Performance, Partnership and 
Passion.

• Driving a culture that prioritises compliance, internal control, risk management practices as well as sustainability governance towards 
building a strong and resilient organisation. 

• Focusing on succession planning to ensure there is the right mix of skills, experience and diversity to support our Group’s vision, whilst 
preserving core capabilities to position the business for continued growth.

• Delivering continued value to our shareholders.
• Continuing to emphasise on stakeholder engagements to promote long-term success for the benefit of stakeholders. Develop our 

corporate culture agenda, improving communication of our shared vision and values supported by action on engagement.
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BOARD ATTENDANCE AND MEETING

In the last quarter of each financial year, an annual tentative calendar is circulated and tabled to the Board for the scheduling of the 
Board or Board Committee meetings for the forthcoming year. During the year, our Board met 8 times. The attendance of members 
at Board and Committee meetings during the year was as follows: 

Attendance at Board of Directors Meetings

Name of Directors Number of meetings attended by Directors(1)

Tan Sri Dato’ Abdul Rahman Mamat 8/8

Lee Dong Woo 8/8

Ang Ah Leck 7/8

Tan Sri Datuk (Dr.) Rafiah binti Salim 8/8

Tan Sri Datin Paduka Siti Sa'diah binti Sheikh Bakir(1) -

Lee Kwan Ho 8/8

Kim So Yun(1) -

Cho Seongtaeg (Resigned w.e.f. 1 February 2019) 6/8

Attendance at the Committee Meetings

Name of Directors

Audit and Risk 
Management 
Committee(2)

Nomination 
Committee(3)

Remuneration 
Committee(3)

Tan Sri Dato’ Abdul Rahman Mamat 6/6 - 1/1

Lee Dong Woo - - -

Ang Ah Leck 6/6 2/2 -

Tan Sri Datuk (Dr.) Rafiah binti Salim 6/6 2/2 1/1

Tan Sri Datin Paduka Siti Sa'diah binti Sheikh Bakir(1) - - -

Lee Kwan Ho - - -

Kim So Yun(1) - - -

Cho Seongtaeg (Resigned w.e.f. 1 February 2019) - 2/2 1/1

Notes:
(1) They did not attend any meeting in 2018 as they were only appointed on 1 February 2019.
(2) Renamed Audit Committee with effect from 1 February 2019.
(3) These Committees have been merged with effect from 1 February 2019.
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Directors
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Lee Dong 
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(Appointed
w.e.f. 

1 February 2019)
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Ho
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(Appointed
w.e.f. 

1 February 2019)
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(Resigned 
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1 February 2019)
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EFFECTIVENESS

OUR BOARD’S COMPOSITION

Our Board comprises the Chairman - who is an Independent 
Non-Executive Director, two Executive Directors, three other 
Independent Non-Executive Directors and one Non-Independent 
Non-Executive Director. Our Board believes that the Board and 
its Committees have the appropriate composition and balance 
of skills, experience, knowledge and independence to enable 
them to carry out their duties and responsibilities effectively. 
The size and composition of the Board is regularly reviewed by 
the Nomination Committee (going forward, the Nomination and 
Remuneration Committee). The Board, through this Committee, 
follows a formal, rigorous and transparent procedure to select 
and appoint new board directors.

SUCCESSION PLANNING

Effective succession planning is a fundamental component of 
board effectiveness and integral to the delivery of our strategic 
plans. It ensures a consistent level of quality in management, in 
avoiding instability by helping mitigate the risks which may be 
associated with any unforeseen events (such as the departure 
of a key individual), and in promoting diversity. The Board, shall 
implement a succession program for the orderly and progressive 
refreshing of its membership.

BOARDROOM DIVERSITY

Our Board believes that diversity is important for Board 
effectiveness. All appointments to the Board are made on merit 
while taking into account suitability for the role, board balance 
and composition, the required mix of skills, background and 
experience. This includes consideration of diversity. In Non-
Executive Director selection processes, the Board encourages 
applications from diverse candidates subject to the objective 
selection criteria being met and to the appointment of the best 
qualified candidate.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE 
DIRECTORS

The Board reviews the independence of Independent Non-
Executive Directors annually. The Board considers all relevant 
relationships and circumstances, including those defined in the 
MCCG that could affect, or appear to affect, their independent 
judgment. Each of our Independent Non-Executive Directors is 
determined by the Board to be independent in character and 
judgment.

TERMS OF APPOINTMENT OF THE INDEPENDENT NON-
EXECUTIVE DIRECTORS

Our Independent Non-Executive Directors are appointed for 
a tenure of nine (9) years and subject to the provisions of the 
Companies Act 2016 relating to the removal of a director. 

The Board Charter sets out the policy to limit the tenure of 
Independent Directors to nine (9) years.

None of the Independent Directors have exceeded the nine-year 
tenure limit. 

TIME COMMITMENT OF THE BOARD AND NON-EXECUTIVE 
DIRECTORS

The Board recognises that it is vital that all directors should be 
able to dedicate sufficient time to the Company to effectively 
discharge their responsibilities. 

The Directors actively participated in meetings of the Board and 
the Board Committees devoting sufficient time to carry out their 
responsibilities. 

None of the Directors hold more than 5 directorships in listed 
issuers to ensure that the Director is able to devote sufficient time 
and commitment to the Company. 
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EFFECTIVENESS

NAME OF DIRECTOR TRAINING ATTENDED

DIRECTOR’S INDUCTION AND DEVELOPMENT

Newly appointed directors will undergo an induction programme. The programme is intended to give a broad introduction to the 
Group’s businesses. Key elements include meeting the Executive Directors and Management, and visiting the plants in order to gain an 
understanding of Group strategy and of individual businesses. Our intention is that all directors are familiar with, and gain an appropriate 
knowledge of the Company through visits to our operations and meeting with employees. 

Directors also attend training regularly. The table below lists the Board’s professional training during the year under review.

• ICAAP Workshop on 10 January 2018
• Forum Dialogue: Managing Cyber Risks in Financial Institutions on 22 January 2018
• Breakfast Talk On Industrial Revolution 4.0 on 6 February 2018
• Knowledge Sharing On Islamic Stockbroking Window on 22 February 2018
• Training Programme (in-house) On Corporate Governance on 9 and 10 April 2018
• 4.0 Next Gen Manufacturer Conference 2018 on 12 April 2018
• Training for Directors (in-house programme) on 16 April 2018
• Emerging Risk, The Future Board and Return On Compliance on 19 July 2018

Tan Sri Dato’ 
Abdul Rahman 
Mamat

• Managing cyber risks; Fide Forum on 23 January 2018
• ACI Breakfast Roundtable, KPMG on 3 August 2018
• Khazanah Medatrends Forum on 8 October 2018
• Fintech by Cyberport, Hong Kong on 15 October 2018

Tan Sri Datuk (Dr.) 
Rafiah binti Salim

• Asia Petrochemical Industry Conference in Kuala Lumpur on 20 and 21 August 2018
• Asian Confederation Institute of Internal Auditors Conference 2018 on 29 and 

30 October 2018
• ICDM Powertalk - “Would a business judgement rule help Directors sleep better at night” on  

17 December 2018

Ang Ah Leck 

• Asia Petrochemical Industry Conference in Kuala Lumpur on 20 and 21 August 2018Lee Dong Woo

Tan Sri Datin 
Paduka Siti 
Sa'diah binti 
Sheikh Bakir*

• CCMD Directors' Briefing Session - Regulatory Requirements from Authorities on 18 January 2018
• Invest Malaysia 2018 - The Capital Market Conversation Connecting Strengths Advancing Performance 

on 23 January 2018
• MICG- Corporate Governance Guide 3rd Edition: “Moving from aspiration to actualisation” - Unstacking 

The Guide for Application on 25 January 2018
• Bursatra - Remuneration Committee: Attracting and Retaining the Best Talents on 26 March 2018
• Sharing Session - Analysis of Sustainability Practices and Disclosures in Annual Reports and I or 

Sustainability Reports for Financial Year Ended 31 December 2016 on 3 April 2018
• International Forum on Quality & Safety in Healthcare (“IHI & BMJ”) “ Reclaiming the Quality in Healthcare” 

on 2-4 May 2018
• The 2nd UUM International Islamic Business Management Conference (“IBMC 2018”) on 4 July 2018
• Directors Training on Regulatory Requirements from Authorities “Understanding Regulatory Affairs & 

Evolution of Regulatory Requirements in Malaysia” on 9 July 2018
• International Educational Leadership Conference. Walking the Talk - Future of Leadership & Advocacy 

on 17 July 2018
• MCCG And Bursa's Listing Requirements - Application Disclosure and Reporting Expectations on 24 July 

2018
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NAME OF DIRECTOR TRAINING ATTENDED

EVALUATION OF THE BOARD, BOARD COMMITTEES AND 
DIRECTORS

A formal and objective annual evaluation to determine the 
effectiveness of the Board, its Committees and each individual 
director was carried out during the year.

The evaluation comprised a Board and Board Committees assessment 
and self-assessments facilitated by the Company Secretary. There 
was 100% participation in the evaluation exercise.

The effectiveness of the Board was assessed in the areas of the 
Board’s responsibilities and composition, meeting process, 
administration and conduct, interaction and communication 
with Management and stakeholders, Board engagement, as well 
as the effectiveness of the Chairman. The Board Committees were 
all assessed on the structure, expertise of the Committee Chair, 
criteria for appointment to the Committee Chair, processes, 
accountabilities, responsibilities and their effectiveness where 
relevant.

An assessment was also conducted on the individual Directors. 
The criteria used in the evaluation involved an assessment 
to satisfy the proper criteria, contribution and performance, 
experience, calibre and personality of Directors as well as how 

• CCMD Directors Training (#4/2018) “Enterprise Risk Management (“ERM”): Driving Organisational 
Sustainability, Agility and Resilience” on 25 July 2018 

• Official Launch of the Pathway to a Governance Practitioner Programme on 26 July 2018
• APHM International Healthcare Conference And Exhibition “Emerging Models of Healthcare Delivery” 

on 31 July-2 August 2018
• Corporate Malaysia Summit 2018 - A Meeting Platform of Malaysia Corporate Leaders and Government 

Leaders on 20 September 2018
• KPJ Healthcare Conference 2018 “Innovation in Healthcare delivery” on 19-21 October 2018
• PNB-YTI Memorial Lecture “Redefining Financial Integrity” on 26 November 2018 

Tan Sri Datin 
Paduka Siti 
Sa'diah binti 
Sheikh Bakir*

• Leadership training for Authorized Economic Operator (“AEO”) on 26 April 2018
• Forum: Political changes and forecast of North Korea on 27 April 2018
• Forum: Blockchain, concept and applications to the business on 24 May 2018
• Forum: Rate hike in USA, Impact and forecast on 5 July 2018

Cho Seongtaeg 
(Resigned w.e.f.  
1 February 2019)

• In-house congress in Seoul, Korea on 30 August 2018
• M&A Forum in Seoul, Korea on 11 October 2018
• Arbitration, Regulatory & Competition Law Summit in Seoul, Korea on 24 October 2018
• Antitrust Law Forum at Seoul, Korea on 6 November 2018

Kim So Yun*

• Asia Petrochemical Industry Conference in Kuala Lumpur on 20 and 21 August 2018
• Asia Pacific Petroleum Conference in Singapore 25 September 2018 

Lee Kwan Ho

* These Directors were only appointed on 1 February 2019.

they exercised their independent judgement. The assessment of 
contribution covered the following:

- Extent of participation in Board activities and if interaction 
with other directors are constructively given.

- Whether a strong constructive stand is taken at Board or 
Committee meetings.

- Whether conflicts are confronted and if the Director works 
actively to find a resolution to manage the conflict.

- Time commitment as a Board member.

The Nomination Committee that was in place then, reviewed the 
outcome in January 2019 and was satisfied that the Board, Board 
Committees and individual directors have discharged their roles 
effectively taking into consideration the Board Charter, Board 
Committee’s terms of reference and the MCCG.

The results of these assessments also form the basis for the 
Committee’s recommendation to the Board for the re-election of 
Directors at the forthcoming Annual General Meeting in 2019.

The process to engage an independent consultant to facilitate 
objective and candid board evaluation is in place. The engagement 
of an independent consultant shall be carried out by 2020. 
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Nomination Committee Report*

“We continue to have a Board with the right 
skills to effectively develop the Company’s 
strategy”

Tan Sri Datuk (Dr.) Rafiah binti Salim 

(Chairman)

Role

The roles and responsibilities of the Nomination Committee (going forward, the Nomination and Remuneration Committee 
following the merger) are provided in its Terms of Reference. In identifying candidates for appointment of Directors, the Board 
will not solely rely on recommendations from the Committee, members of the Board or major shareholders, but may also utilise 
independent sources to identify suitably qualified candidates as the circumstances deem fit.

Committee Activities During The Year

Our principal activities during the year and up to the date of approval of this report, were as follows:

ACTIVITIES OF THE COMMITTEE INCLUDE:

- Deliberated on the findings of the Board’s and Board Committees’ assessments and reported the findings to the Board.

- Deliberated on the appointment of new Directors to meet gender diversity and requirements under the MCCG on board 
composition and made its recommendation to the Board.

- Reviewed the training needs of the Board.

- Reviewed the term of office and performance of the Audit and Risk Management Committee. 

- Discussed the succession plan for the Board and Senior Management team.

- Recommended the re-election of Directors.

- Reviewed the Board Charter and the Terms of Reference of the Nomination Committee. 

- Deliberated on the engagement of an Independent Consultant to implement an annual assessment of Individual Directors, 
Board and Board Committees under the recommendation of the MCCG by 2020.

Re-election and Re-appointment of Directors 

In line with the Company’s Constitution, an election of Directors shall take place each year. At the first Annual General Meeting of 
the Company, all the Directors shall retire from office, and at the Annual General Meeting in every subsequent year, one-third (1/3) 
of the Directors for the time being or if their number is not three (3) or a multiple of three (3), then the number nearest to one-third 
(1/3) shall retire from office and be eligible for re-election provided always that all Directors shall retire from office at least once 
every three (3) years but shall be eligible for re-election. 

* The Nomination Committee and Remuneration Committee have been merged and is known as the Nomination and Remuneration 
Committee with effect from 1 February 2019.
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Directors appointed to fill a casual vacancy or as an addition to 
the existing Directors shall hold office only until the next annual 
general meeting, and shall then be eligible for re-election but 
shall not be taken into account in determining the Directors who 
are to retire by rotation at that meeting. 

Tan Sri Datuk (Dr.) Rafiah binti Salim, Mr Lee Dong Woo, Tan Sri 
Datin Paduka Siti Sa'diah binti Sheikh Bakir and Ms Kim So Yun 
will retire and offer themselves for re-election at the Company’s 
forthcoming Annual General Meeting. The profiles of the Directors 
who are due for-re-election are set out on pages 95 to 100.

Sourcing of Directors 

There is a process in place to source Board candidates. Under 
the process, Board candidates can be recruited from internal or 
external sources. 

Appointments to the Board will be reviewed by the Nomination 
Committee (going forward, the Nomination and Remuneration 
Committee following the merger) and recommendations from 
them will be submitted to the Board for approval.

Board appointments will be based on attributes that 
compliment and expand the skills set, experience and 
expertise of the Board as a whole taking into account the 
Board’s balance of skills, individual’s merits, Board composition 
requirements under the MCCG, and Board Diversity Policy. 

Time commitment of the candidate will be considered, 
if the candidate has multiple Board representations and 
their independence where the appointment involves an 
Independent Director. 

During the year, the Board did engage an independent source 
(ie. Leadwomen) to identify suitably qualified candidates as 
Directors.

On 30 January 2019, the Board approved the appointment of 
Tan Sri Datin Paduka Siti Sa'diah binti Sheikh Bakir and Ms Kim 
So Yun to the Board with effect from 1 February 2019. Their 
profiles are contained on pages 95 to 100 of this Integrated 
Annual Report.

Needs analysis 
and profile 
development

Step

1

Appointment

Step

5

Search

Step

2

Selection

Step

3

Nomination

Step

4

Assess: 
• Size of board
• Character, experience and time
• Board diversity
• Potential conflict of interest

Potential sources:
• Independent search firms
• Directors, Management and Major 

shareholders

Produce a short list:
• Assess potential director’s background, skills and 

experiences against the agreed profile
• Check on the conflicts of interest on independence issues
• Check the number of directorships
• Reference

Skills, experience and attributes matrix

Make recommendations 
to the Board

Interview the 
selected candidates

Announcement Organise Induction

Board approval

THE BOARD HAS ADOPTED THE FOLLOWING PROCESSES FOR THE APPOINTMENT OF DIRECTORS AS ILLUSTRATED BELOW:
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Remuneration Committee Report*

“We ensure remuneration aligns with 
shareholders’ interests, reward directors for 
performance and are well managed in line 
with good governance.”

Tan Sri Dato’ Abdul Rahman Mamat
(Chairman)

Role

The remuneration strategy focuses on: motivating our talent to achieve the Company’s strategic objectives; to deliver on customer 
commitments; to inspire employees; and to drive value for our shareholders through long term success and growth. This long term 
focus is supported by our Remuneration Policy.

The roles and responsibilities of the Remuneration Committee (going forward, the Nomination and Remuneration Committee 
following the merger) are provided in its Terms of Reference and available in the Company’s website. Executive Directors may 
be invited to participate in selected meetings of the Committee to provide insights particularly on considerations relating 
to performance of the Company. The Committee may also draw on the advice and enlist the professional services of experts, if 
necessary.

Committee Activities During The Year

Our principal activities during the year and up to the date of approval of this report, were as follows:

ACTIVITIES OF THE COMMITTEE INCLUDE:

- Discussed and recommended to the Board the proposed Directors’ fees for the FY 2018 and FY 2019.

- Discussed and recommended to the Board the proposed Directors' Remuneration (excluding Directors' fees) payable to 
Non-Executive Directors from 2019 Annual General Meeting (“AGM”) until the next AGM in 2020.

- Reviewed and recommended to the Board for approval the remuneration packages for Executive Directors and key Senior 
Management.

Remuneration Policy

The Board has in place the process to determine the remuneration of Directors and key Senior Management, which takes into account 
the demands, complexities and performance of the Company, the skills and experience required as well as levels and trends for similar 
positions in the market, the time commitment required from the Director as well as the additional responsibility of the Chairman of 
the Board.

In line with the Listing Requirements, salaries payable to the Executive Directors do not include a commission or percentage of 
turnover, while fees payable to the Independent Directors take the form of a fixed sum and not a commission or percentage of profits 
or turnover. The fees paid to the Independent Directors and Meeting allowance for attendance at Meetings are in the form of cash. The 
Non-Independent Non-Executive Directors do not receive fees or benefits from the Company. 

* The Nomination Committee and Remuneration Committee have been merged and is known as the Nomination and Remuneration 
Committee with effect from 1 February 2019.
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The Independent Directors’ remuneration consists of the following components:

Remuneration Component Paid as Details

Fixed fees Cash Fees are paid for service as Directors and serving on Board Committees. 
Fees paid to Chairman covers his responsibility as Chairman and his 
service on Board Committees.

Meeting Allowance Cash Meeting Allowances are paid for attendance at Meetings.

Pursuant to the provisions of the Companies Act 2016 and the Main Market Listing Requirements, fees and benefits payable to Directors 
are subject to annual approval at meetings of members. 

In this connection, the Directors' fees for financial year 2018 and 2019 and the Directors' remuneration payable to the Directors 
(excluding Directors' fees) with effect from the 2019 Annual General Meeting until the forthcoming Annual General Meeting shall be 
tabled to the shareholders for approval at the 2019 Annual General Meeting scheduled on 25 April 2019. 

The Independent Directors abstained from deliberation on their own remuneration.

Director’s Remuneration

In January 2019, the Remuneration Committee that was in place then, reviewed the proposed 2018 performance bonus provisions and 
annual salary increment of the Executive Directors and key Senior Management for 2019 and submitted their recommendations to the 
Board. Among the indicators for consideration in determining the distribution of the performance bonus and the annual increment 
were corporate performance, financial metrics and relevant economic indicators. 

The Executive Directors abstained from voting on their individual remuneration. 

The Directors’ remuneration paid/payable for the financial year ended 31 December 2018 on an individual basis is set out below:

Group 

Fees 
(RM) 

Meeting 
Allowance 

(RM) 

Salaries/ 
Allowance 

(RM) 
Bonus 

(RM) 

Benefits- 
in-kind 

(RM) 

 Other
 emoluments
 (RM) 

Non-Executive Directors 

Tan Sri Dato’ Abdul Rahman 
Mamat 

240,000 26,500 - - - 100,000

Tan Sri Datuk (Dr.) Rafiah  
binti Salim 

180,000 25,500 - - - 30,000 

Ang Ah Leck 180,000 22,500 - - - 30,000 

Cho Seongtaeg  
(Resigned w.e.f. 1 February 2019)

- - - - - - 

Tan Sri Datin Paduka
Siti Sa’diah binti Sheikh Bakir*
(Appointed w.e.f. 1 February 2019)

- - - - - - 

Kim So Yun*
(Appointed w.e.f. 1 February 2019)

- - - - - -

Executive Directors 

Lee Dong Woo - - 926,448 - 186,694 33,643

Lee Kwan Ho - - 520,067 - 203,684 -

Note: 

* These Directors did not receive any remuneration during the year as they were only appointed on 1 February 2019.
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Remuneration Committee Report

Company 

Fees 
(RM) 

Meeting 
Allowance 

(RM) 

Salaries/ 
Allowance 

(RM) 
Bonus 

(RM) 

Benefits- 
in-kind 

(RM) 

 Other
 emoluments*
 (RM) 

Non-Executive Directors 

Tan Sri Dato’ Abdul Rahman 
Mamat 

240,000 26,500 - - - 100,000

Tan Sri Datuk (Dr.) Rafiah binti 
Salim 

180,000 25,500 - - - 30,000 

Ang Ah Leck 180,000 22,500 - - - 30,000 

Cho Seongtaeg  
(Resigned w.e.f. 1 February 2019)

- - - - - - 

Tan Sri Datin Paduka
Siti Sa’diah binti Sheikh Bakir*
(Appointed w.e.f. 1 February 2019)

- - - - - - 

Kim So Yun*
(Appointed w.e.f. 1 February 2019)

- - - - - -

Executive Directors 

Lee Dong Woo - - - - - -

Lee Kwan Ho - - - - - -

Note: 

* These Directors did not receive any remuneration during the year as they were only appointed on 1 February 2019.

Senior Management Remuneration

The aggregate remuneration (including salaries, bonus, allowances, benefits-in-kind or other emoluments) paid or estimated to be 
paid to the Senior Management members for the financial year ended 31 December 2018 is set out below.

Remuneration For the Financial year ended 31 December 2018 

Salaries RM200,001-RM600,000

Bonus and allowances RM150,001-RM600,000

Benefits-in-kind RM0.00-RM150,000 

Other Emoluments RM0.00-RM50,000 

The Company does not comply with the recommendations to disclose the detailed remuneration of each member of Senior 
Management in bands of RM50,000 on a named basis in order to preserve confidentiality, negative impact arising from the 
disclosure, and the larger need to maintain a stable work environment to meet long-term strategic goals.
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ACCOUNTABILITY

FINANCIAL AND BUSINESS REPORTING

In its reporting to shareholders, the Board recognises its 
responsibility to present a true and fair assessment of the Group’s 
financial position and prospects. This responsibility covers the 
annual report, audited financial statements and quarterly reports. 
The Directors are responsible for preparing this Integrated Annual 
Report including the accompanying audited financial statements 
and consider it, taken as a whole, to be true and fair and provides 
the information necessary for shareholders to assess the 
Company’s financial position and performance, business model 
and strategy.

RISK MANAGEMENT AND INTERNAL CONTROLS 

The Board is ultimately responsible for maintaining sound risk 
management and internal control systems (including financial 
controls, controls in respect of the financial reporting process 
and controls of an operational and compliance nature). The 
Company’s internal control systems are on a groupwide basis and 
the review of their effectiveness is implemented and reported 
from a groupwide perspective, covering the Company and its 
subsidiaries. Our risk management systems and internal control 
systems are designed to meet the Group’s needs and to manage 
the risks to which it is exposed, including the risks of failure to 
achieve business objectives and of material misstatement or loss. 
However, such risks cannot be eliminated. Our systems can only 
provide reasonable, but not absolute, assurance. They can never 
completely protect against such factors as unforeseeable events, 
human fallibility or fraud.

The Board confirms that there is an ongoing process in place 
for identifying, evaluating and managing the principal risks 
faced by the Group. This process is regularly reviewed by the 
Risk Management Working Committee, the Board and the Audit 
and Risk Management Committee as appropriate and has been 
in place during the year and up to the date of approval of this 
Integrated Annual Report. Going forward, the review of the risk 
management by the Audit and Risk Management Committee 
shall be undertaken by the newly established Risk Management 
Committee. The Board is responsible for determining the nature 
and extent of the principal risks it is willing to take in achieving 
its strategic objectives. The Board’s view of the Company’s key 
strategic and operating risks and how the Company seeks to 
manage those risks is set out in this report. The Directors confirm 
that they have carried out a robust assessment of the principal 
risks facing the Company, including those that would threaten its 
business model, future performance, solvency or liquidity.

RISK MANAGEMENT AND INTERNAL CONTROL SYSTEMS

The Group’s risk management and internal control systems 
comprise Group policies, procedures and practices covering 
a range of areas including the appropriate authorisation and 
approval of transactions, the application of financial reporting 
standards and the review of financial performance.

REVIEW OF EFFECTIVENESS OF THE GROUP’S RISK 
MANAGEMENT AND INTERNAL CONTROL SYSTEMS

The Board has important responsibilities in respect of the Group’s 
risk management and internal control systems (including financial 
controls, controls in respect of the financial reporting process and 
controls of an operational and compliance nature). The Board 
has delegated part of this responsibility to the Audit and Risk 
Management Committee. Following the establishment of a Risk 
Management Committee, the risk management oversight will 
fall under their purview. Further details of the risk management 
and internal control process and the role of the Group’s Risk 
Management and Internal Control functions are described in the 
Statement on Risk Management and Internal Control on pages  
129 to 135.

The Board, through setting its own annual agenda plan, defines 
the review process to be undertaken, including the scope and 
frequency of risk management and internal audit reports received 
throughout the year. The Board agenda plan, together with that 
of the respective Board Committees, are designed to ensure that 
all significant areas of risk and the related risk management and 
internal control systems are reported on and considered during 
the course of the year. 

The Board, in part through the Audit and Risk Management 
Committee, has conducted an overarching review of the 
effectiveness of the Company’s risk management and internal 
control systems, covering all material controls, including financial, 
operational and compliance controls, and financial reporting 
processes, for the year.

Corporate Governance 
Overview Statement
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Audit and Risk Management Committee Report*

FINANCIAL REPORTING 

“We continue to monitor and review the 
effectiveness of the Group’s internal control 
system and compliance environment.”

Ang Ah Leck
(Chairman)

Composition and Attendance

The Audit and Risk Management Committee (“ARMC”) during the financial year comprised three members, namely:

Chairman: Mr Ang Ah Leck (Independent Non-Executive Director)
Members: Tan Sri Dato' Abdul Rahman Mamat (Independent Non-Executive Director)
 Tan Sri Datuk (Dr.) Rafiah binti Salim (Independent Non-Executive Director)

The ARMC Members and their attendance record are detailed on page 113 of the Corporate Governance Overview Statement.

Role

Our principal role is to assist the Board in carrying out its oversight responsibilities in relation to financial reporting, internal 
controls and in maintaining an appropriate relationship with our External Auditors. Going forward, risk management will be under 
the purview of the Risk Management Committee that has been established on 1 February 2019. More details on our role and 
responsibilities can be found in our Terms of Reference which is available on our website. All the members are independent and 
financially literate. None of the members were former key audit partners of our existing External Auditors. 

Mr Ang Ah Leck, the Chairman of the Audit and Risk Management Committee has been a member of the Malaysian Institute of 
Accountants since 1987, the Malaysian Institute of Certified Public Accountants since 1984, and the Chartered Tax Institute of 
Malaysia since 1999. The Chairman of the ARMC is also not the Chairman of the Board. 

Committee Activities During The Year

Our principal activities during the year and up to the date of approval of this report, were as follows:

- Reviewed the quarterly and annual audited financial results of the Group and its accompanying announcements, provided feedback 
and guidance and made the relevant recommendation to the Board for consideration and, focusing particularly on matters related 
to changes in major accounting policies, significant and unusual events, compliance with accounting standards and disclosure 
requirements.

- Reviewed the ARMC Report and its recommendation to the Board for inclusion in the Integrated Annual Report.

* The Audit and Risk Management Committee has been renamed as the Audit Committee. A new Risk Management Committee was 
established on 1 February 2019 to oversee the Company's risk management framework and policies.

Corporate Governance 
Overview Statement
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Committee Activities During The Year (continued)

Our principal activities during the year and up to the date of approval of this report, were as follows: (continued)

INTERNAL AUDIT 

- Reviewed and approved the Internal Audit Plan and resource requirement proposed by the Head of Internal Audit. 

- Reviewed the adequacy of its resources and budget. 

- Reviewed the findings of internal audit reports presented by the Head of Internal Audit of the Group and the Co-sourced service 
provider.

- Reviewed the effectiveness and adequacy of Management’s corrective actions in response to the internal audit reviews conducted.

- Reviewed the findings of follow-up audits to determine the status of implementation of Management’s corrective actions. 

- Assessed the performance of the In-house Internal Auditor and the Co-sourced service provider, and provided the recommendation 
on the appointment of the Co-sourced service provider and their remuneration to the Board.

- Deliberated on matters arising from the audit of the Group in a meeting with the In-house Internal Auditor and the Co-sourced service 
provider without the presence of Executive Management.

EXTERNAL AUDIT 

- Reviewed and approved the External Auditors' audit plan, approach and scope of review prior to commencement of their 
annual audit.

- Deliberated on matters arising from the audit of the Group in a meeting with the External Auditors without the presence of any 
Executive officer of the Group.

- Deliberated on the External Auditors' reports on audit and accounting issues that arose from its audits. 

- Deliberated on updates of new developments on accounting standards issued by the Malaysian Accounting Standards Board. 

- Assessed the performance of the External Auditors, including their independence, and provided the recommendation on their 
re-appointment and remuneration to the Board.

RISK MANAGEMENT 

- Reviewed the key enterprise and emerging risk of the Group. 

- Reviewed and deliberated on the Statement on Risk Management and Internal Control and its recommendation to the Board 
for inclusion in the Integrated Annual Report. 

COMPLIANCE

- Reviewed and approved the Compliance Programme for the year.

- Reviewed and received updates on Compliance of the Group and corrective measures that were taken to improve compliance.

RELATED PARTY TRANSACTIONS

- Reviewed the related party transactions with appropriate disclosures made as required under the Main Market Listing 
Requirements of Bursa Malaysia Securities Berhad and ascertain that the transactions are conducted at arm’s length prior 
submission for the Board’s consideration.

- Reviewed new related party transactions proposal for approval of the Board.

- Reviewed the Recurrent Related Party Transactions Circular prior to submission for the Board's consideration.

The ARMC has continuously provided positive and constructive feedback on matters put to them for deliberation.

Corporate Governance 
Overview Statement
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Audit and Risk Management Committee Report

Internal Audit Function

The internal audit function of the Company is performed by an 
in-house Internal Audit (“IA”) team which reports directly to the 
ARMC and is assisted by an external independent co-sourced 
service provider, KPMG PLT for some of the assignments to 
support and enhance the internal audit function. 

The activities of the IA are guided by the Internal Audit Charter 
and Annual Audit Plan that is approved by the ARMC.

The ARMC is responsible to decide on the appointment 
and removal of the Head of Internal Audit and any external 
consultants appointed as well as evaluate the internal audit 
function.

The IA function independently reviews the adequacy and 
integrity of the system of internal controls in managing the 
key risks, and reports accordingly to the ARMC on a quarterly 
basis. Where weaknesses have been identified as a result 
of the reviews, improvement measures are recommended 
to strengthen controls and follow-up audits are conducted 
by the IA to assess the status of implementation thereof by 
Management. In carrying out its work, the IA focuses on areas 
of priority as directed and approved by the ARMC.

During the financial year under review, the Internal Auditors 
conducted various engagements in accordance with the 
approved risk-based internal audit plan of the Company. The 
internal audit plan was developed based on the information 
provided by Management through the Risk Register, as well 
as areas of concern deemed important by the ARMC and/
or Management. In order to maintain its independence and 
objectivity, the IA team has no operational responsibility and 
authority over the audited activities.

The activities of the internal audit function during the year 
under review included:

1) Prepared and presented the annual internal audit plan and 
annual team budget to the ARMC for consideration and 
approval.

2) Conducted scheduled internal audit engagements, 
focusing primarily on the effectiveness and adequacy 
of internal controls and recommending improvements 
where necessary. Internal audit engagements include the 
following areas and processes:

a) Procure to Pay 
b) Inventory Management
c) Safety and Environment
d) Security Control at the two plants complexes.

3) Conducted an ad-hoc audit review at the request of the 
Management on specific areas of concern.

4) Corresponded with the Indonesia subsidiary on their 
internal audit functions. Coordinated their internal audit 
activities reports and presented findings to the ARMC. 

5) Performed follow-up reviews on audit recommendations 
and action plans to ensure the issues highlighted in audit 
reports were implemented by Management on a timely 
basis.

6) Performed quarterly review on the Financial Statements, 
focusing on the accuracy against management accounts 
and disclosure of related party transactions. 

7) Reported results of internal audit reviews and other 
activities to the ARMC on a quarterly basis.

The Audit Function is headed by Ms Wan Julaiha Wan Sulong 
who is a member of the Malaysian Institute of Accountants 
(“MIA”) and a member of the Institute of Internal Auditors 
(“IIA”). She obtained her Bachelor of Accounting degree from 
the International Islamic University, Malaysia. She is supported 
by two full time staff. The staff are free from any relationships 
or conflicts of interest which could impair their objectivity and 
independence. 

The Internal Audit team is working towards performing the 
services in accordance with the International Professional 
Practices Framework (“IPPF”) that is issued by The Institute of 
Internal Auditors.

The IA team attends training to enhance their competencies 
and roles in the internal audit process. Internal Audit staff 
received an average of 27 hours of trainings during fiscal year 
2018. 

The total cost incurred for internal audit function for the 
financial year was RM688,300.
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SUPPLIERS

Fostering relationships with our suppliers is essential to our 
business. It ensures a continuous and sustainable supply 
chain that and mitigates supply risks.

WORKFORCE

The Board welcomes the opportunity to engage with the 
workforce. Site visits provide the chance to meet with local 
management, both formally and informally, to obtain their 
views on the opportunities and risks and gauge the culture. 
In receiving presentations on strategy, we ensure that the key 
functional heads, and where relevant, their teams, attend the 
board meeting so their views can be heard and considered. 
We have processes in place for the workforce to be able to 
raise concerns in a confidential manner. 

CUSTOMERS

Understanding our customers’ needs helps us to deliver the 
best solutions for them and the board considers customer 
focus as part of its business strategy.

SHAREHOLDERS

Our Board welcomes the opportunity to openly engage with 
shareholders as it recognises the importance of a continuing 
effective dialogue, whether with major institutional investors, 
or individual shareholders. The Board regularly reviews 
programmes and feedback to enhance shareholder dialogues.

2019 AGM

Our 2019 AGM will be held on 25 April 2019. The notice, 
together with an explanation of the resolutions to be 
considered, is set out in our Integrated Annual Report 
and circular to shareholders, where applicable. Our Board 
welcomes the opportunity for face-to-face communication 
with our shareholders. Shareholders are encouraged to 
participate and all directors are available to answer questions, 
formally through the Chairman during the meeting and 
informally afterwards.

STAKEHOLDERS

Our approach to our stakeholders is central to our decision 
making. We keep in close contact with our shareholders, 
workforce, customers and suppliers, to ensure we are aware of 
each other’s priorities and consider their views appropriately 
in decision making.

CONTACT WITH OUR SHAREHOLDERS

Regular dialogues are carried out with institutional investors and 
analysts on business performance. Our Investor Relations team 
acts as a focal point for contact with investors throughout the year 
and also carry out periodic roadshows to enhance shareholder 
engagement.

The Board is satisfied with its existing communication channels 
with shareholders during the year as they remain a practical 
and efficient way to keep in touch with shareholders’ opinions 
and views and to reach a balanced understanding of major 
shareholders’ objectives, issues and concerns. While the Board 
recognises that the Company is primarily accountable to its 
shareholders, it also recognises the contribution made by other 
providers of capital and confirms its interest in listening to 
their views, including where relevant, on the Company’s overall 
approach to governance.

ANNUAL GENERAL MEETINGS (“AGM”)

The AGM is an important part of effective communication with 
shareholders. Our AGM takes place in Kuala Lumpur. Notice 
is sent to shareholders at least 28 days beforehand and is 
published on our website. All directors attend our AGMs. At the 
AGM, a separate resolution is proposed for each issue. For each 
resolution, shareholders may direct their proxy to vote either for 
or against a resolution. All valid proxy appointments received are 
recorded and counted. All resolutions at the AGM are decided on 
a poll carried out by electronic means. The results are announced 
as soon as possible and posted on our website. This shows votes 
for and against as well as votes that have abstained on the 
resolutions.

RELATIONS WITH STAKEHOLDERS

Corporate Governance 
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LOTTE CHEMICAL TITAN HOLDING BERHAD 2018 IR CALENDAR

COMMUNICATION WITH STAKEHOLDERS

Q4 
Financial Result

Q1
Financial Result

Q2 
Financial Result

Q3
Financial Result

On Going: Investors and Analysts Meetings

FEB MAY AUG NOVMAR JUN SEP DECJAN APR JUL OCT

Roadshow 
(Hong Kong)

Roadshow
(Bangkok)

Investors’ Forum 
(Singapore)

Investor Meeting 
post Q2 result

LINE Project
Ground Breaking

(Indonesia)

Plant Tour Dividend 
Payment 

Key Investors’ 
Meeting

(Malaysia)

1st AGM

RELATIONS WITH STAKEHOLDERS

This Corporate Governance Overview Statement was approved by the Board of Directors of the Company on 12 March 2019.
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Statement on Risk Management
and Internal Control

INTRODUCTION

This statement is in line with the Main Market Listing Requirements of Bursa 
Malaysia Securities Berhad on the Group’s compliance with the Principles and 
Best Practices relating to internal control as stipulated in the Malaysian Code on 
Corporate Governance. 

The Company has put in place a risk management framework which is consistent with the Committee of Sponsoring Organizations 
of the Treadway Commission’s (“COSO”) framework, and in line with ISO 31000, Risk Management – Principles and Guidelines (a 
standard relating to risk management codified by the International Organization for Standardization which provides a standard on the 
implementation of risk management).

RISK MANAGEMENT PHILOSOPHY

It is the Company’s mission to comply with the guiding principles 
as sets out below:

1. Use the best practices in risk management which are generally 
aligned with ISO 31000 Risk Management - Principles and 
Guidelines, to support and enhance our activities in all areas 
of our organisation;

2. Ensure enterprise risk management is an integral part of all 
organisational and decision-making processes;

3. Use a structured enterprise risk management programme to 
minimise reasonable foreseeable disruptions to operations, 
injuries to people and damage to the environment and 
property;

4. Train our people to implement risk management effectively; 
and

5. Strive to continually improve our risk management practices.

ROLES AND RESPONSIBILITIES

Board of Directors (“Board”)

The Board is responsible for reviewing and monitoring of the 
Group’s system of risk management and internal controls to 
ensure its adequacy and integrity, and its alignment with business 
objectives.

However, it should be noted that risk management and control 
systems is not about totally eliminating risks but managing them. 
As such, it can only provide reasonable but not absolute assurance 
against any material loss or failure. The Board has established a 
process for identifying, evaluating, monitoring and managing 
high and significant risks that may adversely affect our business, 

operating results, cash flow and financial condition, as well as for 
enhancing this process where necessary.

This process has been put in place since 1 January 2018 and up to 
the date of approval of this statement.

Audit and Risk Management Committee (“ARMC”)

The ARMC is a Board Committee established by the Board to assist 
it in the risk, internal control and governance oversight within 
the Group. The ARMC is governed by clearly defined terms of 
reference and authority for areas within their scope.

The ARMC oversees Senior Management’s activities in managing 
the key risk areas of the Company to ensure that the risk 
management and internal controls are in place and functioning 
effectively, and that there is an ongoing process to continuously 
manage the Company’s risks proactively. Some of the specific 
duties of the Committee include:

• To review the adequacy and effectiveness of internal control 
and governance processes;

• To review the risk governance structure of the Group;
• To review and assess the adequacy of risk management policies 

and the framework for identifying, measuring, monitoring and 
managing significant risks as well as the extent to which these 
are operating effectively;

• To review Management’s periodic reports on risk exposure, 
risk portfolio composition and risk management activities; 
and

• To conduct any such other functions as may be agreed to by 
the ARMC and the Board.

The Board renamed the ARMC to Audit Committee (“AC”) with 
effect from 1 February 2019 and established a Risk Management 
Committee (“RMC”) simultaneously. Going forward, the Audit 
Committee will continue its oversight role on internal controls and 
governance processes while the Risk Management Committee 
will have an oversight role on risk management.
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Statement on Risk Management
and Internal Control

Risk Management Working Committee (“RMWC”)

The RMWC is a Senior Management committee established to 
implement the direction of the ARMC. The main responsibilities 
of the RMWC are as follows:

• Ensure the continuous assessment, identification, 
measurement, and monitoring of all principal risks of the 
Company;

• Coordinate and prioritise the risk management activities 
of the Company to ensure all principal risks are adequately 
managed;

• Ensure that a comprehensive enterprise-wide risk 
management policy and framework is in place to provide a 
strong control environment;

• Ensure the Company’s risk management strategies are 
continuously aligned with its business strategies and risk 
tolerance, where risks are considered in the Company’s long-
term plans and investment or capital allocations;

• Ensure that adequate resources, expertise, and information 
to manage risks are available throughout the Company; and

• Propagate a risk awareness culture among the Company’s 
stakeholders, in particular all staff levels in the Company, by 
way of continuous risk training and education.

Risk Management Function (“RMF”)

The RMF is set-up to assist the Board, ARMC and RMWC in 
discharging their risk management responsibilities. These 
responsibilities include assisting in the development of the risk 
management framework, policies, processes and procedures; 
ensuring that the line management of each functional unit carries 
out all risk management responsibilities; and maintaining the risk 
register for the Group. In addition, the RMF is also tasked with 
monitoring and reporting the key risks as identified by the line 
departments and facilitating the quarterly risk review.

The RMF, under the guidance of RMWC, and to the extent it 
deems necessary, will also carry out specific responsibilities by 
collaborating with line management to achieve the following:

• Establish, maintain and continuously monitor the process 
of identifying, measuring, and monitoring risks throughout 
the Group by the respective risk owners, with appropriate 
periodic reporting of all risk activities;

• Ensure the risk owners implement all risk treatment 
programmes as approved by the RMWC, and that the 
progress of these programmes is continuously monitored 
and reported;

• Ensure risk management policies, procedures and framework 
are in place and that they are effectively functioning, 
continuously monitored, reviewed and reported inclusive of 
but not limited to the following risks:

- Strategic Risks;
- Operational Risks including the framework to address 

Compliance, Internal and External Fraud, Occupational 
Health and Safety, IT Security, Physical Assets Security, 
Insurance, Business Continuity (minimisation of major 
business interruptions or catastrophic loss), Human 
Capital and Environmental Risks; 

- Financial Risks;
- Market Risks; and 
- Legal and Regulatory Risks.

Line Management

All directors, managers, risk owners and staff have responsibility 
for assisting in the identification of potential risk exposures and 
for developing and implementing associated risk mitigation plans 
for unacceptable exposures. Additional responsibilities include:

• Managing risk on a day-to-day basis;
• Promoting risk awareness within their operations;
• Incorporating risk management as a regular management 

meeting item to allow the consideration of exposures and to 
prioritise work in the light of effective risk analysis; and

• Ensuring that risk management is incorporated at the 
conceptual stage of projects as well as throughout a project.

Internal Audit Department (“IAD”)

The Internal Audit Department reports to the ARMC. The activities 
of the IAD are guided by the Internal Audit Charter and Annual 
Audit Plan that are approved by the ARMC.

The IAD function independently reviews the adequacy and 
integrity of the system of internal controls in managing the key 
risks, and reports these accordingly to the ARMC on a quarterly 
basis. Where weaknesses have been identified as a result of the 
reviews, improvement measures are recommended to strengthen 
controls and follow-up audits are conducted by the IAD to assess 
the status of implementation thereof by Management. In carrying 
out its work, the IAD focuses on areas of priority as directed and 
approved by the ARMC.

The IAD is working towards performing the services in accordance 
with the International Professional Practices Framework (“IPPF”) 
that is issued by The Institute of Internal Auditors.
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Statement on Risk Management
and Internal Control

RISK MANAGEMENT FRAMEWORK

Risk Governance and Oversight

The risk governance structure is depicted in the diagram below:

RISK GOVERNANCE STRUCTURE

In addition to our risk governance structure, we have adopted the Three Control Gate approach for effective risk management.

Heads of departments together with their team members are the first control gate and are accountable for all risks identified under 
their respective areas of responsibilities. They are also responsible for the continuous development of the risk management capabilities 
of their staff and for ensuring that risk management is embedded in all key processes and activities.

The RMF team with oversight by the RMWC is responsible for the second control gate. The RMF team sets direction, defines policy and 
monitors the risk management activities of the Group.

The third control gate is controlled by the Internal Audit (“IA”) team. The IA team reports directly to the ARMC and provides independent 
assurance of the adequacy and reliability of governance, internal control and risk management processes.

Internal Audit is the 3rd control 
gate offering independent 
challenge to the levels of assurance 
provided by business operations 
and oversight functions

2nd control gate provides 
oversight function and sets 

directions, define policy and 
provide assurance

1st control gate is the line 
department which perform  

day-to-day risk management 
activities

Group Internal AuditRisk Management 
Function

• Management Control
• Internal Control 

Measures

3rd Control 
Gate

2nd Control 
Gate

1st Control 
Gate

Risk Management Working Committee 
(Senior Management) 

Board of 
Directors/AC/RMC



132 Lotte Chemical Titan Holding BerhadIntegrated Annual Report 2018

Statement on Risk Management
and Internal Control

Risk Management Framework and Process

Our Enterprise Risk Management framework, process and relevant guidelines are generally aligned with ISO 31000:2009.

Within this framework, the Company has an established and structured process for the assessment (which includes identifying, analysing 
and evaluating), treatment, monitoring as well as continuously reviewing risks and the effectiveness of its mitigation strategies. We 
have also made available an in-house developed Risk Assessment System to support the risk management and reporting processes.

Risk tolerance is determined using a risk impact and likelihood matrix with an established risk tolerance boundary demarcating those 
risks that are deemed to have exceeded risk tolerance and those which have not. Descriptive risk treatment guidance is in place 
stipulating the actions to be taken for each type of risk.
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Statement on Risk Management
and Internal Control

How Risks Are Treated

Our business is subject to a number of risk factors, many of which are outside our control. The treatment of selected high impact and 
high likelihood risks are outlined below:

Key Industry Risk Impact Mitigation Measures

Cyclicality in the petrochemical industry and 
fluctuations in crude oil prices.

• May adversely 
affect our business, 
operating results, 
cash flow and 
financial condition.

• Enhance operational excellence (increase plant 
capacity and utilisation rate) to be more cost 
competitive.

• Prudent financial management and maintenance 
of a strong balance sheet.

• Strengthen value and supply chain.

Our operations and production processes are 
subject to significant operating hazards and 
risks, for which we may not be fully insured, 
including but not limited to the following:

• Leakages and ruptures to pipelines and 
storage tanks;

• Mechanical failure and power outages; and
• Prolonged equipment breakdown or plant 

shutdown.

• Plant shutdown. • Periodic maintenance and refurbishment of 
machinery and equipment.

• Implementation of a Risk-Based Inspection (“RBI”) 
programme in line with the DOSH Special Scheme 
Inspection (“SSI”) regulation 2014.

• Yearly risk engineering survey conducted by 
insurers.

• All risks property damage insurance is in place.

Limitations on, or disruptions in, the supply of 
feedstock, and fluctuations in feedstock prices. 

• Financial impact 
due to increase 
operating expenses 
and adversely affects 
operation, cash flow 
and margins.

• Diversify supply sources/suppliers.
• Strict assessment of suppliers’ capabilities.
• Maintain close collaboration with reliable 

suppliers.
• Pricing risks managed by spreading out price 

counting.
• Price counting set around 30 days prior to cargo 

arrival.

We are subject to health and safety laws and 
regulations and are exposed to environmental 
compliance and clean-up costs.

• Prohibition order 
resulting in plant stop 
operation.

• Financial and 
reputational impact.

• Full compliance with safety and environmental 
laws and regulations.

• Carry out process safety audits.
• Implement recommended actions by the 

Department of Environment (“DOE”) and 
Department of Occupational Safety and Health 
(“DOSH”).

• Perform Guided Self-Regulation (“GSR”) 
environmental mainstreaming as recommended 
by the DOE.

We sell our products in a highly competitive 
market that may not allow us to preserve our 
market position.

• Loss of market share. • Differentiate ourselves in the domestic markets 
by the range and quality of our products, speed of 
delivery and high level of customer service.

We may not be able to obtain, renew or maintain 
our licenses, permits, approvals or technology 
licenses required to operate our business due 
to reasons beyond our control.

• Plant stop operation. 
• Financial impact.

• Compliance program implemented for monitoring.
• Due diligence on compliance done by external 

lawyers.
• Full understanding and compliance of conditions 

attached to all licenses, permits and approvals.
• Renewal process to be initiated between 3-6 

months before expiry of licenses/permits/
approvals.
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Statement on Risk Management
and Internal Control

Key Business Risk Impact Mitigation Measures

Trade war between US and China may lead to 
lower trade volume and drop in sales margin.

• Financial impact. • Adjust plant operating rate to balance demand 
and supply for profit maximization. 

• Explore opportunity to fill the supply gap in the 
absence of US import to China. 

The RM and/or the IDR may be subject to 
exchange rate fluctuations or further foreign 
exchange control.

• Increase Forex 
exposure. 

• Forward contract. 
• Daily monitoring of exchange rates.
• Regular dialogue with authority for compliance.

A cyber-incident may result in a business 
interruption loss as systems are unavailable 
both internally and externally. 

• Business interruption.
• Financial loss. 

• Firewalls installed to detect external threats and 
intrusions.

• Use of spam and email virus filtering system to 
filter malicious software and emails.

• Antivirus in place for servers desktops and laptops.
• Disaster recovery site set-up with real time 

replication of critical servers.

Loss of key members of our management or our 
inability to hire or retain qualified personnel.

• Disruption to 
business operation.

• Step-up succession planning initiatives for key 
positions.

• Benchmark and review overall compensation and 
benefit policy to improve remuneration package 
competitiveness. 

• Key talent retention program such as Global 
MBA program and Lotte Chemical Corporation 
exchange program.

Existing and proposed expansion plans may not 
be completed on schedule or within budget.

• Adverse impact on 
future growth and 
prospects.

• Financial impact.
• Loss of reputation.

• Strengthen project and contractor management.
• Leverage on parent company expertise in project 

management and delivery.
• Monitor project progress at various levels up to 

Board level.

OTHER KEY ELEMENTS OF INTERNAL CONTROL SYSTEMS

Organisation structure

The Group has an established organisation structure with clear defined lines of authority, responsibility and accountability to meet its 
business strategies and objectives within a reasonable control environment.

Business Code of Conduct and Ethics and Whistleblower Policy

The Group has in place a Business Code of Conduct and Ethics to provide guidance to employees for moral and ethical behaviour that 
is expected from the employees in following laws, policies, standards and procedures.

A Whistleblower Policy is established to provide appropriate communication and feedback channels which facilitate whistleblowing in 
a transparent and confidential manner to enable employees and stakeholders to raise genuine concerns about possible improprieties, 
improper conduct and other malpractices within the group in an appropriate way.

Delegation of Authority

The Group has established Authority Limits for approving revenue and capital expenditure. Major capital investments, acquisitions and 
disposals exceeding a certain threshold or execution of long-term contracts require the relevant Committee or Board Approval.
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Statement on Risk Management
and Internal Control

Business Process

The Group has in place well-established and documented business processes which are aligned with the strategic objectives and goals.

Annual Business Plans and Budgets

Operating plans and budgets are prepared by the respective Heads of Departments on an annual basis. The Group’s operating plan and 
budgets are presented to the Board for deliberation and approval. 

Actual performance against budget is monitored by the Board for corrective actions where necessary.

Monitoring by Senior Management

Regular management and operation meetings are conducted by Senior Management personnel which includes the President and CEO 
on financial and operational performance.

Monitoring by the Board

Board meetings are held at least once a quarter with a formal agenda on matters for discussion. The Board is kept updated on the 
Group’s activities and operations regularly.

Compliance Function

Monitoring of compliance with regulatory and legal requirements by the Compliance division.

REVIEW OF THE STATEMENT BY EXTERNAL AUDITORS

As required by paragraph 15.23 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad, the External Auditors 
have reviewed this Statement on Risk Management and Internal Control. Their review was performed in accordance with Audit and 
Assurance Practice Guide 3 (“AAPG 3”): Guidance for Auditors on Engagements to report on the Statement on Risk Management and 
Internal Control included in the Annual Report issued by the Malaysian Institute of Accountants. AAPG 3 does not require the External 
Auditors to, and they did not, consider whether the Statement covers all risks and controls, or to form an opinion on the adequacy and 
effectiveness of the Group’s risk and control procedures. AAPG 3 also does not require the External Auditors to consider whether the 
processes described to deal with material internal control aspects of any significant problems disclosed in the Integrated Annual Report 
will, in fact, remedy the problems.

Based on their review, the external auditors have reported to the Board that nothing has come to their attention that causes them to 
believe that this Statement on Risk Management and Internal Control is not prepared, in all material aspects, in accordance with the 
disclosures required by paragraphs 41 and 42 of the Statement on Risk Management and Internal Control Guidelines for Directors of 
Listed Issuers, nor is the Statement factually inaccurate. 

CONCLUSION 

For the financial year under review and up to the date of issuance of the financial statements, the Board is satisfied with the adequacy 
and effectiveness of the Group’s risk management and internal control system. The Board has received assurance from the President 
and CEO and Chief Financial Officer that the Group’s risk management and internal control system, in all material aspects, is operating 
adequately and effectively. In providing the above assurances by the President and CEO and the Chief Financial Officer, similar 
assurances have been obtained from the Risk Management Working Committee confirming the adequacy and effectiveness of the risk 
management practices and internal control systems within their respective areas.

For the financial year under review, there were no material control failures or adverse compliance events that directly resulted in any 
material loss to the Group.

This Statement does not include the state of risk management and internal control of the Company’s joint ventures and associate 
companies, which have not been dealt with as part of the Group.

This Statement was approved by the Board of Directors of the Company on 12 March 2019.
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1. UTILISATION OF PROCEEDS RAISED FROM CORPORATE PROPOSAL

 The Company was listed on the Main Market of Bursa Malaysia Securities Berhad (“Listing”) on 11 July 2017. In conjunction with 
the Listing, the Company undertook a public issue of 580,000,000 new ordinary shares at an issue price of RM6.50 per share, raising 
gross proceeds of RM3,770 million (“IPO proceeds”). On 4 July 2017, the Company undertook a share buyback exercise which was 
completed on 18 July 2017 whereby the Company received valid acceptances from 4,125 shareholders holding a total of 34,808,000 
ordinary shares in the Company amounting to RM226.252 million (“Buy Back Offer”). As a consequence of the Buy Back Offer, the 
IPO proceeds was reduced by the equivalent amount of RM226.252 million to RM3,544 million. The status of the utilization of the 
gross proceeds for the financial year ended 31 December 2018 is as follows:

Details of use of proceeds

Estimated 
timeframe for use 

from the date of 
Listing

Amount 
(RM’000)

Actual 
utilisation as at 

31 December 2018
 (RM’000)

Percentage 
utilised 

(%)

Funding of the following projects:

(i) LINE Project Within 36 months 2,621,018 80,128 3%

(ii) FNC Project Within12 months 220,000 220,000 100%

(iii) PP3 Project (Note 1) Within 12 months 620,000 510,000 82%

Estimated listing expenses (Note 2) Within 6 months 82,730 82,730 100%

Total 3,543,748 892,858 25%

Note 1: The PP3 project fund utlisation of RM510,000,000 excludes RM96,805,000 funded from our internally generated funds which will be reimbursed subsequently from 

the IPO proceeds. The percentage utilised would then increase to 98%.

Note 2 : The listing expenses has been revised from RM115,704,000 to RM82,730,000. The excess fund of RM32,974,000 from listing expenses would be invested in the LINE 

Project. Therefore, the funding for LINE Project has been revised from RM2,588,044,000 to RM2,621,018,000. 

 The utilisation of the proceeds as disclosed above should be read in conjunction with the prospectus of the Company dated 16 
June 2017.

2. AUDIT AND NON-AUDIT FEES

 The fees payable to the external auditors, Ernst & Young, Fiducia LLP and Wong Chan Lau CPA Co., Ltd in relation to the audit and 
non-audit services rendered to the Company and its subsidiaries for the financial year ended 31 December 2018 are as follows:

The Company 
(RM’000)

The Group 
(RM’000)

Audit fees 116 831

Non-audit fees 69 429

  The non-audit services were mainly for the services rendered by Ernst & Young in relation to the review of LCT Group's results. 

3. MATERIAL CONTRACTS INVOLVING DIRECTORS, CHIEF EXECUTIVE AND MAJOR SHAREHOLDERS’ INTEREST

 Save as disclosed in the prospectus of the Company dated 16 June 2017, there were no material contracts (not being contracts entered 
into in the ordinary course of business) which had been entered into by the Company and its subsidiaries involving the interest of 
the directors, chief executive or major shareholders, either still subsisting at the end of the financial year ended 31 December 2018 or 
entered into since the end of the previous period.

Additional Compliance Information
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Additional Compliance Information

4. RECURRENT RELATED PARTY TRANSACTIONS

 At the 2018 Annual General Meeting of the Company held on 24 April 2018, the Company had obtained a general mandate from 
its shareholders (“Shareholders’ Mandate”) for recurrent related party transactions (“RRPTs”) of a revenue or trading nature and 
contracts entered into from time to time which are necessary or would facilitate the day-to-day operations of the Group. The 
Shareholders’ Mandate is valid until the conclusion of the forthcoming 2019 Annual General Meeting to be held on 25 April 2019.

 
 Pursuant to Paragraph 10.09(2)(b) and Paragraph 3.1.5 of Practice Note 12 of the Main Market Listing Requirements, details of the 

RRPTs entered into during the financial year ended 31 December 2018 pursuant to the said Shareholders’ Mandate are as follows:
 

Related Party with 
whom the Group 
is transacting

Nature of 
Transactions

Company within 
the Group 
involved in 
RRPTs

Actual value 
transacted during 
the financial year

Interested Related 
Party Relationship

(1) Lotte Chemical 
Corporation 
(“LCC”) Group 
and persons 
connected to 
LCC and its major 
shareholders 

 (Buyer) 

Sale of goods, 
namely 
polyethylene and 
polypropylene to 
the LCC Group and 
persons connected 
to LCC and its 
major shareholders 
on an ad-hoc basis

(2) LCT Group 

 (Seller)

USD16,826,866 
(equivalent to 
RM69,629,572)(3)

Interested major 
shareholders
• LCC
• Lotte 
 Corporation(a)

• Lotte Property and 
Development(a)

• Hotel Lotte(a)

• Lotte Holdings(a)

• Kwangyoonsa(a) 

Interested 
Directors 
• Lee Dong Woo(b)

• Lee Kwan Ho(b)

• Cho Seongtaeg(b)(4)

(a) Lotte 
Corporation, 
Lotte 
Property and 
Development, 
Hotel Lotte, Lotte 
Holdings and 
Kwangyoonsa 
are the major 
shareholders 
of LCC which in 
turn is a major 
shareholder of 
LCT. 

(b) Lee Dong Woo, 
Lee Kwan Ho and  
Cho Seongtaeg 
are LCC’s 
representatives 
on our Board 
during the year.

 
Notes:
(1) LCC Group refers to Lotte Chemical Corporation and its subsidiaries (excluding LCT Group). LCC is the major shareholder and the 

holding company of LCT. 
(2) LCT Group refers to Lotte Chemical Titan Holding Berhad and its subsidiaries.
(3) The actual value transacted is based on the USD exchange rate by Bank Negara Malaysia at the rate of RM4.1380 on  

31 December 2018.
(4) Cho Seongtaeg resigned as a director of LCT on 1 February 2019.

5. IMPOSITION OF SANCTION AND/OR PENALTIES 

 Mr. Lee Dong Woo, Mr. Lee Kwan Ho and Mr. Cho Seongtaeg were reprimanded and imposed with monetary penalty by the 
Securities Commission Malaysia for breach of certain sections in the Capital Markets and Services Act 2007.
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Directors’ Responsibility Statement for the Audited Financial Statements

The Directors are required by the Companies Act, 2016 (CA) to prepare the financial statements for each financial year which have been 
made out in accordance with the applicable Malaysian Financial Reporting Standards, the International Financial Reporting Standards 
and the requirements of the CA in Malaysia.

The Directors are responsible to ensure that the financial statements give a true and fair view of the state of affairs of the Group and of 
the Company at the end of the financial year, and of the results and cash flows of the Group and of the Company for the financial year.

In preparing the financial statements, the Directors have:

• adopted appropriate accounting policies and applied them consistently;
• made judgements and estimates that are reasonable and prudent; and
• prepared the financial statements on a going concern basis.

The Directors are responsible to ensure that the Group and the Company keep accounting records which disclose the financial position 
of the Group and of the Company with reasonable accuracy, enabling them to ensure that the financial statements comply with the CA.

The Directors are responsible for taking such steps as are reasonably open to them to safeguard the assets of the Group and of the 
Company, and to detect and prevent fraud and other irregularities.
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Materiality Assessment and
Stakeholder Engagement

Reviewed existing sustainability matters by taking into account both 
internal and external factors, such as our business strategy, business 
risks, feedback from regular engagements with various stakeholders, in 
combination with an analysis of emerging sustainability issues as reported 
in industry specific publications and international voluntary reporting 
standards 

Conducted an impact assessment to review and update the level of impact 
of each sustainability matter from the business perspective, by taking 
into account the degree of likelihood an impact or occurrence of events 
associated with these sustainability matters

This year, we expanded our scope of engagement to obtain our key 
stakeholders' perception on the importance of each sustainability matter to 
our Company. The key stakeholder groups - Board of Directors, employees, 
major customers and major suppliers; whom with high level of influence 
and dependence were engaged through survey forms. In the coming year, 
we seek to expand our engagement directly with other key stakeholder 
groups

Presented the outcome of materiality assessment to the Sustainability 
Working Group and the Board of Directors to seek for deliberation and 
approval

Review existing 
sustainability 

matters 

Impact Assessment 
(input for x-axis of 
Materiality Matrix)

Stakeholder Engagement
(input for y-axis of 
Materiality Matrix)

Validation

STEP 1

STEP 2

STEP 3

STEP 4
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Materiality Assessment and
Stakeholder Engagement

Significance of LCT’s Economic, Environmental and Social Impacts

8 Data Security and 
Protection

10
Sustainable Supply 
Chain Management

9
Occupational Health 
and Safety

11
Community 
Development

In
flu
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4

6

Environmental 
Management

2

11

Customer Value 
Creation 6

8

Human Capital 
Development

Materiality Matrix

1

10

Sustainable 
Manufacturing

Regulatory 
Compliance5

7

3

9

Business 
Development

Human Rights & Fair 
Employment Practices7

3

Based on the outcome of our materiality assessment, the material matters identified include – Sustainable Manufacturing, Customer 
Value Creation, Business Development, Environmental Management, Regulatory Compliance and Human Capital Development.

These sustainability matters are considered to be our top material sustainability matters, which are of high relevance and importance 
to our stakeholders and business performance. The details of our initiatives in managing and mitigating these material sustainability 
matters are discussed in Section 3: Our “Value Creation” Process of this IR.

Our Sustainability Themes Redefining Business in Society Realising Shared Values Recognising our Talent

5

14

2
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Materiality Assessment and
Stakeholder Engagement

Diagram below presents the significance of each sustainability matter to the relevant key stakeholder groups across LCT’s business 
value chain:

No
Sustainability 
Matters

Board of 
Directors Employees Regulators

Shareholders/ 
Investors Customers Suppliers

Local 
Community

Details of our 
sustainability 

initiatives

1 Sustainable 
Manufacturing

pg.56-59

2 Customer Value 
Creation

pg.60-61

3 Business 
Development

pg.62-63

4 Environmental 
Management

pg.70-76

5 Regulatory 
Compliance

pg.64-65

6 Human Capital 
Development

pg.84-86

7 Human Rights & 
Fair Employment 
Practices

pg.87-90

8 Data Security 
and Protection

pg.66-67

9 Occupational 
Health and 
Safety

pg.80-83

10 Sustainable 
Supply Chain 
Management

pg.68-69

11 Community 
Development

pg.77-79
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Materiality Assessment and
Stakeholder Engagement

At LCT, we actively listen to our stakeholders to appreciate their concerns in relation to our operating 
practices and environment. The diagram below presents how we engaged various stakeholder 
groups through different engagement channels throughout the year, as well as our initiatives to 
respond to them which help us understand how various stakeholders perceive our achievements 
and the areas we could improve on.

• Communications are held on a regular 
basis through corporate volunteering 
programmes and partnerships with 
non-governmental organisations.

• Main discussion issues focus on 
community enrichment, environmental 
conservation and education support. 

• Communications are actively 
pursued through investor briefings, 
announcements and meetings.

• The main topics of discussions are 
the company’s financial performance, 
strategic growth plans and compliance 
with regulatory requirements. 

• Communications are actively pursued 
and usually through quarterly board 
meetings, annual general meeting and 
other key company events.

• The main topics of discussions are 
the company’s financial performance, 
strategic growth plans, compliance 
with regulatory requirements, as well as 
talent management.

• Participation in various local and 
international industry conferences/ 
events to engage with stakeholders 
within the petrochemical industry. 

• These meetings are used not only to 
jointly discuss cross industry trends 
throughout the entire value chain, 
but also to identify opportunities for 
different players to collaborate for the 
advancement of the industry.

• LCT is in daily conversation with our 
customers about product quality and 
innovative solutions – in meeting their 
changing expectations. 

• In addition, we organise regular client 
meetings to share knowledge, best 
practices and innovation within its 
value chain. 

• LCT has an active employee council 
to discuss matters of interest. Other 
engagement platforms such as the 
biennial employee engagement survey 
allow them to constantly engage with 
us. 

• The discussion points are centered 
around career development plans, 
welfare programmes and workplace 
health and safety, as well as the 
Company's future prospects.

• Regular communications are done via 
press conferences, media releases/ 
media interviews and analyst briefings. 

• The topic of discussions are 
predominantly on the Company’s 
financial performance and its strategic 
growth plan, as well as other matters of 
interest that may impact the Company’s 
reputation. 

• Our procurement officers are in daily 
contact with suppliers/vendors to 
mutually agree on the commercial 
terms and to prevent any disruptions in 
our operations. Key partners are bring 
onboard for our business expansion 
projects through planning meetings. 

• LCT is in constant contact with local 
government authorities through one-
to-one meetings. 

• The topics of discussions mainly about 
issuing permits, compliance with 
regulations. LCT aims to engage with 
regulatory bodies to discuss other 
sustainability-related issues within the 
petrochemical industry. 

Local Communities 

Shareholders/Investors

Board of Directors

Industry Trade Associations

Customers

Employees

Media/Analyst

Suppliers/Vendors/Contractors 

Regulators
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List of Properties

Location

Registered/
Beneficial 

Owner
Existing 

Use

Tenure of 
land/Age 

of Building 
(years) Land Area

Net book 
value as at 

31.12.2018 
RM’000

Date of last 
revaluation/

date of 
acquisition (if 

no revaluation 
is done)

1 1 piece of industrial land bearing postal 
address 
PLO 425, Jalan Perak, Pasir Gudang Industrial 
Estate, 81700 Pasir Gudang, Johor on H.S.(D) 
189009 P.T. No. PTD 109065 in the Mukim 
of Plentong, District of Johor Bahru and 
buildings erected thereto comprising:

- 5 production plants, 1 cogeneration 
plant, 1 single-storey technical station, 1 
material store and 1 single-storey office. 

LCTM Industrial 
land

Leasehold 
60 years 

expiring on 
26 November 

2051

6-19

28.02 acres  23,080 January 1997 
Revaluation

2 1 piece of industrial land bearing postal 
address 
PLO 426, Jalan Tembaga 3, Pasir Gudang 
Industrial Estate, 81700 Pasir Gudang, Johor 
on H.S.(D) 189010 P.T.No. PTD 109066 in the 
Mukim of Plentong, District of Johor Bahru

- currently used for three flare stacks

LCTM Industrial 
land

Leasehold 
60 years 

expiring on 
26 November 

2051

15.49 acres  10,662 January 1997
 Revaluation

3 1 piece of industrial land bearing postal 
address
PLO 257, Jalan Tembaga 4, Pasir Gudang 
Industrial Estate, 81700 Pasir Gudang, Johor 
on PN6731 Lot No. 51758 (previously known 
as HSD 162760 PT No. PTD 90011) in the 
Mukim of Plentong, District of Johor Bahru 
and buildings erected thereto comprising:

- 2 production plants, 3 material stores, 1 
maintenance workshop, 1 control room, 
and 1 single-storey warehouse and 1 
single-storey manufacturing office

LCTM Industrial 
land

Leasehold 
60 years 

expiring on 
20 May 2050

19-24

41.90 acres  29,989 January 1997
 Revaluation

4 1 piece of industrial land bearing postal 
address 
PLO 312, Jalan Tembaga 4, Pasir Gudang 
Industrial Estate, 81700 Pasir Gudang, Johor 
on H.S.(D) 162764 P.T. No. PTD 90015 in the 
Mukim of Plentong, District of Johor Bahru 
and buildings erected thereto comprising:

-  3 production plants, 2 double-storey 
offices, 1 maintenance office, 1 
maintenance workshop, 1 control room 
and 1 double-deck warehouse, 1 single-
storey canteen, 1 safety and security office

LCTM Industrial 
land

Leasehold 
60 years 

expiring on 
20 May 2050

1-26

36.72 acres  55,476 January 1997
 Revaluation
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List of Properties

Location

Registered/
Beneficial 

Owner
Existing 

Use

Tenure of 
land/Age 

of Building 
(years) Land Area

Net book 
value as at 

31.12.2018 
RM’000

Date of last 
revaluation/

date of 
acquisition (if 

no revaluation 
is done)

5 1 piece of industrial land bearing postal 
address 
PLO 8, Persiaran Tg. Langsat, Tg. Langsat 
Industrial Estate, 81700 Pasir Gudang, Johor 
on H.S.(D)310853 P.T.D 2855 in the Mukim 
of Sg Tiram, District of Johor Bahru and 
buildings erected thereto comprising:

- 2 production plants, 1 cogeneration plant, 
1 flare stack, 1 single-storey multi-purpose 
building, 2 single-storey warehouses, 2 
single-storey technician station, 1 guard 
shed and parking bays, 3 material stores, 
1 maintenance workshop, 1 control 
room and 1 single-storey office (Plastic 
Technical Centre)

LCTM Industrial 
land

Leasehold  
60 years 

expiring on 
14 February 

2061

17-18

100.0 acres  78,784 August 1997
Acquisition

6 1 piece of land held under HGB Certificate 
No.14 at Gerem. Jl. Raya Merak Km.116, Kel. 
Rawa Arum – Cilegon thereto comprising:

- Access route to PE1 Plant (Indonesia), 
PE2 Plant (Indonesia) and PE3 Plant 
(Indonesia)

PT LCT 
Nusantara

Vacant land Leasehold 
50 years 

expiring on 
18 October 

2039

4.03 acres 1,916 October 1989 
Acquisition

7 1 piece of land held under HGB Certificate 
No.2 at Rawa Arum. Jl. Raya Merak Km.116, 
Kel. Rawa Arum – Cilegon thereto comprising:

- Access route to PE1 Plant (Indonesia), 
PE2 Plant (Indonesia) and PE3 Plant 
(Indonesia)

PT LCT 
Nusantara

Vacant land Leasehold 
50 years 

expiring on 
18 October 

2039

2.69 acres  1,284 October 1989
Acquisition

8 1 piece of land held under HGB Certificate 
No.17 at Rawa Arum Jl. Raya Merak Km.116, 
Kel. Rawa Arum and buildings erected 
thereto comprising:

- 3 production plants (namely PE1 Plant 
(Indonesia), PE2 Plant (Indonesia) and 
PE3 Plant (Indonesia)), administration 
building, warehouse, workshop and 
technical office and parking area

PT LCT 
Nusantara

Industrial 
land

Leasehold 
30 years 

expiring on 
21 February 

2025

92.63 acres  43,802 October 1995
Acquisition

9 1 piece of land held under HGB Certificate 
No.18 at Rawa Arum Jl. Raya Merak Km.116, 
Kel. Rawa Arum 

- Currently used as staff car park area

PT LCT 
Nusantara

Vacant land Leasehold 
30 years 

expiring on 
21 February 

2025

2.01 acres 962 October 1995
Acquisition

10 1 piece of land held under HGB Certificate 
No.20 at Rawa Arum Jl. Raya Merak Km.116, 
Kel. Rawa Arum

PT LCT 
Nusantara

Vacant land Leasehold 
30 years 

expiring on 
21 February 

2025

80.13 acres  17,062 November 1995 
Acquisition
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List of Properties

Location

Registered/
Beneficial 

Owner
Existing 

Use

Tenure of 
land/Age 

of Building 
(years) Land Area

Net book 
value as at 

31.12.2018 
RM’000

Date of last 
revaluation/

date of 
acquisition (if 

no revaluation 
is done)

11 1 piece of land held under HGB Certificate 
No.124 at Rawa Arum Jl. Raya Merak Km.116, 
Kel. Rawa Arum (splitting process from HGB 
No.20 Rawa Arum)

PT LCT 
Nusantara

Vacant land Leasehold 
expiring on 
21 February 

2025 
(Following 

expiry date 
of HGB No.20 

Rawa Arum)

5.25 acres  1,117 February 2018
Acquisition

12 1 piece of land held under HGB Certificate 
No.838 at Kotabumi Jl. Palam Putri, RT 007 
RW 14 Kotabumi, Purwakarta, Cilegon and 
buildings erected thereto comprising:

- housing complex comprising 5 residential 
houses and 1 function hall

PT LCT 
Nusantara

Residential Leasehold 
20 years 

expiring on 
7 October 

2024

3.22 acres  2,480 August 1984 
Acquisition

13 1 piece of land held under HGB Certificate 
No.839 at Kotabumi Jl. Palam Putri, RT 007 
RW 14 Kotabumi, Purwakarta, Cilegon and 
buildings erected thereto comprising:

- housing complex comprising 4 residential 
houses

PT LCT 
Nusantara

Residential Leasehold 
20 years 

expiring on 
7 October 

2024

1.52 acres  1,143 October 1986
Acquisition

14 1 piece of land held under HGB Certificate 
No.840 at Kotabumi Jl. Palam Putri, RT 007 
RW 14 Kotabumi, Purwakarta, Cilegon and 
buildings erected thereto comprising:

- housing complex comprising 6 residential 
houses, 1 function hall, 1 diesel house and 
1 security post

PT LCT 
Nusantara

Residential Leasehold 
20 years 

expiring on 
7 October 

2024

1.10 acres 795 October 1986
Acquisition

15 1 piece of land held under HGB Certificate 
No.841 at Kotabumi Jl. Palam Putri, RT 007 
RW 14 Kotabumi, Purwakarta, Cilegon and 
buildings erected thereto comprising:

- housing complex comprising 1 residential 
houses

PT LCT 
Nusantara

Residential Leasehold 
30 years 

expiring on 
25 August 

2027

0.39 acres  295 October 1991
Acquisition

16 1 piece of land held under HGB Certificate 
No.3045 at Warnasari Village, District of 
Citangkil, Cilegon City, Banten Province 

PT LC 
Indonesia

Vacant land Leasehold 
30 years 

expiring on 
8 February 

2047

79.35 acres  146,578 March 2017
Acquisition

17 1 piece of land held under HGB Certificate 
No.3046 at Warnasari Village, District of 
Citangkil, Cilegon City, Banten Province 

PT LC 
Indonesia

Vacant land Leasehold 
30 years 

expiring on 
8 February 

2047

35.62 acres  65,778 March 2017
Acquisition

18 1 piece of land held under HGB Certificate 
No.22 at Rawa Arum Village, District of Pulo 
Merak, Cilegon City, Banten Province

PT LC 
Indonesia

Vacant land Leasehold 
8 years 

expiring on 
24 September 

2026

8.62 acres  27,870 July 2018
Acquisition

19 1 piece of land held under HGB Certificate 
No.128 at Rawa Arum Village, District of Pulo 
Merak, Cilegon City, Banten Province

PT LC 
Indonesia

Vacant land Leasehold 
16 years 

expiring on  
3 March 2034

1.29 acres  4,200 July 2018
Acquisition
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Analysis of Shareholdings
as at 18 February 2019

Class of shares : Ordinary shares 

Voting Rights : One vote per share

Issued Shares : 2,307,791,500 ordinary shares

DISTRIBUTION OF SHAREHOLDINGS

Size of Shareholdings No. of Shareholders % No. of Shares %

1 – 99 202 2.630 1,682 *1

100 – 1,000 2,470 32.165 1,854,219 0.081

1,001 – 10,000 3,841 50.019 15,763,376 0.693

10,001 – 100,000 980 12.762 28,882,800 1.270

100,001 – 113,649,174
(less than 5% of issued shares*2)

185 2.409 498,689,923 21.939

113,649,175
(5% of issued shares*2) and above

1 0.013 1,727,791,500 76.014

TOTAL 7,679 100.000 2,272,983,500 100.000

Notes:
*1 Less than 0.001%
*2 Excluding a total of 34,808,000 Lotte Chemical Titan Holding Berhad (“LCT”) shares bought back by LCT and retained as treasury shares as at 18 February 2019.

THIRTY LARGEST SHAREHOLDERS

Name of Shareholders No. of Shares %

1. Maybank Securities Nominees (Asing) Sdn Bhd
Pledged Securities Account for Lotte Chemical Corporation

1,727,791,500 76.014

2. Citigroup Nominees (Tempatan) Sdn Bhd
Employees Provident Fund Board

102,646,125 4.515

3. Kumpulan Wang Persaraan (Diperbadankan) 69,305,200 3.049

4. Urusharta Jamaah Sdn Bhd 57,672,100 2.537

5. Citigroup Nominees (Tempatan) Sdn Bhd
Exempt AN for AIA Bhd

27,058,100 1.190

6. Amanahraya Trustees Berhad
Amanah Saham Bumiputera

21,000,000 0.923

7. CIMB Group Nominees (Tempatan) Sdn Bhd
Yayasan Hasanah (AUR-VCAM)

20,065,700 0.882

8. Citigroup Nominees (Asing) Sdn Bhd
Exempt AN for Citibank New York (Norges Bank 14)

17,402,900 0.765

9. HSBC Nominees (Asing) Sdn Bhd
HSBC-FS P for HSBC Pooled Asia Pacific Ex Japan Equity Fund

14,853,800 0.653

10. Cartaban Nominees (Tempatan) Sdn Bhd
PAMB for Prulink Equity Fund

12,602,800 0.554
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Analysis of Shareholdings
as at 18 February 2019

THIRTY LARGEST SHAREHOLDERS (Cont'd)

Name of Shareholders No. of Shares %

11. RHB Nominees (Tempatan) Sdn Bhd
OSK Capital Sdn Bhd for Yayasan Islam Terengganu

10,000,000 0.439

12. HSBC Nominees (Asing) Sdn Bhd
JPMCB NA for Vanguard Total International Stock Index Fund

8,108,009 0.356

13. HSBC Nominees (Asing) Sdn Bhd
JPMCB NA for Vanguard Emerging Markets Stock Index Fund

7,555,447 0.332

14. Citigroup Nominees (Tempatan) Sdn Bhd
Kumpulan Wang Persaraan (Diperbadankan) (VCAM Equity FD)

7,062,300 0.310

15. Amanahraya Trustees Berhad
Amanah Saham Malaysia 3

6,294,100 0.276

16. Amanahraya Trustees Berhad
Amanah Saham Malaysia 2 - Wawasan

6,000,000 0.263

17. Amanahraya Trustees Berhad
Amanah Saham Malaysia

6,000,000 0.263

18. Amanahraya Trustees Berhad
Amanah Saham Bumiputera 2

6,000,000 0.263

19. HSBC Nominees (Asing) Sdn Bhd
HSBC BK PLC for Asia Ex Japan Equity (LXG HGIF)

4,558,700 0.200

20. Amanahraya Trustees Berhad
Amanah Saham Bumiputera 3 - Didik

4,079,400 0.179

21. Permodalan Nasional Berhad 4,000,000 0.175

22. Citigroup Nominees (Tempatan) Sdn Bhd
Employees Provident Fund Board (RHBIslamic)

3,587,200 0.157

23. Citigroup Nominees (Asing) Sdn Bhd
Exempt AN for Citibank New York (Norges Bank 1)

3,259,600 0.143

24. Cartaban Nominees (Asing) Sdn Bhd
BCSL Client AC PB Cayman Clients

2,921,300 0.128

25. Maybank Nominees (Tempatan) Sdn Bhd
National Trust Fund (IFM Maybank)

2,729,300 0.120

26. Kenanga Nominees (Tempatan) Sdn Bhd
Rakuten Trade Sdn Bhd for Chua Seng Sam

2,490,000 0.109

27. DB (Malaysia) Nominee (Tempatan) Sendirian Berhad
Deutsche Trustees Malaysia Berhad for Hong Leong Penny Stockfund

2,459,400 0.108

28. Cartaban Nominees (Tempatan) Sdn Bhd
PBTB for Takafulink Dana Ekuiti

2,269,200 0.099

29. Malacca Equity Nominees (Tempatan) Sdn Bhd
Exempt AN for Phillip Capital Management Sdn Bhd

1,935,800 0.085

30. Cartaban Nominees (Tempatan) Sdn Bhd
PAMB for Prulink Dana Unggul

1,900,000 0.083

TOTAL 2,163,607,981 95.188
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SUBSTANTIAL SHAREHOLDERS’ SHAREHOLDINGS
(According to the Register of Substantial Shareholders as at 18 February 2019)

Direct

No. of Shares %

Lotte Chemical Corporation 1,727,791,500 76.014

DIRECTORS’ SHAREHOLDINGS
(According to the Register of Directors’ Shareholdings as at 18 February 2019)

Direct

No. of Shares %

Tan Sri Dato’ Abdul Rahman Mamat 30,000 0.001

Lee Kwan Ho 22,500 *3

Lee Dong Woo 22,500 *3

Ang Ah Leck 30,000 0.001

Kim So Yun - -

Tan Sri Datuk (Dr.) Rafiah binti Salim 32,500 0.001

Tan Sri Datin Paduka Siti Sa'diah binti Sheikh Bakir - -

Notes:
*3 Less than 0.001%

Analysis of Shareholdings
as at 18 February 2019
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Notice of Annual General Meeting

Lotte Chemical Titan Holding Berhad 
(Company No. 222357-P)
(Incorporated in Malaysia)

NOTICE IS HEREBY GIVEN that the 2019 Annual General Meeting of the Company will be held at @mySpace 2, 3rd Floor, the Malaysia 
International Trade and Exhibition Centre (“MITEC”), Kompleks MITEC, No. 8, Jalan Dutamas 2, 50480 Kuala Lumpur on Thursday, 25 April, 
2019 at 2.00 p.m. to transact the following business:

AGENDA 
1. To receive the Audited Financial Statements for the financial year ended 31 December 2018 together with the Reports of the Directors 

and Auditors thereon.

2. To re-elect the following Directors who are retiring by rotation pursuant to Article 94 of the Company’s 
Constitution:

i. Mr Lee Dong Woo
ii. Tan Sri Datuk (Dr.) Rafiah binti Salim

Resolution 1
Resolution 2

3. To re-elect the following Directors who are retiring by rotation persuant to Article 101 of the Company's 
Constitution:

i. Tan Sri Datin Paduka Siti Sa'diah binti Sheikh Bakir
ii. Ms Kim So Yun

Resolution 3
Resolution 4

4. i. To approve the payment of Directors’ Fees amounting to RM600,000 for the financial year ended  
31 December 2018.

ii. To approve the payment of Directors’ Fees amounting to RM764,712 for the financial year ending  
31 December 2019.

iii. To approve the payment of Directors’ remuneration and benefits (excluding Directors’ Fees) to the Non-
Executive Directors up to an amount of RM191,000 with effect from the 2019 Annual General Meeting 
until the next Annual General Meeting of the Company.

Resolution 5

Resolution 6

Resolution 7

5. To declare a final single tier dividend of 17 sen per ordinary share for the financial year ended 31 December 
2018.

Resolution 8 

6. To re-appoint Messrs. Ernst & Young as Auditors of the Company and to authorise the Directors to fix their 
remuneration.

 Resolution 9

As Special Business:
7. To consider and if thought fit, to pass the following ordinary/special resolutions:
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Notice of Annual General Meeting

7.1 Ordinary Resolution
 Proposed renewal of the existing shareholders' mandate and proposed new shareholders' 

mandate for recurrent related party transactions of a revenue or trading in nature and contracts 
entered into from time to time which are necessary or would facilitate the day-to-day operations

 “THAT subject to the provisions of the Main Market Listing Requirements of Bursa Malaysia Securities 
Berhad, approval be and is hereby given for the renewal of the existing shareholders' mandate and new 
shareholders' mandate for the Company and/or its subsidiaries to enter into Recurrent Related Party 
Transactions of a revenue or trading in nature and contracts entered into from time to time with Related 
Party(ies) as specified in Section 2.3 of the Circular to Shareholders dated 27 March 2019 which are 
necessary for the day-to-day operations, in the ordinary course of business, based on normal commercial 
terms which are not more favourable to the Related Party(ies) than those generally available to the public 
and are not detrimental to minority shareholders of the Company (“Shareholders’ Mandate”) and such 
approval shall continue to be in force until:

(i) the conclusion of the next Annual General Meeting (“AGM”) of the Company following the 
forthcoming AGM at which the Shareholders’ Mandate is passed, at which time such Shareholders’ 
Mandate will lapse, unless by a resolution passed at the meeting, the authority for the Shareholders’ 
Mandate is renewed;

(ii) the expiration of the period, within which the next AGM of the Company is required to be held 
pursuant to Section 340(2) of the Companies Act 2016 (“Act”) (but shall not extend to such 
extension as may be allowed pursuant to Section 340(4) of the Act); or

(iii) revoked or varied by resolution passed by the shareholders in general meeting,

 whichever is the earlier.

 AND THAT the Directors of the Company be authorized to complete and do all such acts and things as 
they may consider expedient or necessary to give full effect to the Shareholders’ Mandate.” 

Resolution 10

7.2 Special Resolution 
 Proposed adoption of the new Constitution of the Company
 
 “THAT approval be and is hereby given for the Company to adopt a new Constitution as set out in 

Appendix 2 of the Circular to Shareholders dated 27 March 2019, in place of the existing Constitution. 
(“Proposed Adoption”)

 AND THAT, the Directors of the Company be and are hereby authorized to assent to any modification, 
variation and/or amendments as may be required by the relevant authorities and to do all acts and things 
and take all such steps as may be considered necessary to give effect to the Proposed Adoption.”

Resolution 11
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Notice of Annual General Meeting

NOTICE OF DIVIDEND ENTITLEMENT AND PAYMENT

NOTICE IS ALSO HEREBY GIVEN that subject to the approval of the shareholders at the 2019 Annual General Meeting to be held on  
25 April 2019, a final single tier dividend of 17 sen per ordinary share in respect of the financial year ended 31 December 2018 will be paid 
on 3 June 2019. The entitlement date for the dividend payment is on 16 May 2019.

A Depositor shall qualify for the entitlement to the dividend only in respect of:

(a) Securities transferred into the Depositor’s Securities Account before 4.00 p.m. on 16 May 2019 in respect of transfers; and
(b) Securities bought on Bursa Malaysia Securities Berhad on a cum entitlement basis according to the rules of Bursa Malaysia Securities 

Berhad.

By Order of the Board

Philip Kong Chock Hoon (MACS 01402)
Cynthia Gloria Louis (MAICSA 7008306)
Chew Mei Ling (MAICSA 7019175)
Company Secretaries

Kuala Lumpur
27 March 2019

Notes:
1. In respect of deposited securities, only members whose names appear in the Record of Depositors on 18 April 2019 (General Meeting 

Record of Depositors) shall be entitled to attend, speak and vote at this 2019 Annual General Meeting.
2. A member entitled to attend and vote at the above meeting is entitled to appoint not more than two (2) proxies to attend and vote 

instead of him save for a member who is an authorised nominee defined under the Securities Industry (Central Depositories) Act 
1991 and holds ordinary shares in the Company for multiple beneficial owners in one (1) securities account (“omnibus account”), 
there is no limit to the number of proxies which such member may appoint in respect of each omnibus account it holds. There shall 
be no restriction as to the qualification of the proxy and a proxy duly appointed to attend and vote at a meeting of the Company shall 
have the same rights as the member to speak at the meeting.

3. Where a member appoints two (2) proxies, the appointment shall be invalid unless he specifies the proportions of his holding(s) to 
be represented by each proxy.

4. The instrument appointing a proxy shall be in writing under the hand of the appointer or his attorney duly authorised in writing or 
if the appointer is a corporation, either under its Common Seal or attorney duly authorised in writing.

5. The Form of Proxy must be deposited at the office of the Company’s Share Registrar, Tricor Investor & Issuing House Services Sdn Bhd, 
Unit 32-01, Level 32, Tower A, Vertical Business Suite, Avenue 3, Bangsar South, No. 8, Jalan Kerinchi, 59200 Kuala Lumpur, Malaysia, 
not less than forty-eight (48) hours before the time appointed for holding the meeting.

Explanatory Notes to Ordinary and Special Business

1. Item 1 of the Agenda – Audited Financial Statements for financial year ended 31 December 2018

 The Agenda No. 1 is meant for discussion only as Section 340(1)(a) of the Act does not require a formal approval of the shareholders 
for the audited financial statements. Hence, this item of the Agenda is not put forward for voting.

2. Resolution 5 and 6 – Directors’ fees

 The Company adopted the following fees for Non-Executive Directors:

Independent Chairman RM240,000 per annum

Independent Directors RM180,000 per director per annum
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3. Resolution 7 – Directors’ remuneration and benefits

 The Directors’ remuneration and benefits (excluding Directors’ Fees) comprise meeting allowances and other emoluments payable 
to the Non-Executive Directors from 2019 Annual General Meeting until the next Annual General Meeting of the Company (“the 
Relevant Period”). 

 The meeting allowance for Board Meetings and Committee Meetings is stated below:

 Board Meeting Allowance

Independent Chairman RM2,000 per meeting

Independent Directors RM1,500 per meeting

 Committee Meeting Allowance

Audit Committee RM1,500 per meeting

Risk Management Committee RM1,500 per meeting

Nomination and Remuneration Committee RM1,500 per meeting

 In determining the estimated total meeting allowances for the Relevant Period, the Board has considered various factors, among 
others, the size of the Board and Board Committee as well as the number of meetings scheduled to be held during the Relevant 
Period. 

4. Resolution 10 – Proposed renewal of the existing shareholders’ mandate and proposed new shareholders' mandate for 
recurrent related party transactions of a revenue or trading in nature and contracts entered into from time to time which are 
necessary or would facilitate the day-to-day operations

 The proposed Ordinary Resolution 10, if approved, will allow Lotte Chemical Titan Group to enter into Recurrent Related Party 
Transactions pursuant to Paragraph 10.09 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad. Further 
information on the proposed renewal of the existing shareholders’ mandate and proposed new shareholders' mandate for recurrent 
related party transactions of a revenue or trading in nature and contracts entered into from time to time which are necessary or 
would facilitate the day-to-day operations is set out in the Circular to Shareholders of the Company dated 27 March 2019 which is 
dispatched together with the Company’s 2018 Integrated Annual Report.

5. Resolution 11 – Proposed adoption of the new Constitution

 The Special Resolution, if passed will streamline the Company’s Constitution with the new provisions of the Companies Act 2016, 
amendments made to Main Market Listing Requirements and enhance administrative efficiency.

 The Board proposed that the existing Constitution be revoked in its entirety and the proposed new Constitution of the Company as 
set out in “Appendix 2” of the Circular be adopted as the new Constitution of the Company. The Proposed Adoption shall take effect 
once it has been passed by a majority or not less than 75% of such members who are entitled to vote and do vote in person or by 
proxy at the 2019 Annual General Meeting.
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Statement Accompanying Notice of Annual General Meeting

The following is the statement made pursuant to paragraph 8.27(2) of the Main Market Listing Requirements of Bursa Malaysia Securities 
Berhad:

Directors Standing for Re-Election at the Annual General Meeting

The following are Directors retiring pursuant to Article 94 and Article 101 of the Company’s Constitution and standing for re-election:

Article 94: Retirement by rotation
i) Mr Lee Dong Woo 
ii) Tan Sri Datuk (Dr.) Rafiah binti Salim

Article 101: Retirement after appointment to fill casual vacancy
i) Tan Sri Datin Paduka Siti Sa’diah binti Sheikh Bakir
ii) Ms Kim So Yun

The details of the Directors seeking for re-election are set out in the Directors’ profiles appearing on pages 95 to 100 of this Integrated 
Annual Report.

The details of the shareholding of the Directors seeking for re-election are stated on page 150 of this Integrated Annual Report.
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Form of Proxy

Lotte Chemical Titan Holding Berhad 
(Company No. 222357-P)
(Incorporated in Malaysia)

No. of shares held

CDS Account no.

Tel no.

I/We  

NRIC No./Company No.        of  

 

being a member/members of LOTTE CHEMICAL TITAN HOLDING BERHAD (222357-P) hereby appoint the following person(s):

Name NRIC/Passport No. Address No. of shares to be 
represented by proxy 

1.

2.

For a member who is an authorised nominee with omnibus account, please state the details of the proxies as above if more than two (2) on your letterhead and to attach the same to this Form of 
Proxy

or failing him/her/them, THE CHAIRMAN OF THE MEETING, as my/our proxy/proxies, to vote for me/us on my/our behalf at the 2019 Annual General 
Meeting of the Company to be held at @mySpace 2, 3rd Floor, the Malaysia International Trade and Exhibition Centre (“MITEC”), Kompleks MITEC, No. 8, 
Jalan Dutamas 2, 50480 Kuala Lumpur on Thursday, 25 April, 2019 at 2.00 p.m. and at any adjournment thereof in the manner as indicated below in respect 
of the following Resolutions:

RESOLUTIONS FOR AGAINST
Resolution 1 Re-election of Mr Lee Dong Woo as a Director.
Resolution 2 Re-election of Tan Sri Datuk (Dr.) Rafiah binti Salim as a Director.
Resolution 3 Re-election of Tan Sri Datin Paduka Siti Sa'diah binti Sheikh Bakir as a Director.
Resolution 4 Re-election of Ms Kim So Yun as a Director.
Resolution 5 To approve the payment of Directors’ Fees for the financial year ended 31 December 2018.
Resolution 6 To approve the payment of Directors’ Fees for the financial year ending 31 December 

2019.
Resolution 7 To approve the payment of Directors’ Remuneration and Benefits.
Resolution 8 To declare a final single tier dividend. 
Resolution 9 To re-appoint Messrs. Ernst & Young as Auditors of the Company. 
Resolution 10 Proposed renewal of existing and new shareholders’ mandate for recurrent related party 

transactions. 
Resolution 11 Proposed adoption of the new Constitution of the Company. 

Please indicate with an “x” in the appropriate space how you wish your vote(s) to be cast. If no instruction as to voting is given, the proxy/proxies may vote or abstain from voting at his/her/their 
discretion. 

Date:                
 Signature of Shareholder(s)

Notes:
1. In respect of deposited securities, only Members whose names appear in the Record of Depositors on 18 April 2019 shall be entitled to attend, speak and vote at this 2019 Annual General Meeting.
2. A member entitled to attend and vote at the above meeting is entitled to appoint not more than two (2) proxies to attend and vote instead of him save for a member who is an authorised 

nominee defined under the Securities Industry (Central Depositories) Act 1991 and holds ordinary shares in the Company for multiple beneficial owners in one (1) securities account (“omnibus 
account”), there is no limit to the number of proxies which such member may appoint in respect of each omnibus account it holds. There shall be no restriction as to the qualification of the proxy 
and a proxy duly appointed to attend and vote at a meeting of the Company shall have the same rights as the member to speak at the meeting.

3. Where a member appoints two (2) proxies, the appointment shall be invalid unless he specifies the proportions of his holding(s) to be represented by each proxy.
4. The instrument appointing a proxy shall be in writing under the hand of the appointer or his attorney duly authorised in writing or if the appointer is a corporation, either under its Common Seal 

or attorney duly authorised in writing.
5. The Form of Proxy must be deposited at the office of the Company’s Share Registrar, Tricor Investor & Issuing House Services Sdn Bhd, Unit 32-01, Level 32, Tower A, Vertical Business Suite, Avenue 

3, Bangsar South, No. 8, Jalan Kerinchi, 59200 Kuala Lumpur, Malaysia, not less than forty-eight (48) hours before the time appointed for holding the meeting.

PERSONAL DATA NOTICE
By submitting the proxy form, the shareholder or proxy accepts and agrees to the collection, use and disclosure of their personal data by the Company (or its 
agents or service providers) for the purpose of preparation and compilation of documents relating to the AGM (including any adjournment thereof).
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STAMP

The Share Registrar
Tricor Investor & Issuing House Services Sdn Bhd (11324-H)
Unit 32-01, Level 32, Tower A, Vertical Business Suite, Avenue 3, 

Bangsar South, No. 8, Jalan Kerinchi,
 59200 Kuala Lumpur, Malaysia 

Lotte Chemical Titan Holding Berhad 
(Company No. 222357-P)





www.lottechem.my

6th Floor, Bangunan Malaysian Re, 
No. 17 Lorong Dungun, Damansara Heights, 50490 

Kuala Lumpur, Malaysia.

Tel : +603-2093 4222 
Fax : +603-2093 5688


