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our key industries — oil, gas
and chemicals; metals and
mining; fossil fuel power gen
eration; and transport and
logistics — are heavily reliant
on fossil fuels and account for more
than 50% of greenhouse gas (GHG)
globally.

In Malaysia, carbon dioxide (CO2)
emissions are dominated by the burn-

ing of fossil fuels for energy production
such as in power plants or transport,
and industrial production of materials
such as cement

These sectors are often referred
to as carbon-intensive, high-emitting
and hard-to-abate sectors. Malaysia
has set a target to reach net zero emis
sions by 2050. The short-term goal is
to reduce GHG emissions by 45% by
2025, The country emitted 256 million
tonnes of carbon dioxide equivalent
(CO2e) in 2021

Joseph Poh, managing director
and head of energy and chemicals,
group wholesale banking, UOB, says,
“These carbon-intensive industries are
facing stricter regulations to reduce
their carbon footprint and growing
pressure to reduce the environmental
impact caused by their emissions

ENERGY EFFICIENCY

AS FIRST STEP IN DE-
CARBONISATION

Improving operational efficiency,
which results in the reduction of en-
ergy use, is usually one of the first steps
that companies can take to effectively
and efficiently reduce their overall GHG
emissions. It requires minimal capital
investment as it does not require an
overhaul of existing production tech
nologies or business models

An industrial plant typically spends
30% to 50% of its operating budget
on energy, hence it is critical to focus
on industrial energy efficiency to min
imise energy loss and energy spend
Companies can improve operational
efficiency by using some common
solutions such as installing waste heat
recovery, co-generation or combined
heat and power systems.

The International Energy Agency
(IEA) emphasises that “stronger en-
ergy efficiency is the first best policy
to bring down energy bills". Therefore,
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energy efficiency benefits companies in
such carbon-intensive, high-emitting and
hard-to-abate sectors in terms of long-
term energy cost savings and reduction
in operating costs.

Dialog Group, the largest oil and gas
terminal facility operator in Malaysia, con
sumed around 43.9 million kWh of energy
in 2022. The company has incorporated
energy efficiency as a priority in its Climate
Change Strategy to reduce Scope 1and 2
emissions.

"Carbon-intensive
industries are facing
stricter regulations to
reduce their carbon
footprint and growing
pressure to reduce

the environmental
impact caused by their
emissions"

Joseph Poh,

managing director and head of

energy and chemicals, group
wholesale banking, UOB

EMISSION REDUCTION
SOLUTIONS

In carbon-intensive industries such as crude
oil refining and petrochemical production,
gas flaring is a process used to burn off as
sociated gases such as methane, liquified
petroleum gas (LPG) and sulfur dioxide
generated during industrial processes
Burning of these associated gases is a key
source of GHG emissions

But refineries installed with flare gas
recovery systems can reduce such GHG
emissions by up to 80%. A flare gas re
covery system recovers and repurposes
associated flare gases and emissions that
would normally be burned during the
flaring process, resulting in a reduction
in fuel costs.

Itis crucial to operate the refineries and
petrochemical facilities safely by capturing
such flare gases from the flare knock-out
vessels and compressing them using liq
uid ring compressors. The recovered gas
es can then be reused within the facility’s
fuel gas system as a refinery feedstock or
for re-injection.

Yinson Group, an energy infrastructure
and technology company listed on Bursa
Malaysia, has committed to ambitious
climate goals of achieving carbon neutral-
ity by 2030 and net zero by 2050. Under
the group’s offshore production division,
adoption of technologies such as vapour
recovery units and enclosed flare systems
are expected to reduce the group’s carbon
intensity by 30%.

DIGITALISATION TO ENHANCE
OPERATIONAL EFFICIENCY

Digitalisation can help companies in the

manufacturing and industrial sectors
become smarter and more sustainable
through better capture and use of energy
consumption data, leading to more effi-
cient energy use and tighter resource man-
agement. Digitalisation enables real-time
collection of data to identify problems that
cause wastage or unnecessary energy loss.

Historically, production plants have re-
viewed monthly energy usage data aver
time to monitor energy loss. Internet of
Things (loT) applications and energy man-
agement information systems (EMIS) are
able to provide up-to-the-minute informa-
tion about a site’s energy consumption to
better identify inefficiencies and irrequlari-
ties, providing real-time data and analytics
for decision making

Based on the UOB Business Outlook
Study 2023 (SME and Large Enterprises),
nearly six in 10 businesses in Malaysia have
seen success with digitalisation efforts.
Digitalisation plays a key role in helping
businesses improve productivity and save
on operational costs to mitigate the im-
pact of inflation

GOVERNMENT INCENTIVES
TO DRIVE OPERATIONAL
EFFICIENCY

The regulators are imposing stricter requ-
lations on carbon-intensive, high-emitting
and hard-to-abate sectors, as any reduction
of GHG emissions by these companies will
bring about a significant improvement to
GHG emission at the national level.

The government has rolled out fur-
ther financial incentives to motivate these
companies to adopt environment-friendly
practices with purchases of green technol-
ogy assets. Malaysia Green Technology and

Climate Change Corporation (MGTC)
administers the Green Investment Tax
Allowance (GITA) to support compa
nies that are acquiring green tech
nology assets or the Green Income
Tax Exemption (GITE) for qualifying
green technology service provider
companies.

Companies purchasing equip
ment to promote or improve energy

efficiency, co-generation systems and
energy management systems are
on the list of qualifying assets that
are eligible for GITA asset incentive
for any purchases made before Dec
31, 2025. GITA supports companies
with 100% of qualifying capital ex
penditure incurred on eligible green
technology assets

Further, small- and medium-sized
enterprises (SMEs) that are involved
in providing technology solutions
related to energy efficiency are also
eligible for Bank Negara Malaysia‘s
High Tech and Green Facility, which
provides financing for the compa
nies’ capital expenditure and work
ing capital
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Apart from government incentives, fi
nancing support from banks like UOB
are also available for companies in
the carbon-intensive, high-emitting
and hard-to-abate sectors to support
their decarbonisation efforts. How-
ever, such an effort is not a one-size-
fits-all solution. A sectoral approach
is key because it recognises that each
sector or industry has unique charac
teristics that require tailored strate-
gies to decarbonise their operations.

More information on UOB’s
ndustry perspective 15 available by

scanning the QR code




