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SAPURA ENERGY BERHAD   
  

Date/Time  :  21 May 2018 (Monday) at 3 p.m.  

  

Address  :  Board Room 

16
th
 Floor, Menara 1 Dutamas, Solaris Dutamas 

No.1 Jalan Dutamas 1 

50480 Kuala Lumpur  

  

Agenda  :  • Briefing by the Director or Senior Management of SEB on the financials and 

operations (30 minutes)  

• Question and answer session   

   

Representatives 

from SEB  

:  1.  

 

2.  

Dato’ Hamzah Bakar  – Chairman  

 

Tan Sri Dato’ Seri Shahril Shamsuddin – President & Group CEO 

 

  3.  Tan Sri Datuk Amar (Dr) Hamid Bugo – Senior Independent Director  

  4.  Ms. Gee Siew Yoong – Chairman of Board Audit Committee  

  5.  

 

6. 

 

7. 

 

8. 

 

9. 

 

10. 

 

 

11. 

 

En. Mohamed Rashdi Mohamed Ghazalli – Chairman of Board Risk Committee 

 

En. Reza Abdul Rahim – Group CFO, SVP Group Finance & Strategy 

 

Mr. Vivek Arora – SVP Business Acquisition – Engineering & Construction 

 

Ms. Chow Mei Mei – SVP Financial Advisory & Portfolio Planning 

 

Datuk Kris Azman Abdullah – SVP Exploration & Production 

 

Ahmad Zakiruddin Mohamed – SVP Operations –Engineering & Construction 

and Group Supply Chain 

 

Mr. Raphael Siri – SVP Drilling Business & Group Performance 

 

Representatives 

from IIC  

:  1.  

  

  

Dato’ Wan Kamaruzaman bin Wan Ahmad  

IIC Chairman/ CEO, Kumpulan Wang Persaraan (Diperbadankan)(KWAP)  

  

 

2.  

 

 

3. 

Dato’ Mohamad Nasir Ab. Latif  

IIC Vice Chairman/Deputy CEO (Investment), Employees Provident Fund (EPF) 

 

Pn. Sharifatu Laila Syed Ali  

    

  

Council Member/ Group Chief Executive Officer, ValueCAP Sdn Bhd  
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  4.  Pn. Lya Rahman  

 

    Council Member/General Manager, Minority Shareholders Watch Group (MSWG) 

  5.  En. Husaini Husin  

    Council Member/CEO Private Pension Administrator (PPAM) 

 

  6.  Dr. Suzana Idayu Wati bt Osman  

    Council Member/CIO Pertubuhan Keselamatan Sosial (PERKESO) 

 

  7. 

 

 

 

8. 

 

 

9. 

 

 

10. 

 

 

 

11. 

 

 

12. 

 

En. Mohd Fazli bin Zainal 

Council Member/Head-Foreign equity Portfolio Management, Lembaga Tabung 

Haji (LTH) 

 

Mr Gerald Ambrose 

CEO, Aberdeen Islamic Asset Management 

 

Mr Devanesan Evanson 

CEO, MSWG 

 

En Rizal Mohamed Ali 

Vice President, Responsible Investment, Corporate Strategy and Performance 

Dept, KWAP 

 

En Izzat Mohd Salihuddin 

Special Officer to CEO (KWAP) 

 

Mr. Cheong Mun Wai  

Head, Asian Energy, Equity Research Department, EPF 

 

  13.  En. Azhar Abdul Latif  

    

  

Head, Asian Industrials, ESG, Equity Research Department, EPF  

  14.  Puan Noraida Maria Mohd Hatta 

IIC Secretariat, MSWG 

 

Note taker for the 

session 

: Employees Provident Fund (EPF) 
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Introduction  

Dato’ Mohamad Nasir provided a brief background of IIC, being a platform to represent the common 

interest of institutional investors in Malaysia and influence good corporate governance culture in their 

investee companies, particularly public listed companies.   

Dato’ Nasir further explained that to enhance corporate governance in the capital market, the IIC 

undertakes engagements with public listed companies via purposeful dialogue on the oversight of 

strategy, performance, governance, relations with stakeholders and the management of risk.   

Issues Discussed  

1. Dato’ Hamzah welcomed the opportunity to meet the representatives of IIC and introduced 

the senior representatives of SEB who were present to provide explanation to the queries by 

the IIC members. This was followed by a brief video presentation on the Company’s business 

and operations.  

 

2. Tan Sri Shahril later gave a briefing on the Company’s current operations and future 

prospects.  SEB is the leading industry specialist in global oil and gas services and solutions 

with teams and facilities across over 20 countries. 

 

3. The Company’s strength is in building capacities and competencies in 3 main areas:- 

 

Engineering & Construction 

Sapura Energy has EPCIC capabilities from development to rejuvenation & decommissioning. 

The company has 6 PLSVs operating in ultradeepwater Brazil with utilisation rate of 99%. 

 

Drilling 

Sapura Energy acquired its tender rigs business in 2013 and currently owns and operates 15 

tender rigs across SEA, Africa and Americas. The company has more than 50% market share 

in the global tender rigs segment. 

 

Exploration & Production 

Sapura Energy acquired Newfield Malaysia in 2014 and has since discovered a total of 9tcf 

(of which 6tcf were in SK408). The company is the 3
rd

 largest gas producer in Malaysia, after 

the recent FID of SK408. 

 

4. The Group CFO, Reza Abdul Rahim presented the Company’s financial and operational 

highlights. Salient points highlighted were: (1) RM1.3bn of debt was repaid in FY18; (2) There 

will be no debt principal repayment in FY19; (3) The O&G industry is currently in the bidding 

phase, where there is an increase in bidding activities for contracts. The time lag is 

approximately 6-12 months before contracts are expected to be awarded; (4) Headcount has 

been reduced from 13k to 8k; and (5) Margin compression is expected to continue, but SEB is 

now seeing a recovery in dayrates. 
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5. Issues discussed were centred on financial & operations, governance and future direction of 

the company which had raised concerns among the investors.  

  

(i) Financial & Operational Highlights 

  

• SEB has been investing to open up new markets, from the present focus on the 

traditional markets, i.e. South East Asia & India, Australia and Brazil to penetrating 

new markets in Middle East, East Africa and Caspian. 

• This has resulted in increased bid funnel that would enable order book growth and 

drive financial performance going forward. 

• Order book started to increase beginning FY19. Currently the order book stood at 

RM16.6 billion, which would be recognised as follows:- 

FY19  RM5.6b 

FY20  RM3.1b 

FY21 onwards RM7.9b 

 

• Puan Sharifatu Laila Syed Ali questioned on the issue of funding requirement as a 

result of this aggressive strategy.  SEB is exploring the possibility of listing the E&P 

assets.  The exercise should be finalised end-FY19 and the proceeds from this listing 

is anticipated to cover the funding requirement as well as reduce the Company’s 

gearing. 

• On the issue of excess capacity and additional impairment raised by Dato’ Nasir, 

SEB highlighted that although their assets are not fully utilised, the cost of 

maintaining their assets is low. For example, SEB has cold-stacked some of their rigs 

for cost optimisation. The cost of cold-stacking is minimal, at c. US$1,500-

US$2,000/day. SEB also stated that additional impairment on their rigs is unlikely, as 

this exercise has been carried out in FY18, and impairment on goodwill is also 

unlikely as each business unit is viable. 

• En. Husaini questioned whether the new guideline to be imposed by PETROS 

beginning July 2018 will have any impact on SEB.  Tan Sri Hamid Bugo clarified that 

the law will not affect the PSC that has been given out. There will be 2 ordinances 

that will need to be amended:-  (1) Oil & Mining, (2) Gas Distribution, whereby 

operators need to apply for licences to operate and some fees will be charged. 

However, Tan Sri Hamid is of the view that these changes should not materially 

impact SEB’s operations. 

   

  

(ii) Directors’ Remuneration  

    

• Pn. Lya Rahman raised the concern to Dato’ Hamzah in his capacity as Chairman of 

Board Remuneration Committee with regard to excessive remuneration paid to Tan 

Sri Shahril. 

• Dato’ Mohamad Nasir pointed out that SEB’s CEO’s remuneration package is on a 

high side as compared to the international players. For example, for FY17, Tan Sri 

Shahril’s remuneration as a % of revenue was 1.1%. 
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• Dato’ Hamzah explained that the remuneration package for the Board and 

management was recommended by the Hayes Group after the Company merged with 

Kencana Petroleum in 2012. He also stated that Tan Sri Shahril’s KPIs were based 

on 50% financial and 50% non-financial criteria.   

• In addition, Dato’ Hamzah also mentioned that Tan Sri Shahril has to provide a 

“personal guarantee” as requested by the banks. Dato’ Mohamad Nasir and Pn. Lya 

Rahman sought clarification as to whether this “personal guarantee” meant that Tan 

Sri Shahril will act as a guarantor to SEB in the event that SEB is unable to pay its 

debt obligation. Dato’ Hamzah stated that this is not the case, but that the “personal 

guarantee” was actually two conditions imposed by the banks: (1) Tan Sri Shahril 

must remain as a director and hold a key management position in SEB; and (2) Tan 

Sri Shahril’s stake in SEB must not fall below 10%. 

• Therefore, Dato’ Hamzah was of the opinion that Tan Sri Shahril’s high remuneration 

is partly justified by him having to suffer opportunity cost of not being able to pare 

down his stake in SEB, especially when the share price was high.    

• Dato’ Mohamad Nasir disagreed and argued that it is in the best interest of investors 

that Tan Sri Shahril should remain in the company to ensure that SEB is well 

managed. In addition, Dato’ Mohamad Nasir expressed his concern that Tan Sri 

Shahril should not be paring down his stake in the company just because the share 

price is high, as this would negatively impact investors’ confidence in the company. 

Dato’ Hamzah replied that Tan Sri Shahril does not have any intention to dispose of 

his stake in SEB, but rather that this is an opportunity cost that needs to be reflected 

in his remuneration.  

• Dato’ Mohamad Nasir stated that the remuneration package needs to be aligned and 

correlated to the performance of the Company. 

• Dato’ Mohamad Nasir also questioned on the Related Party Transaction, whereby in 

FY17 SEB paid a sum of RM70m to companies connected to directors and 

substantial shareholders, in relation to the payment for intellectual property, 

trademark & branding fees. He is of the view that this amount is excessive and an 

independent consultant should be brought in to value SEB’s brand name. Ms. Gee 

Siew Yoong (Chairman of Board Audit Committee) replied that the Audit Committee 

has deliberated on this issue and that input from other professionals have been 

sought. She also added that this payment started in 2012 after the merger of 

SapuraCrest and Kencana Petroleum, and that this fee has not changed throughout 

the years despite the company’s growth.  

 

6. IIC Chairman Dato’ Wan Kamaruzaman stated that institutional investors were concerned 

with the direction of the Company which has fallen from a market cap of RM30bn to a RM5bn 

company. He questioned what was the lesson learned from this expensive episode. Tan Sri 

Shahril replied that there were 3 key lessons learnt: (1) SEB needs to build capabilities to take 

advantage of the rising capex cycle; (2) Risk mitigation processes must be enhanced; and (3) 

Each country that SEB has significant operations, for example Brazil and Mexico, should 

ideally have its own operations (similar to mini-CEOs).  

  

7. Tan Sri Shahril also highlighted that the prospects of SEB are improving. He expects SEB to 

record revenue of RM8bn-RM10bn in 2-3 year’s time, with net profit of RM1.1bn-RM1.2bn. 

This improved performance would depend on the direction and sustainability of oil prices, as 

well as the global economic growth.  
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8. There being no other matters, the engagement was concluded at 5 p.m.  

  

  

Prepared by: 

 

IIC Secretariat 

T: +603-2070 9090 

E: iicmsecretariat@mswg.org.my  

 

  


