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Shareholder
rumblings in
Paramount

BY SI0W CHEN MING

he L'L::rl'm.[l].lg,' mundane Paramount
Corp Bhd saw some unusual events
last week.
Itz CEC ol nine months, Chan Say
Yeong, suddenly resigned lagt Monday, jist
twa days before an extraordinary general
meeting.

Ther, rJu:ring the EGM on wednesday, the
bz withidress resolutions pertaining ta the
award of free shares toexecutive depaty chadr-
man Datuk Teo Chiang Guan and Chan.

The resolutions wers part of a prnp;la['ﬂ
long-term incentive plan (LTTP) for the ex-
ecutive direstors and staff of Parmmount as
well a5 jts subsidiaries.

Pader the plan, new shares of up o 10k
of the cormpany™s Betied caplital will ba given
free to them il they mest certain perform-
ance benchmaerks.

Spurces sy Paramaount’s second largest
sharehodder, Banting Hock Hin Esrate Co, was
iinlt Ay Corvoriar off the LTIR a% it ook patemtially
dilute its 16.%% stake in the property frm.

The privately owned sutfit became a
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Due diligence
on Hwang-
DBS to be
done by May
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A wind

of change
blows
throu

MMH

BY KAMARUL ATHAR

hien Dominigque de Soras woek

the halm at Malaysia Marine

and Heavy Engineering Hald-

ings Bhd { MMHE)in February

011, e found that the ofl and

gas industry fabricator was
dealing with more chan 200 external partes,
which was hleeding it diry.

It was & cumbersome and not very trans-
parent process that was creating loses for the
company even though it had a healthy Qow of
orders [rom parent company Petroliam Ma-
sional Bhd {Petronins),

“Between 0% knd 7% of the cost structire
wiis tied to parties outside the organisation ... to
subcontractors amnad vendors," sps the former
president of Technip's subsea division, who
felt this could be redoced by tmproving and
rationalising the subcontractor base.

“The more we loaked st it the more the sup-
ply chain manggement seemaed heavy, cum-
bersoime and ml very transparent. There was
raom for & hoge nimber of petential improwve-
mients, which we then decidad o do One was
to rationalise the number of parties we were
dealing with.®

MMHE estimated order book,
June 2010 — Feb 2013 (RM bn)
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Realising that MMHE would contlnuwe to
(w ] :I1|.m'.i=h. Ei::nt it something was not dome
to address the inefliciencles, de Soras wieldsd
the axe and restructured the sapply chixin and
subcontractor st

Last manth, MMHE signed long-term agree
merits with five key contractors on the pro-
wision of stroctural fabrication services and
lomg-term price agreements with 19 vendors
on the supply of strocture, piping and electri
cal and instrumentation materiala,

Undder the agreements, the suppliers have
b fulfil MMHE's strict assessment criteria,
such ag valwe-sabded sernices work execution,
timeliness and complianee with operational
health, safery and environmental manage-
ment stamdards,

The company, which owns one of the larg-
est fabrication yards in the region, is expected
to forie mors such strategic parnerships over
the coming months.

According o de Soras, the partnerships will
enahle MMHE to source parts and services at
the best costs and guality,

“The idea was to see if we could have some-
thing a bit more coberent to optimise our cost
haze becpuse for me it is of no value to have
hundreds of different subcontractors that of-

A 10
198

Malaysia Marine and
Heavy Engineering
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We are not periect yet,
bt at leastwee have a better
understanding with the
subcontraciors.” = de Soms

fer similar services * he re-
marks.

While the frame-
woTl BEreemants werne
signed anly kast moanth,
de Soras had started
the transformation
process about o year
agn. And MMHE [s al-
ready seeing the results
of laia Initiatives, 1t has
managed to save about
At af the average prces
obtained in the past by
selecting its subcontrac-
rars and vendars.

*Thizs shows that the
Wy We were conlracting
before was probably not at
optimum level. We are naod
perfect yet, but at least we
have 3 better understandi ng
with the subcontractors,” says
de Soras.

Depleting order book
The move to restructure
MMIE's cost base mnd ratlons] b
its vendor aniverss comes armd
the proup's Inabllity to secure
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17

2 " E Sl ]

AMS,00

BY KATHY FONG

ﬂhﬁduﬂﬁa.mdmﬂ
 after it made its debut on Burss M

m mmmmmw&m

and

l'.!i'\...— I

Can you Dedl os absout MMHEs transtorma

tion strategy?

When L oo o one of oy first sssigrments
ks L st oy v o] mnisbie thee orgamisa.-

wWhen you realise that you are spending
FFh o 76 (of costs) ontsdde your bus
s, e o kmoaw thie oost lement
can be optimised,
&0 T, we have done it we have
a small number of subeontractors
and we have slgned price agree-
meends with the vendors. Having
3 paned of subcontractors makes
oar lives easier o the sense that
when bt need 8 serylce a il

S the deal is already there,
the contract #s in place,
thve bermes are {n place,
=0 it mukes the process
msch quicker, far misie
tramsperent Lham befone
andd, hopefully, [t = a

coit- effective saluton.

Will MMHES legacy is

=TT TR O ||I.‘-l"r|h.l‘Ll hisllse 3"

il esslation of costs be ad

dressed by the frmmework agres-
ment?

Yes, but [ won't say the pml:-]rms will be eradi-

cated. This §8 @ feormey, We have bunched the

tion mire cosst-effective and competitisve,

know where you cen get it

eode of business ethics with Petronas, which,
tor pae, goes hand Lo hand with the Famework
agreement. don’t want to dwell on what was
happening befone bt chearly thee way some of
the husinesses were handbed wae not proficient.
Again, by sebectlng the number of partners and
redducing the number of parties you deal with,
o feduse the risks sesociated with integriy,
wronghul discounting and s on. Second, by
entering lnto parinerships, you have better
contral of your schedules and costs.

Ihe investment community s general per
ception of MMIE i3 that it has not been
getiing contracty fast enough sinoe it was
Ristasd, Wihnal I8 pisiir view?

¥ou can only enpture what is available to you
in the marketplace. I think we have captured
oris of the most challenging projects in Ma
laysia through the Malikal projeci And,_ pes,
itcan b percenved as just ancther project. For
s, it is miot just another profect; ic ks probably
the most challenging now in Malaysia. It is
directly [Tom 5h|.'||_,I:]l|.- firet TIP in I'l.‘l.alu'r'sid.
a significant schicvemant.

W wimming the Makiload project smonth
{iFl MMHE?

I don’t know whether we won it smcothly o
ook, but definfively it is a twigper for us o do
things better becsuse we have our legacy issues
ke Guminsal, which is godog to be kaded out
in the next three weeks. It is one of the largest

'We are Walking the talk

MMHE managing director Dominique de Soras talks to ¢
- about the group's restructuring

progects in the world. Whsen you ook af Guss-
sut-Kakap, it 15 not a straightforward project,
Itis very compliceted and eventually it is dine
e will be delivvered ina couple of weeks. For
me, it s good that it wes dene evemtually. Wwe
need to sometimes criticies ourselres, but we
also need to look on the bright side. W did ir
and it was dorie herein Malaygia, and [ el yon
wiith a Lot of effort tyra lot of people This fesds
tir be recognised, irespective of the delay.

S0 Malikai is different, we start on a differ-
enl grourad, more aggressive stand amd 1 told
my pecple this i 3 undgue oppertunity for us
and we will do it in the most successful man-
ner For me, it is an impoertant project because
it is a Kind of an honours for MMHE to say
we can deliver this kind of propect, Malikai
i% a milestone for MMHE and for our people,

Wima szl f Fwere weens bepoey e i the G
mmesnt-Kakap project

It izabit ol sensitive tophe Not only sensitive,
bt alsounfair for me to answer FouT guestiom,
Dwas pot there. Bt oow what the market'’s
perception of MMHE is on the integrity podot of
viewsand the performance and delivery points
afviewAnd again, I lesve it toyou to mealke your
i assessrnent of what has been said, 1 kmow
thi perception &= that we are not ane of the best
heay engineering shipyands in the repon. My
peoimit is that the past is the past. Mow, my objec-
L B to e Torwand to changs this repuita-
tion and develop a different image of MMITE,

Bt as you kmow, this will take & bir of time.

&o fir how leas thie response from your oan
team been in regard o this house-clean
Iy process!

For me the team from the top to the bottom,
there is a latge popalation wirh different mo-
Lvation, {iferent undierstanding and diferent
perception. 5o this is why our transfortnstion
will take 3 bt of time because you can talk,
but it is not enough to changs the mindse
of people by only @lking, Vo need to deliver,
to wilk the talk and pue b place new meas-
ures and showr mnprosvements, All of these are
happening, we have a number of nitatives,
we are wallking the talk msch more, we gre
taking cage of the people in terms of their
welfare, all of these we are curment Iy doing.

soumeof the people say everything was per
fort Bofone, S0, '.'-'|!|'r' do Yo wianl Lo chames
thing=?

Ina population of @ (0 people, you have a
full range of opinions. Mow, my job and that
of the management team is Lo keep push-
ing and improving and the ones who are not
comvinced, if they don't appreciate i, ins, oo
bad for them. For me, if Iwant to improve the
organisation, [ wanl to count on people who
ars dedicated, who are commmitted to change.
Thosewho don'twant to change, Aime, they can
ke their own choeice on how to contribute
b thie transformstbon, ]
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‘Not everyone is receptive to changes'

FROW FAGE FD
contracts fast despite having Pelvonas
= its ultimate shareholder.

As it is 66.5%-owned by MISC Bhd,
which in turn {£ a 52 7% subsidiary of
Petiunas, MMELE is expected by the in-
vestment fraternity o be favoured forail
and gaa stractural works even thoagh i
has been spun off,

Bul its arder book has depleted sinoe
it was listed in Octoler 2000, AT the time,
MBMHE kad BMAE billiom of backorders.

& B8 hillion job swarded by Petro-
mas to bulld facilities in Turkmenistan
formed a large portion of its order book.
MMMHE was the lead contractor.

Mow, its order book is down o abouat
RM3 billion comprising mainly a US§775
il lion (R34 billion) contract that weas
awnded [ February thisyear to comstmct
a tension-leg platform for the Malikai
despwatet project in Sarawak.

The MMHE today 1= a far oy from the
entity that was hailed as an unpolished
gem of the oil and gas sector when it went
for Hstlng In 2000

A reason for MMHEs dull performance
15 the Turkmenizstan project, the operating
conditions of which were tough. “How-
ever, MMHE did not incur any losses”
observes de Sorns

That may be s0, but things have not
been good for its boteom line with its net
profit havinag balved since its listing in
30, In F¥2012 ended Dec 31, net profit
s dovna bo BVI242 milkion from RM450.5
million im FY2000,

Inclustry executives say this is because
BIMITE was not manoged very profession:
alby bufore de Soras took over, A ot of the
subrontracts weres swarded to chosewho
were nol Cofxetent enough to take them
@, SRS AN exeostive.

The Frenchman declines to comment

o the way MMHE was run in the past, but
hie does acknowledge the market's nega-
tive perception of the crganisation,

De Soras came an board the compa-
py after Technip bought a 8.5% stake in
MMHE,

“The onky way to change that [percep-
tion| is to execute projects in the best
possible way, by instituting reforms in
the growp,

“1 knowwhat the market's perception
of MMHE is from the Integrity point of
view and the performance and delivery
points of view. [ know the perception
is that we are not one of the best heavy
engintering shipyards in the region. But
the past I= the past. Mow, my objective is
to change this reputation and develop a
different image of MMHE"

while his intention to drive MMHE
forwand by Linplementing changes iscler,
die Sores mdmits that not everyone in the
comprny 5 receptive to hisefforts. “Hoe-
ever, FIMHE cannot be dragged down by
a few who don't understand the need
for change.”

Tode Soras, theres sTe enongh rekeons
for the organisation to appreciate the
fact that it cannot stick to the processes
that hawe hled it out and tarnished its
image.

*Noew, oy fiob and thar of the manage-
mment tiain 1 to keep pushing and fmprov-
ing. 1f the ones who are not convinced
doa’t appreciate it, fine, too bad for therm.
If T want to improve the orgenisation, 1
want to count on people who are dedi-
cated and committed to change.”

Mevertheless, de Soras says thechange
process will take time to be fully accepted
by the organisation. It will address some
of the legacy issuss plagning MMHE,
but it may not eradicate them just yet,
he edds,

Saved by Malikai TLP job
Securing the Malikai project from Sabah
shell Ltd marked & rurndng polot in M-
ME's history for it entailed the corstruction
of Malaysin's first tension-log platform. The
companywon the project with its technd-
cal partner Techndp 5A of France.

Having learnt a bitter lesson from
excouting the Gumusut-Kakap floating
production system, which was plagued
by delays in delivery amd ballooning costs,
MMHME leas hasd to put its best foot forward
for the Malikai project.

“Malikai s different, we start on a
different ground, on & more aggressive
stamal. 1 told my people this is a unigque
opportunity for us and we will do it in
the most successinl manner.

“It is an important project becanse it
is @ kindd of honour for MMHE to sy we
can deliver this kind of project. Malilai
is o milestone for MBMHE and for mir peo-
ple,” remarks de Soras,

Meantime the comparny has bid for RMS
bl warth of jobs locally and Inrermstion-
alhy to expand its order ook pmd fmprove
garrings visibility. it muy aleo bid for Exxon-
Mobil's agul Shell Malaysia’s enhanced oil
recovery contracts and the Carigali-Hess
Morth Malay Basin gas project,

with the general election just roumd
the corner, analysts expect majar oil and
gas projects to only be announced in the
second half of the year. Until then, with
no clear eamings visibilicy thisyear, M-
HE's share price may continue to head
denwmweand, ssy analysts,

But de Soras believes his measures
to cut costs and the Malikal project will
put MMHE back on the radar screen of
imvestors. But until the results of these
initmtives are reflected in the company's
boaks, de Soras will have to continue to
clean LivE] the ',fhl'd. O
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Two resolutions withdrawn

FROM FAGE OHE

All bidders, except 1MDB,
propose new sites

sin on Wedneaday cvening.

substantial sharchobder after acquls-
ing and comverting WarTants previ-
oushy attached to & hond issued by the
property firm miny Years ago.

Bastlng Hock Hin is not related
ta Teo, who is Faramount's laTgest
shareliolder with a 77.672% stake.The
company also does not have repre-
pentalives on Paramouont’s board
and henee was naet consulted on
the LTIFP

Sources say Banting Hock Hin had
made known its intention before
the EGM that it wanted a poll to be
conducted on the three resolutiond
to be tabled at the EGM instesd of 2
st of hands.

All three resolutons pertained
to the LTIR

It is believed that Tep would not
have been able towote on two of the
three resolations as he i=s an inter-
ested party, lesving Bamting Hock
Hin with the edge by wirtue of its
shareholding.

Sources say this could be one of
the reagons Chan, s professional
manageT formerly with the Capita-
Land group, offered his resignation
phead of the EGA.

The award of shares to Chan
would amoeunt o a 1.5% stake im
Paramount and bewarth about RME

million st vurrent market prices. He
declined to comment on matters fe-
Iated to his resignation.

Meeting with reporters after the
EGM, Teo sadd there was no conflict
between management and Chan,
who had mes the media last month o
explain his plans for Parameunt.

According Lo an announcement
to Burss Malsysia last Monday, Par-
amount described Chan's resigna-
tion asa “mutial agreement o part
wm,rs" am;] that the COIMPAIY TE-
spected hiz decision to pursue other
interests.

At the meeting, shareholders who
weTe pressnt and who have a tokal
stake of 70.21% supported the frst
resolution pertaining to the estab-
Hshment of the LTIF to incentivise
the staff as well as executive direc-
tors of Paramount and fts subaddi-
RTICE.

However, sharcholders holding a
joint stmke of 28.759% voted against
1t

Meamahile, the second and third
resolutions pertaining to the award
of up to 10k of the new shares avail-
able under the LTIP to Teo and up to
15%, aof the new shares to Chan were
“writhdrawn with the consensus of
the shareholders at the EGM", Para-
mount announced to Burss Malay-

Thewithdrawal of the resohurion
cancerning Chan was presumably
becsuse he hid resigried ffom the
T Pany.

Tor the resolution pertalning to
Ten, the withdrawal conld be seen
as 8 good gesture by the executive
deputy chairman, given that he is
already PRramount’s largest share-
halder.

Teo had assumed the fole of in-
terim group CED until Parmmoant
found s candidate to fill the st
According to management, the ex-
erutive search process will inchade
talents fram bath cutside and within
the group.

The unexpected twist at Fara-
mount’s EGM shows nol all share-
holders readily agree to the award
of free shares under the LTTPas they
would in an Employees Share Option
srheme, where stafl wiouwld hawve to
pay for the shares,

“The concept of awarding free
shures o directors and staff is still
new in Malarysia, While sharelald-
ers may be more willing to support
guch a plan in an institutionalised,
professiomally ron company, they
need more convincing when a fam-
ily-owmed fiem is doing it,” sy a
market oheerver. i |

FROM PAGE TH

“Proa the list of shorthisted bid-
ders, you will fired that four are on
greenfiekd sites and one on brownfield,
and clearfy the RFQ(request for guali-
Rcatian) has fndicated tht 38 bidders
inust propose greenfield sites,” says
an inchustry player refernng to IMIEY
proposed site in Jimish,

IMOE ard the BC declined wo me
spond 1o questions on the former’s
proposed site for Project 3A amd 38,

Compared with other players who
hanve propos=d greenfield sites, the in
dugtry player says that 1MOB, which is
contralied lvy the federal government,
willhave an edge in being able toley-
erage aff the existing Infrastucture
of the 1400w Jimah Power Station
and not kawing o buikd new ones.

all the other players have pro-
posed miew sites,

Even Tenaga, which could have
named isite wiere [t hes an existing
coal-fired power plant has propossd
f miewr sit= in Tanjusg ot Somgs
Perak, with the injection point in
Ternng Bras. For the project, Tenaga
wiill be teaming upwith Glolxel Peaver
Ventuores Sdin Bhd and Chins Matonal
Machinery Impart & Export Corp.

Soan-to-he-Heted Malakoff has

teamed up with Japan's Sumitomao
CorpeThe joint verture has proposed
Pulan Camey, Selangor, &5 the site using
(ak Lempit a5 the injecton poinl.
Malakatfalso has anexisting 3 00w
cal-fired plant in Tanjung Bin.
Memrw bike, TTT Paoswer, wiidch has
partnered with Ranhill Power Sdo
Bhd, has proposed Tanjung Tohor, Jo-
huor, 2 the alte for the plant. ¥TL Power
willl b particularly keen tobag the job
as {es curment power purchase agres-
roients (FRA) are due to expine in 2005
arad have not been enewed, Notably,
the group does not have moch expe-
rienee with coal-fired plants since iis
5 are gas- fred.
Phgtur nmﬁ,dm five bidders will be
keenly awaiting the release of the
request for propasal (RFF] document.
by the BCon April 23, whichwill detail
the mare technical requitemnents of
Project 3R, The document coold po-
tentially have a big influence on the
direction the tender tales.

Industry players along the whole
guprphy chein arealswatching chosely
@ it cowld determine i they will be
allowed to participate in the project
atall. a
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