INDUSTRY
IMPACT ON
OUR BUSINESS

84

ANNUAL REPORT 2018

SERBA DINAMIK HOLDINGS BERHAD

86

Oil & Gas

94

Power Generation

98

Water Utility

SERBA DINAMIK HOLDINGS BERHAD

ANNUAL REPORT 2018

85

INDUSTRY IMPACT ON OUR BUSINESS
In 2018, we continued to showcase our strengths as an engineering solutions provider to the energy sector. Our
capabilities enabled us to secure our position in the oil and gas, power generation and water utility industries.
Operations in these industries are heavily dependent on tangible assets such as plant facilities and machineries,
where the condition of these assets are critical to their performance. The performance of these industries has
a direct impact on the performance of companies that serves them, such as our Group. For instance, higher
development and operational oil and gas activities are likely to increase the demand for repair and maintenance
services, thus benefiting our business. As such, this section discusses the performance of the oil and gas,
power generation and utility industries of some of the countries that we operate in.

OIL AND GAS

Oil and Gas Industry in the Past

Global

The most notable event that impacted the oil and gas
industry in the past few years was the sharp fall in global
crude oil and LNG prices between 2014 and 2016. Brent
crude oil price, the global price benchmark, plunged by
72.5% from a high of USD111.90 per barrel in June 2014 to
USD30.80 per barrel in January 2016. The average monthly
prices of imported LNG in Japan, the world’s largest LNG
importer, tracked global crude oil prices with a slight time
lag. The average price of imported LNG in Japan slumped
by 62.7%, from USD16.79 per million British Thermal Unit
(BTU) in April 2014 to USD6.27 per million BTU in June
2016.

A substantial part of our revenue for FYE2018 was derived
from the oil and gas industry. As such, major local and
global events and developments in the oil and gas industry
may have an impact on our business.
Generally, oil and gas projects are capital intensive, and
the economic viability of oil and gas activities is directly
influenced by oil and gas prices. Figure 4-1 depicts the
historical global crude oil and liquid natural gas (LNG)
prices.
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This severe fall in global oil and gas prices stemmed
from demand and supply imbalances, with supply greatly
exceeding demand. This supply glut compelled the
Organization of the Petroleum Exporting Countries (OPEC)
and key non-OPEC countries to enter an agreement in
January 2017 to curtail oil production by about 1.2 million
barrel per day (bpd) for 6 months. As a result, the oil price
recovered for a period of time from the 2014 crash. However,
concerns that the rise in US shale production would lead to
market imbalance again, the members agreed to extend
the production cut to December 2018.

2018

Monthly Brent Spot Price, FOB
Monthly Imported Price of LNG in Japan, CIF

(Source: World Bank)

LNG Prices (USD/million BTU)

Crude Oil Prices (USD/barrel)

Figure 4-1: Global Crude Oil and LNG Prices

Oil and Gas Industry in 2018
2018 was a momentum regaining year for the oil and gas
industry. Brent crude oil prices regained its strength at
an annual price increase of 30.7% in 2018. The average
Brent crude oil price was USD71.07 per barrel in 2018,
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compared to USD54.39 per barrel in 2017. Similarly, LNG
prices also showed signs of recovery, with average prices
increasing by 23.7% from USD8.61 per million BTU in 2017
to USD10.65 per million BTU in 2018. This was mainly
supported by OPEC’s production control coupled with
robust oil consumption demand.
The recovery of oil and gas prices increased market
participants’ optimism and encouraged oil and gas
development projects. Some of the notable developments
within the oil and gas industry since January 2018 include:
The Libra Field in Brazil with an estimated investment
of USD91 billion is expected to hold around 8-12
billion barrels of recoverable oil.
The Johan Castberg Project with an estimated
investment of USD5.92 billion in Norway is exploiting
reserves of approximately 450-650 million barrels.
The Claire Ridge with an estimated investment of
£4.5 billion in the United Kingdom is expected to
produce 120,000 barrels of conventional oil per day.
The Bahrain LNG Terminal project with an estimated
investment of USD741 million in Bahrain is
constructing the Middle East’s first LNG receiving
and regasification terminal.
However, despite the overall recovery of Brent crude oil
price in 2018, global oil prices fell below USD60 per barrel
as the end of the year approached amid weakened demand
for oil. In addition, increased production in the US, which hit
a record high of 11.7 million barrels per day in November
2018, also had significant price ramifications. In response
to the price fluctuations, OPEC and key non-OPEC members
agreed to further extend the production cut agreement to
June 2019 in an effort to stabilise the oil market.
Given that the global oil and LNG prices are sensitive
to many other factors such as geopolitical issues, our
business is not significantly impacted by the fluctuation of
prices as long as oil and gas plants are still in operation.
Maintenance, repair and overhaul (MRO) and inspection,

repair and maintenance (IRM) services are mandatory
services that are required to ensure smooth plant operations.
They are needed regardless of oil price movements, so
long as plants are operational. Machineries and equipment
are needed in the upstream sector comprising exploration
and production, midstream sector in terms of pipeline
and vessel transportation of oil and gas, and downstream
sector in the refining of crude oil, processing of gasses and
manufacturing of petrochemical products.
Figure 4-2 and 4-3 depicts the projected demand for crude
oil and natural gas.
Figure 4-2: Projected Growth in Crude Oil Demand
Region
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Figure 4-3: Projected Growth in Natural Gas Demand
Region
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CAGR = Compound Annual Growth Rate; OECD = Organisation for Economic
Cooperation and Development; DC = Developing Countries
(Source: OPEC)

Malaysia
Malaysia is our main market in terms of revenue
contribution, accounting for 28% of our total revenue for
FYE2018. A substantial proportion of these revenues was
generated from the oil and gas industry. As such, Malaysian
oil and gas industry developments have an impact on our
business.
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722 rotating equipment

13 onshore crude and/or
gas terminals

In addition, following the strong financial performance
recorded in 2018, PETRONAS’ capital investment for 2019
is set to be higher than the RM46.8 billion spent in 2018.
PETRONAS anticipated the capital investment for 2019 to
be over RM50 billion, of which RM15 billion will be allocated
for the upstream activities in Malaysia. The higher capital
allocation would benefit the oil and gas service providers
in Malaysia.
Figure 4-5: Local Production of Crude Oil and Condensate
8.5%
4.7%
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The level of production of oil and gas would indicate the
level of demand for production facility maintenance. In
2018, the growth in Malaysia’s oil and gas industry was
not hindered by the volatile oil and gas prices. Overall
production of crude oil and condensate, and natural gas
increased by a CAGR of 1.8% and 0.5% respectively between
2014 and 2018. However, crude oil and condensates, and
natural gas production in 2018 declined by 2.0% and 5.1%
respectively (Figure 4-5 and 4-6). The fall in production
reflects PETRONAS’ voluntary decision to reduce crude oil
production to support efforts by OPEC to stabilise crude
oil prices.
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Performance of the Downstream Oil and Gas Sector in
Malaysia

6000

Malaysia also has an active downstream oil and gas sector
with refineries and petrochemical plants producing a range
of petroleum and natural gas products. Figure 4-8 presents
an overview of some of downstream oil and gas facilities
in Malaysia as of March 2018.
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Figure 4-8: Downstream Oil and Gas Facilities (1)

(Source: Bank Negara Malaysia)

Figure 4-7: Forecasted Maintenance, Construction and

3 refinery facilities with over
746,000 bpd capacity

Modification of Offshore Facilities in Malaysia
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In December 2018, we secured two onshore MCM
contracts from PETRONAS, which were our first "packaged"
maintenance job, as opposed to facility-specific or
specialised maintenance jobs previously.
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2 regasification terminals with
capacity of over 1,000 mmscfd
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The Pegaga gas field in offshore Sarawak which
involves an investment of approximately USD1
billion has proceeded to the development and
installation stage in 2018. It is expected to
commence production by the third quarter of 2021.
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Figure 4-4: Some of Malaysia’s Upstream Facilities
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The B15 gas field in offshore Sarawak commenced
production in March 2018. The B15 development
comprises a processing platform with a 21-mile
pipeline tied into existing infrastructure for onwards
transmission into the Malaysia Liquefied Natural
Gas (MLNG) complex at Bintulu. The facilities at the
platform are expected to generate production which
peaks at 100 Million Cubic Feet per Day (MMcfd).
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1.0%

17.7
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Almost all of Malaysia’s existing oil and gas fields are
located offshore. As at March 2018, Malaysia’s upstream
oil and gas sector was supported by 371 offshore platforms
and subsea structures equipped with more than 700 units
of rotating equipment on these offshore facilities. This
includes major compressors, crude oil transfer pumps, gas
lift or gas injection compressors, water injection pumps
and power generators (Figure 4-4).

Figure 4-6: Local Production of Natural Gas

Standard Cubic Feet Per Day (Million)

Some of the notable developments within the upstream oil
and gas sector in Malaysia since January 2018 includes:

No. of Man Hours (Million)

Performance of the Upstream Oil and Gas Sector in
Malaysia

OIL AND GAS

2021

6 gas processing plants with
capacity of over 2,000 mmscfd

Note: Forecast includes activities which may have been
contracted out at the time of reporting. (Source: PETRONAS)

In terms of maintenance activities for the upstream sector
from 2019 to 2021, PETRONAS forecasts maintenance,
construction and modification (MCM) activities for
offshore facilities in Malaysia to remain stable (Figure
4-7). This includes maintenance activities such as
scheduled maintenance (planned activities) and corrective
maintenance (unplanned activities). In the medium
term, post-2021, MCM activities are also forecasted to
remain positive in view of the cyclical nature of facilities
maintenance, coupled with an anticipated increase in oil
prices. However, in view of higher cost pressure, there may
be work scope optimisation or prioritisation in the future.

(1) Covers facilities for PETRONAS Group of Companies only
(Source: PETRONAS)

In 2017, Malaysia liberalised the gas downstream sector
to encourage market competition and enhance supply
reliability. The sector, which was previously dominated by
PETRONAS and Gas Malaysia Berhad, now allows third
parties to sell gas and LNG in Malaysia. New licences were
introduced to allow independent operators to enter the
gas market, such as the regasification license to operate
a regasification terminal, transportation license allowing
holders to channel gas via the Peninsular Gas Utilisation
(PGU) pipeline, and shipper, import and retail licences.
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Performance of the Upstream Oil and Gas Sector in the
Middle East

Figure 4-9: Manufacture of Refined Petroleum Products in 		
Malaysia
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Figure 4-14: Crude Oil Production in Saudi Arabia
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For FYE2018, 61% of our total revenue was derived from
the Middle East, most of which were from the oil and gas
industry. Qatar, United Arab Emirates (UAE), Bahrain and
Saudi Arabia continue to be our top revenue contributors
in the Middle East region. As such, developments in the oil
and gas industry for these countries may have an impact
on our business.
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(Source: PETRONAS)
Note: Forecast includes activities driven by PETRONAS Group of Companies only which may
have been contracted out at time of reporting.
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Figure 4-13: Crude Oil Production in Bahrain

Figure 4-11: Crude Oil Production in Qatar
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Between 2013 and 2017, natural gas production in the
Middle East grew at a CAGR of 3.8% from 569.1 billion
standard cubic metres (BSCM) in 2013 to 659.9 bscm in
2017. Natural gas production in Qatar, UAE, Bahrain, Saudi
Arabia recorded a CAGR of 1.2%, 3.2%, 1.9% and 4.1%
respectively (Figure 4-15 to 4-18).
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Figure 4-10: Forecasted Number of Plant Turnaround Projects
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To capitalise on the upcoming downstream activities in
Pengerang, we will be developing Malaysia’s first MRO and
IRM Global Centre of Excellence for the downstream oil,
gas and petrochemical industries approximately 8km from
RAPID. This centre will be housed within our Pengerang
Eco-Industrial Park (PeIP), a self-contained total ecosystem
of infrastructure, facilities and providers of products and
services housed within one location. PeIP’s objective is to
provide a one-stop centre to meet the needs for plant and
machinery maintenance.
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Moving forward, PETRONAS expects plant turnaround
activities to pick up substantially after 2021 largely due
to the Pengerang Integrated Complex (PIC) project in
Pengerang, Johor which is scheduled to begin commercial
operations by the fourth quarter of 2019. The PIC is
developed by PETRONAS with an estimated cost of
USD27 billion, and was reported as 97% completed as
of 31 December 2018. PIC consists of the Refinery and
Petrochemical Integrated Development (RAPID) and six
supporting ancillary facilities.
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In 2017, overall crude oil production in the Middle East
shrank due to the countries’ commitment to the OPEC-led
production cut agreement. Nevertheless, the Middle East
remained the largest crude oil producer, responsible for
34.4% of the total global crude oil production in 2017.

22

Figure 4-10 depicts PETRONAS’ forecast of their own plant
turnaround activities in Malaysia for the coming years.
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In terms of downstream facility maintenance, PETRONAS
expects plant turnaround maintenance activities to
continue between 2019 and 2021 as this is part of regulatory
compliance. However, there may be some deferment or
rescheduling depending on operational requirements.
Plant turnaround is the scheduled shutdown of an entire
plant for equipment inspection, overhaul, debottlenecking,
revamps and catalyst regeneration. It is an important
exercise to ensure timely renewal of Certificate of Fitness
(CF) for equipment such as boilers and unfired pressure
vessels by the relevant authorities.
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Standing as the largest crude oil producer in the world,
the Middle East secured a strong position as a crude oil
producer despite the headwinds in the oil and gas industry.
In terms of crude oil production, the Middle East region
recorded 25.7 million barrels per day (bpd) in 2017, which
grew at a CAGR of 1.9% between 2013 and 2017. Crude oil
production volume in Qatar, UAE, Bahrain and Saudi Arabia
recorded CAGR of -4.6%, 1.5%, -0.3% and 0.8% respectively
(Figure 4-11 to 4-14).
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Between 2014 and 2018, the manufacture of refined
petroleum products has been growing at a CAGR of 2.2%
from 54.9 million tonnes in 2014 to 59.9 million tonnes in
2018 (Figure 4-9).

-3.9%

-0.1%

5.2%
2.4%

Figure 4-12: Crude Oil Production in UAE
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The liberalisation of this sector is expected to encourage
development in the gas downstream sector, which in turn
drives demand for MRO and IRM services.
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Growth Rates (%)
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(Source: OPEC)
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In 2018, the overall oil demand in the Middle East softened amid economic challenges including subsidy removal, substitution
plans, geopolitical issues and policies related to energy efficiency. However, OPEC is expecting a higher year-on-year growth
on oil demand in the Middle East to reach 8.17 million bpd in 2019, compared to 2018 estimated demand of 8.11 million bpd.
Demand for LNG in the region is projected to grow to support the expansion of the region’s petrochemicals, power generation
and seawater desalination sectors.

92

ANNUAL REPORT 2018

SERBA DINAMIK HOLDINGS BERHAD

Currently, Bahrain is constructing its first LNG regasification
facility with 6.0 MTPA capacity, which is expected to come
on stream in 2019.
Developments in the Oil and Gas Sector in Middle East

10

2013

We provide MRO and IRM services to the downstream crude
oil refining sector, LNG liquefaction and regasification
sector in the Middle East. As such, the number and size
of such plants would be directly relevant to the business
of the Group, especially in the countries that they provide
MRO and IRM services. Figure 4-19 and 4-20 shows the
estimated total capacity of crude oil refineries as well as
LNG liquefaction and regasification plants in some of the
Middle East countries served by our Group.
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Figure 4-18: Natural Gas Production in Saudi Arabia

Figure 4-16: Natural Gas Production in UAE
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The Middle East oil and gas industry has been shifting
its focus from the upstream towards the downstream
segment, as the region seeks to diversify by increasing
exports of specialised refined petrochemical products.
Between 2013 and 2017, output of petroleum products in
the Middle East grew by a CAGR of 3.1% from 7.6 million
bpd in 2013 to 8.5 million bpd in 2017. Output of petroleum
products in Qatar, UAE, Bahrain and Saudi Arabia recorded
a CAGR of 1.8%,12.6%, 0.3% and 11.8% respectively over
the period of 2013 and 2017.
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Figure 4-17: Natural Gas Production in Bahrain
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Figure 4-15: Natural Gas Production in Qatar
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In the Middle East, some of the notable projects that have
recently come on stream and expected to come on stream
in the near future include:

Expansion of Jebel Ali refinery in UAE. The
expansion is expected to be completed in 2019 and
it will increase the refinery’s existing capacity from
140,000 bpd to 210,000 bpd.
Expansion of Ruwais refinery in UAE costing around
USD 3.1 billion is expected to come on stream
in 2022. The expansion will enable 420,000 bpd
processing capacity for Upper Zakum offshore
crude oil.
Expansion of Sitra refinery in Bahrain with a total
investment cost of around USD5 billion. The
expansion, which is targeting completion in 2022
will increase the refinery’s existing capacity from
267,000 bpd to 360,000 bpd.
Expansion of North Field in Qatar. The expansion
is due for completion by 2023 and will increase its
LNG production capacity to more than 100 million
tons per year.
Discovery of the largest oil and gas field in Bahrain
in over 80 years in 2018. The hydrocarbon deposit
discovered is estimated to hold at least 80 billion
barrels of tight oil and 10 to 20 trillion cubic feet
(or 283 to 566 billion cubic metres) of deep natural
gas. This new discovery is significantly larger than
Bahrain’s current proven reserves of approximately
124 million barrels of oil and 92 billion cubic metres
of gas. As the recoverability of the resources is still
uncertain, the government has decided to drill two
appraisal well to further evaluate the potential of
the reservoir and aims to start production of the
recoverable resources within the next 5 years.

The Jazan refinery in Saudi Arabia which has less
than 10% to be completed is expected to commence
full operations in 2019. The Jazan refinery is
expected to have a production capacity of 400,000
bpd.
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We also operate within the power generation industry, especially in Malaysia and most recently in Laos. As such,
our business is, to a certain degree, driven by developments in the power generation industry in these countries.

Figure 4-19: Crude Oil Refineries Capacity ('000 bpd)
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Figure 4-20: LNG Liquefaction and Regasification Plant Nameplate Capacity

Liquefaction Capacity (MTPA)
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Between 2018 and 2025, total installed power generating
capacity of the Global market, Middle East, and Asia and
Pacific regions are forecasted to grow at a CAGR of 0.6%,
0.5% and 1.1% respectively. In general, an increase in
forecasted power generation capacity can be translated into
increase demand for power generation plant maintenance
services, thus benefitting our business.
Malaysia

2,000 Megawatt (MW) Jimah East Power Plant in
Port Dickson costing approximately RM12 billion;

Electricity generation in Malaysia has been growing in line
with consumption levels. Between 2014 and 2018, both
electricity generation and consumption grew with a CAGR
of 4.2% (Figure 4-21). As at 2018, electricity generation
stood at 162 Terawatt hours (TWh), exceeding total
consumption by approximately 16 TWh.

1,285MW Baleh Hydropower Plant in Sarawak that
is expected to come online in 2026;

NIL

UAE

Bahrain

Saudi Arabia

10
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MTPA = million tonnes per annum; (Source: Vital Factor analysis)
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In order to meet the needs of the increasing electricity
demand, the following are some of the major ongoing or
upcoming projects in the power generation industry in
Malaysia:

We are involved in the power generation industry in Malaysia
through our acquisition of minority interest in several
small hydropower plants in Sabah, as well as in a biogas
power plant company. Therefore, any positive demand and
outlook of the power generation industry, most particularly
renewable energy in Malaysia would be in our favour.

Figure 4-21: Electricity Generation and Consumption in Malaysia

Regasification Capacity (MTPA)

The power generation industry in Malaysia is actively
developing to cope with growing electricity demand.
According to the 11th Malaysia Plan, 97.6% of the
population in Malaysia have access to electricity and
the government is aiming to improve national electricity
coverage to 99% by 2020.
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2,242 MW Combined Cycle Gas Turbine (CCGT)
power plant in Melaka costing approximately RM6.5
billion;

624 MW Balingian Coal-Fired Power Plant in
Sarawak that is due for full commissioning in the
third quarter of 2019;
842MW Tanjung Kidurong CCGT Project in Bintulu,
Sarawak that is expected to be commissioned in
2020.
Renewable Energy (RE)
RE generation has also picked up pace in Malaysia over
the years. Between 2014 and 2018, RE generated under
the Feed-in Tariff (FiT) system recorded a CAGR of 16.9%,
from 534-Gigawatt hour (GWh) in 2014 to 999 GWh in 2018
(Figure 4-22).

Electricity Generation
Electricity Consumption
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Small Hydro (CAGR : -0.8%)
Biogas (CAGR : 47.1%)

2018*

Biomass (CAGR : -0.1%)
Solar PV (CAGR : 25.9%)

*preliminary data; (Source: Sustainable Energy Development Authority Malaysia, SEDA)

In 2018, solar power generation was the largest amongst
other renewable energy generation in Malaysia. Solar
power has been growing at a fast pace with a CAGR of
25.9% between 2014 and 2018, mainly due to its shorter
construction period and low operational challenges.
Biogas power generation has also been picking up pace
in recent years surpassing biomass power generation in
2018. In 2018, biogas was the second highest contributor
to Malaysia’s RE generation mix (Figure 4-23).

Recently, we were involved in the power generation industry
in Laos through an agreement to acquire a minority stake
in several hydropower plant projects in Houaphan, Laos.
As a result, any positive demand and outlook of the power
generation industry in Laos may augur well for our Group.
Power generation installed capacity in Laos grew by a
CAGR of 21.0% between 2012 and 2016 (Figure 4-24).
In 2015, installed power generation capacity more than
doubled with the commissioning of the Hongsa power
plant, the country’s first coal-fired power plant. However,
all of the power plant’s electricity is for export to Thailand.
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Figure 4-26: Laos’ Electricity Generation Mix, 2015

(Source: Electricity du Laos, Ministry of Energy and Mines Lao PDR)

Biomass & Solar 0.02%

Electricity generation in Laos far outweighs domestic
consumption by more than three times. As of 2015,
electricity generation in Laos stood at 16.3 TWh exceeding
total consumption which stood at 4.2 TWh (Figure 4-25).
With a population of 6.7 million, the demand for electricity
is small.
Some of Laos’ power is exported to surrounding countries
such as Cambodia, China, Thailand and Vietnam. Thailand
takes up the majority of the share. Meanwhile, Laos also
imports electricity from neighbouring countries to meet
demand during the dry season. The border areas of Laos
also import electricity as they are not connected to the
national grid.

13.88%

86.12%

Coal

(Source: Ministry of Energy and Mines, Lao PDR)

Currently, Laos has 48 operational hydropower plants with
combined generating capacity of 6,444 MW. As of June
2018, there are 54 hydropower plants under construction
across the country and they are scheduled to be completed
by 2020. The country plans to operate 100 hydropower
plants with combined installed generation capacity of
28,000 MW by 2020 to become the “battery of South East
Asia”.
In addition, Laos will also continue to study other options
of renewable and clean energies such as solar panel and
wind turbine in terms of sources of electricity production.

Solar PV = Solar Photovoltaic; (Source: SEDA)
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Electricity Generation

(Source: Ministry of Energy and Mines, Lao PDR)

In 2015, more than 80% of electricity in Laos were generated
from hydropower plants (Figure 4-26). Laos has been
investing heavily on hydropower plant projects powered by
the Mekong River.
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Figure 4-23: Malaysia’s Renewable Energy Generation Mix in 2018
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Figure 4-25: Electricity Generation and Consumption in Laos
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Figure 4-24: Power Generation Installed Capacity in Lao PDR
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As of 2016, RE constitutes 2% of Malaysia’s total energy
generation mix. The government aims to increase the
RE portion to 20% by 2025. To achieve this target, the
government introduced the Large Scale Solar (LSS)
programme in 2016. This programme involves awarding
contracts to private companies to build, own and operate
LSS power plants in Peninsular Malaysia and Sabah. Thus
far, two project cycles with total installed capacity of
958MW has been initiated. The third cycle of the scheme
(LSS3) will commenced open tender in 2019 with total
project worth RM2 billion.

Gigawatt (GW)

Figure 4-22: Renewable Energy Generation in Malaysia
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WATER UTILITY

WAT E R U T I L I T Y

Figure 4-29: Water Treatment Plant Design Capacity
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We expanded our reach into the water utility industry in
Malaysia through acquisition of minority interest in a
water treatment plant in Terengganu, as well as winning
EPCC contracts for two sewerage treatment plants in
Kuala Lumpur. Dynamic development in the water utility
industry in Malaysia is likely to have a positive impact on
our business.

Some of the recent developments in the water utility
industry include, among others, the RM68 million Pokok
Sena water treatment plant that has commenced operation
in November 2018, the RM2 billion Papan 1 sewerage
upgrading project in Ipoh that will be completed by 2021
and the RM8 billion Langat 2 water treatment plant that is
targeting completion in 2022.
Figure 4-27: Water Production and Consumption in Malaysia

Over the years, water production in Malaysia has been
growing in line with consumption level. Growth of water
consumption recorded a CAGR of 2.3% between 2013 and
2017, slightly outpacing water production which grew at
CAGR of 2.1%. In 2017, water production stood at 16,884
million litres per day (mld), exceeding total consumption by
approximately 6,100 mld (Figure 4-27).
Overall, water supply coverage in Peninsular Malaysia grew
from 96.1% in 2013 to 96.3% in 2016. As of 2016, water
coverage in the urban and rural area stood at 96.7% and
95.8% respectively (Figure 4-28). In the 11th Malaysia
Plan, the government is aiming to achieve 99% coverage of
access to clean and treated water in the rural area through
the Rural Water Supply Programme. In addition, RM738
million was allocated to improve water coverage in rural
areas and, RM160 million was allocated for water supply
projects to support FELDA developments.
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The SPAN initiated the National Sewerage Master Plan to
provide integrated and holistic long-term policy direction
to encourage migration from individual septic tanks and
pour flush systems to standardised treatment systems to
minimise pollution.

Rural

Note: Figure above excluded Sabah and Sarawak.

Malaysia

98

2014

0.7%

19.1

In 2016, WTP capacity grew by 1.1% arising from a new
WTP in Perak with total capacity of 23 MLD, as well as
increased capacity of six WTP in Negeri Sembilan, Perak,
Penang and Sarawak during the year.

2015

2.2%

18.9

As of 2016, there were 500 water treatment plants (WTP) in
Malaysia with a total design capacity of 19,056 million litres
per day (MLD). The WTP capacity in Malaysia increased at
a CAGR of 1.7% between 2012 and 2016 (Figure 4-29).

2016

18.7

As water is essential for human well-being and to facilitate
social and economic activities, global water demand is
largely influenced by the global population and economic
growth. The global population is forecasted to grow from
the current 7.7 billion to 9.8 billion in 2050 and the global
economy is projected to grow at a rate of 3.7% in 2019. The
growth in population and economic performance is likely
to encourage development in the water utility industry.
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Figure 4-28: Water Supply Coverage

17.8

We also ventured into the water utility industry in Malaysia and have generated a portion of our revenue from the
industry. As such, development of the water utility industry would also have an impact on our business.

(Source: National Water Services Commission, SPAN)

Sewerage Treatment
The sewerage treatment system in Peninsular Malaysia
can be segmented into two main categories, namely
connected sewerage services, and the septic tank and pour
flush system. The connected sewerage treatment system
channels household, commercial and industrial wastewater
through connected pipes to the sewerage treatment plant
(STP). The septic tank and pour flush system contains
wastewater in a tank, and solid waste is broken down in
the tank before liquid effluent is released into the drain.
The septic tank and pour flush system generally results in
negative environmental effects.
In 2016, approximately 70% of the sewerage treatment
system in Peninsular Malaysia is supported by public and
private STP, covering approximately 27.8 million population
equivalent (PE).
In the 11th Malaysia Plan, the government focused on
improving the country’s sewerage system to address
environmental pollution and safeguard public health. The
government aims to reduce the use of individual septic
tank and pour flush systems by developing 80% sewerage
connected services coverage in Malaysia, especially in
main cities by 2020.
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GROUP
MD/CEO
SUSTAINABILITY
MESSAGE
WE ACKNOWLEDGE THAT OUR
BUSINESS OPERATES WITHIN AN
ECOSYSTEM
ENCOMPASSING
THE
ENVIRONMENT
AND
COMMUNITY. AS WE GROW
OUR BUSINESS OPERATIONS
GLOBALLY
TO
ACHIEVE
MAXIMUM RETURNS, WE WILL
STRIVE TO MAKE A POSITIVE
SOCIAL AND ENVIRONMENTAL
IMPACT IN THE COUNTRIES
IN
WHICH
WE
OPERATE.
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G R O U P M D / C E O S U S TA I N A B I L I T Y

In conjunction with our Annual and Corporate Government
Report 2018, I am pleased to present Serba Dinamik
Holdings Berhad’s Sustainability Statement. This
Sustainability Statement covers activities that are
significant to our business and stakeholders and how
these material aspects are disclosed. This statement
summarises our Group’s progress in 2018 including
the policies, practices and procedures developed. This
also portrays our commitment to stakeholders towards
maintaining high levels of transparency and accountability
in achieving a sustainable future.
As a global engineering solutions provider serving the
energy industry, we address sustainability based on
balancing the need to generate economic value against
nurturing the environment and contributing to society.
For business and economic sustainability, we will continue
to focus on our core competencies namely providing
operations and maintenance (O&M) services, and
engineering, procurement, construction and commissioning
(EPCC) works to the energy industry. Coupled with our
asset ownership business model strategy as well as
investing in strategic and complementary businesses, we
will also continue to expand into new foreign markets and
industries.
We will continue to expand within the regions that we are
currently serving in Central and Southeast Asia, Middle East,
Europe and Africa. In 2018, we expanded our operations
to Tanzania, Laos and Kazakhstan. To support our global
vision, we plan to expand further into other regions
including the Americas and Australasia. Additionally, we
will seek for business opportunities in new synergistic
industries which we have yet to have a presence. This is
our strategy to provide business sustainability and mitigate
over dependency on a small group of countries or a specific
industry.
Our efforts to ensure a sustainable and growing business
is evident with the increase in our share performance since
we went public. Our total returns to shareholders was
149.33% within two years of our debut on the Main Board
of Bursa Securities. In comparison, FBMKLCI saw a decline
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MESSAGE

of 8.31% during the same period.

We also organise outreach programmes to give back to the community and help the less fortunate.

We will continue to create value in the economies that we
operate in. In Malaysia, through our Vendor Development
Programme (VDP), we are committed to nurture and
develop small and medium engineering companies to be
competitive locally and be global players. To date, we have
11 vendors registered under our VDP. Our VDP vendors will
also benefit our business as they form part of our supply
and value-added chain.

As we continue to create wealth for our shareholders, we give assurance to our stakeholders that we will uphold the highest
standards of quality in products and services without compromising on our business integrity and ethics. At all times, we will
give due consideration in conserving the environment where we operate and contribute to society wherever possible.

We stand by our “Think Globally, Act Locally” philosophy
whenever we expand our business overseas. It is important
that we remember our humble beginnings and be
respectful to other nation’s people, cultures, practices and
environments. While we aim to achieve a primary objective
of profit maximisation, we understand the need to satisfy
local stakeholders including workers, customers, suppliers,
business partners, government as well as the community.

DATO’ DR. IR. MOHD ABDUL KARIM BIN ABDULLAH
Group Managing Director / Chief Executive Officer

As part of our efforts in promoting environmental
sustainability, we will continue to expand our investments in
sustainable power generation solutions. We are committed
to pursue alternative renewable energy including
hydropower and biogas power generation. In 2018, our
commitment to renewable energy was demonstrated by
our acquisition of minority stakes in hydropower plants
in Laos as well as biogas power generation company in
Malaysia.
On top of that, we will establish our own targets in
minimising the adverse effects of our business activities
on the environment by making meaningful improvements
to the use of energy and water in our own operations.
In terms of our social responsibility to our employees, we
will strive to create an environment where all individuals are
treated fairly and ensure that their goals and aspirations
are taken into consideration.
We will empower our employees to develop their
competencies and qualifications to propel them for greater
career advancement. Employees are also encouraged to
participate in social events to maintain a work-life balance.
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SCOPE OF THIS REPORT

Disclaimer

This report provides a summary of the activities for
financial year ended 31 December 2018, and where relevant
including early 2019.

This report contains past, present and moving forward
information, plans, strategies and policies. Various
assumptions were used for the moving forward statements
and plans. Our moving forward plans may vary from actual
results.

Current Issue

: April 2019

Next Issue

: Scheduled for April 2020

Previous issue

: April 2018

Organisation Boundaries

We are guided by local and international statutory
and reporting frameworks including Bursa Malaysia’s
Sustainability Reporting Guide as well as Global Reporting
Initiative (GRI) G4 Guidelines.
Assurance
Financial data in this report has been independently
assured as part of the Group annual financial audit.
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Social
As we strive to be a global
enterprise, we will continue
to develop our people, enrich
communities and contribute
positively to society in all the
countries we operate in.

Economics
Business growth is key to our profit
sustainability. This drives us to innovate
and broaden our product and service
offerings, expand our markets globally and
increase our engagement with customers
to better meet their needs.
ECONOMICS

lth

Reference Guidelines

As such, we have developed an overall framework and guiding principles premised upon the evaluation of the Economics,
Environment and Social (“EES”) aspect of our business operations.

a
We

Due to the size of our Group and geographical extent of
our operations, it is at times difficult to obtain all data
points. Therefore, to the extent possible, limitations and
assumptions are stated in the report.

As a commercial enterprise we have an ongoing obligation to our shareholders to create economic wealth. At the same
time, we are aware that we operate within a wider ecosystem comprising various stakeholders, countries in which we derive
economic benefits as well as the environment that sustain all of us.
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This report covers the operations of Serba Dinamik
Holdings Berhad and its subsidiaries in Malaysia and
foreign countries. It includes majority owned subsidiaries
(greater than 50% shareholdings), unless otherwise stated.
Acquisitions are included in data sets once they are legally
owned and fully integrated into the corporate structure of
Serba Group. All data included in the report is group data
unless otherwise stated. Any significant organisation
changes are available in Company Announcements on the
website of Bursa Malaysia Securities Berhad.
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ABOUT THIS SUSTAINABILITY STATEMENT

Protecting the Environment for
Our Future Generation

SOCIAL

ENVIRONMENT

Environment
We recognise that we share the environment with everyone on earth. As
an ISO 14001 certified company operating within the energy industry,
we are keenly aware of diminishing non-renewable resources and the
negative impact some of these resources may have on the environment.
As such, in planning, developing and operating our business, we aim
to minimise such negative impact. Where practical, we would proactively source and champion renewable energy resources as well as
participate in initiatives that support the usage of clean energy thereby
helping to improve the environment for the next generation.
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Our Mission for Sustainability
Our mission for a sustainable business entity is to
continuously:
•

Create wealth for our shareholders with due care
and consideration to the environment and society

•

Expand our markets locally and globally to drive
business growth.

•

Enhance product and service quality, and drive
improvement and innovation to be the provider of
choice for our customers.

•

Maintain the highest standards of workplace health
and safety.

•

Develop our people through continuous training and
education, and recognising and rewarding talents to
meet the needs of our customers.

•

Maintain a conducive working environment
incorporating equality and merit-based career
advancement, while providing for personal and
family needs.

1. EMPLOYEES
Issues That Matter
• Corporate direction and growth plans
• Workplace health and safety
• Equal opportunity
• Remuneration and beneﬁts
• Training and skills development
• Career development and advancement
• Labour and human rights
• Work-life balance

Engagement Method
• Management visits to all local and
foreign operations
• Staff meetings
• Employee events such as family day, annual
dinner, Hari Raya open house, etc
• Sports and recreational activities
• Internal memorandums
• Training and skills programmes

Issues That Matter
• Business growth
• Proﬁtability
• Acquisitions and expansions
• Market diversiﬁcations
• Risk management
• Corporate governance
• Reporting standards

Engagement Method
• Annual and extraordinary general meetings
• Annual and quarterly reporting
• Analyst, banker and fund manager brieﬁngs
• International investor road shows
• Press conferences, releases and interviews
• Shareholders’ circulars
• Announcements to Bursa Malaysia

SERBA DINAMIK HOLDINGS BERHAD

• Proﬁtability
• Ethical business practices
• Corporate governance
• Environmental and social responsibilities
• Labour and human rights

Engagement Method

4. CUSTOMERS

• Reputation and corporate image
• Accurate data and information
• Effective communications
• Increasing corporate proﬁle

Issues That Matter

Engagement Method
• Press conferences
• General press/media releases
• One-to-one media engagements
• Dialogues session with media
• Invitation of media in corporate events

7. LOCAL
COMMUNITY
AND PUBLIC

STAKEHOLDER
ENGAGEMENT

• Social responsibilities
• Environment care
• Contributing to the less fortunate
• Job creation

Engagement Method
• Community programmes
• Donations and ﬁnancial aids
• Local sourcing
• Press releases

• Health and safety
• Cost and productivity
• Product and service quality
• Continuous innovation and prudent use
of technologies
• Environment care

Engagement Method
• Sales initiation
• Project reporting regularly
• Exhibitions and conferences
• Publications occasionally
• Press releases
• Company website

6. VENDORS/ SUPPLIERS

Issues That Matter

5. GOVERNMENT AND
REGULATORY AUTHORITIES
Issues That Matter
• Health and safety
• Payment schedule
• Pricing of services
• Product and services quality
• Inventory/Supply commitment
• Vendor development
• Registration of interest and call for tenders
• Vendor Development Programme
• Progress reports
• Supplier audit and evaluation
• Meetings
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Issues That Matter

8. MEDIA
Issues That Matter

Engagement Method
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3. BUSINESS PARTNERS

• Management and operation reports
• Progress reports
• Meetings
• Performance reviews

Stakeholders Engagement
We continue to actively engage with various stakeholders in
efforts to strengthen relationships and create shared values
that will propel our Group towards business excellence.
This enables us to capture varied expectations, concerns
and viewpoints that each group may have about our Group’s
business operations. The following diagram presents our
list of key stakeholders, their identified issues that matter
and our method of communication and engagement.

2. INVESTORS/
SHAREHOLDERS

Issues That Matter
• Regulatory compliance
• Security issues
• Develop industry to be globally
competitive
• Transfer of skills, knowledge
and technologies to locals

Engagement Method
• License, permit, registration and certiﬁcation
applications and renewals
• Project proposals
• Compliance and audit
• Consultative meetings

SERBA DINAMIK HOLDINGS BERHAD
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Our Sustainability Value Systems
Guided by our sustainability framework, we abide by the following value
system to address issues that matter to our stakeholders:
•

Employee: We value the contributions of our people and recognise
that our success is dependent on their continuing development
in skills, expertise and knowledge. We will help them advance in
their career and personal development. We strive to be one of the
best companies to work for and in that respect, we will continue to
promote a working environment that is based on equality, merits,
ethics, teamwork, honesty, respect, understanding and compassion
premised on an open-door policy with management.

•

Shareholders and Business Partners: Our shareholders are owners
of the enterprise. We will strive to create sustainable wealth for our
shareholders and business partners with due care and consideration
to the environment and society.

•

Customers: Customers are the reason we are in business and we
rely on them to sustain our business. As such, we will continuously
engage with them, provide them with quality products and services,
and to help them meet the challenges of their operating environment.

•

Government: A sustainable business must operate within regulatory
frameworks and based on fair business practices. We operate in
an industry which requires strict adherence to laws and regulation
to safeguard employees, community and the environment. We will
continue to be diligent in complying to regulations and engage with
the relevant authorities.

•

Suppliers: Our suppliers are our business associates in creating
value through our products and services. As such, we work with
our suppliers to effectively and efficiently meet the needs of our
customers. We employ fair practices and transparent procedures
to ensure that our suppliers enjoy mutual benefits for sustainable
business partnerships.

•

Community: We operate in an ecosystem that involves the greater
community comprising citizens and residents, government and other
organisations. To sustain our business, we will exercise corporate
social responsibilities which would include, among others, helping
the less fortunate, creating job opportunities, encouraging talents,
contributing positively to society, and caring for the environment.
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ECONOMICS

ECONOMICS
ECONOMIC SUSTAINABILITY OF OUR BUSINESS
Focusing on Our Core Competencies

MOVING FORWARD: STRATEGIC PLANNING

We celebrated our Silver Jubilee Anniversary on the 21 September 2018 with the achievement of being part of the
billion-ringgit business community based on yearly revenue. Over the past 25 years our success was attributed to our
strategy of focusing on our core competencies, which is providing O&M and EPCC services to the energy industry. Our
strong market position as being among the top 2 service providers for MRO of rotating equipment1 amongst Malaysian
Oil and Gas Service and Equipment Providers is complemented by our expansion into foreign markets to become a
globally recognised total engineering solutions provider.

A businesses’ economic sustainability can be described as its ability to operate profitably into the future. Moving forward, our
overall business strategies would enable us to formulate a sound business plan to ensure business sustainability and growth.

Strategic Investments and Acquisitions
CORE COMPETENCIES

Besides growing organically we continue to pursue a faster growth trajectory through strategic investments and
acquisitions. Targeted investments and acquisitions include those that can provide us with diversification into new
or complementary industries, facilitate expansion of our geographical markets as well as add value to our goal of
becoming a total engineering solutions provider.

Asset Ownership Business Model
STRATEGIC
PARTNERSHIPS

BUSINESS
GROWTH PLANS

STRATEGIC INVESMENTS
& ACQUISITIONS

In line with our strategy to achieve business sustainability, we will continue with our asset ownership business model
to own assets that will provide us with recurring revenue streams. Our asset ownership model is focused on our core
industries of oil and gas, power generation and water utilities. Through this business strategy, we acquire stakes
in companies that own industrial assets while leveraging on our existing core competencies in O&M and EPCC to
develop, operate and maintain the assets. Such acquisitions would enable us to benefit from different revenue streams
throughout the life-cycle of the industrial assets, including from EPCC during the development phase and O&M during
the operational stage.

ASSET OWNERSHIP
BUSINESS MODEL

Strategic Partnership
As and when opportunity arises, we will engage in strategic partnerships with industry and subject matter experts,
and government agencies to gain technologies, skills and knowledge in areas we do not have expertise. Our strategic
partnerships are undertaken through Memorandum of Understanding as well as Head of Agreements.
1
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Industry Diversification

OUR BUSINESS PLANS
EPCC

IMPROVING INTERNAL
CAPABILITIES
RENEWABLE
ENERGY

E&E Gas

It has always been our strategy to diversify our revenue streams by entering into new industries with the aim of mitigating over
reliance on any single industry. However, our industry diversifications will always be grounded on our core competencies of
EPCC and/or O&M.We have diversified into industries including water utility, chemical production, biogas power generation,
and gas distribution.

INDUSTRY 4.0

GEOGRAPHICAL
EXPANSION

Konsortium Suﬁni Green &
Amanie Holdings Smart

In 2018, we forayed into the chemical production industry with
an EPCC job to develop a chlor-alkali plant for the production of
chlorine and caustic soda in Tanzania. The chlorine produced
will be used as disinfectant for water treatment, and for other
industrial usages. As part of our asset ownership business model
strategy, we also took a minority stake in Sufini Holdings Ltd, a
joint-venture company with Junaco (T) Ltd.

GLOBAL CENTRE
OF EXCELLENCE

The ongoing Chlor-Alkali Plant in Tanzania

INDUSTRY
DEVERSITY

GROW ‘OTHER’
BUSINESS SEGMENT

We diversified into the power generation industry when we
entered into biogas power generation. We secured an EPCC
contract for a 2.7MW biogas power plant from Green & Smart
Holdings Plc (Green & Smart). To gain more similar contracts, we
acquired a minority stake in Green & Smart by subscribing for its
private placement exercise on 19 July 2018.

Biogas power plant

In 2018, we diversified our business into the gas distribution
industry. We entered into a proposition to acquire a minority stake
in E&E Gas Sdn Bhd (E&E Gas) which owns a project to develop
an integrated mid-scale LNG distribution infrastructure facility in
Lumut, Perak. Via this agreement, we secured the EPCC contract
to develop the onshore LNG distribution facilities.

^ Early preparatory works begins at Lumut, Perak
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Geographic Expansion

During 2018, we made several strategic investments and acquisitions, including:
•

Al-Sagar Engineering Group LLC and Al-Sagar National Establishment (collectively known as Al-Sagar), with head office
in Abu Dhabi, UAE;

•

CSE Global Limited (CSE Global), with head office in Singapore;

•

eNOAH iSolution India Pvt Ltd (eNOAH), with head office in India;

As a global company we continue to expand into new geographical markets. We adopt a two-pronged approach in our
geographical market expansion strategy.

•

La Rapida SA, with head office in Switzerland;

•

Psicon AVV1 and Psicon BV1 (collectively known as Psicon), with head office in Netherlands, Amsterdam;

The first prong is to organically grow our business in new geographic markets using our core expertise in providing O&M
services for the energy industry. In 2018, we successfully made inroads into Kazakhstan by securing our first O&M contract
for an industrial plant in the Karachaganak gas condensate field. Additionally, in the beginning of 2019, we strengthen our
presence in Central Asia by securing our first contract in Uzbekistan to provide maintenance for an oil and gas plant in the
country.

•

Sreem Serba Turbines Pvt Ltd (Sreem Serba), with head office in India.

O&M

EPCC

Suﬁni
OHP
Al-Sagar
Holdings Ventures

CSE
Global

eNOAH La Rapida

Psicon

Sreem
Serba

The second prong is through asset ownership, strategic investments and acquisitions. In 2018, we made our foray into the
African continent when we entered into a joint-venture agreement with Junaco (T) Limited for the establishment and operation
of a chlor-alkali plant in Tanzania. We actively exploring opportunities other African countries such as Senegal, Ivory Coast
and Guinea to undertake EPCC and O&M projects amongst others.

1

At the date of this reporting, the acquisition of these companies is not yet finalised.

We plan to leverage on CSE Global’s network to gain access into US, Mexico, Australia and New Zealand. Al-Sagar will strengthen
our presence in UAE, while eNOAH and Sreem Serba will strengthen our presence in India. Our proposed acquisition of Psicon,
with offices in Netherlands, Houston and Curacoa, will help us make inroads to these new markets.
We leverage on our strategic acquisitions to grow our business globally

In 2018, we expanded our operations in Southeast Asia by securing an EPCC contract to develop two small hydropower plants
in Xam Tai district, Houaphan province in Laos. To fortify our business interest in the country, we entered into an agreement
to acquire a minority stake in OHP Ventures Incorporated, which owns the said small hydropower plants.

Current Presence

Recently Entered

Potential future markets via our recent acquisitions

^
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Renewable Energy

O&M

Adat
OHP
Sanjung Ventures

EPCC

Green &
Smart

We have actively invested in renewable energy assets
in line with our mission to become a sustainable and
environmentally responsible company. Through our asset

Small/Mini
Hydropower plants

Biogas Power Plant

Between 2015 and 2018, we entered into agreements to
acquire minority stake in companies which owns small or
mini hydropower plant projects. These companies have
obtained the necessary approvals to develop hydropower
plants and supply electricity to the national power grid.
The following diagram depicts some of our interests in
mini/small hydropower plants.

In 2018, we took a 25% equity interest in Green & Smart
Holdings Plc (“GSH”) which is involved in the renewable
energy sector in Malaysia. It focuses on power generation
from biogas captured through the treatment of palm oil
mill effluent (POME).
To date, GSH group has completed two biogas power
plantslocated in Johor and Penang. It has awarded one
EPCC contract to our subsidiary, Serba Dinamik Sdn Bhd,
for a 2.7 MW biogas power plant in Teluk Intan, Perak.
Biogas is formed naturally when POME decomposes in the
absence of oxygen. More than 50% of biogas comprises
methane, a greenhouse gas (GHG) that is many times
more powerful than carbon dioxide as a heat-trapping gas
that contributes to global warming. The biogas power plat
would reduce the impact of methane in climate change by
harnessing biogas to generate electricity.

Our interests in mini/small hydropower plants
13.5 MW

10.0 MW

ownership business model, we increased our investments
in companies involved in hydropower generation and
biogas power generation in 2018. This bring our Group’s
renewable energy portfolio to approximately 59 MW.

5.6 MW

Sabah, Malaysia
Pipe installation works in Sabah, Malaysia

15.0 MW

15.0 MW

Houaphan, Laos
Road preparation works in Houphan, Laos

118

ANNUAL REPORT 2018

SERBA DINAMIK HOLDINGS BERHAD

SERBA DINAMIK HOLDINGS BERHAD

ANNUAL REPORT 2018

119

ECONOMICS

ECONOMICS

Improving Internal Capabilities

O&M

EPCC

Al-Sagar

Industries 4.0

CSE
KB
La
Global Engineering Rapida

Our core competencies are in O&M and EPCC. Within O&M,
we provide MRO of rotating equipment and IRM of static
equipment and structures. While we carry out the majority
of the works internally, there are certain scope of works
that are subcontracted out to third party service providers,
as we do not have the resources in-house.

Psicon

Sreem
Serba

KB Engineering’s expertise in coatings, particularly
galvanising, benefits our corrosion prevention services in
some of our O&M contracts.

O&M

eNOAH

To be future ready we need to stay ahead and embrace the
next industrial revolution phase - Industry 4.0. The fourth
industrial revolution is changing how the world of business
functions.
In line with our aim to embrace the future, we signed a
Memorandum of Understanding (MOU) with Microsoft
APAC Digital Advisory Services to collaborate on a digital
transformation plan to integrate digital capability into our
core competencies, most particularly our O&M segment.

During 2018 we invested in several companies that have
operations, facilities and licenses that complement our
core competencies and improve our capabilities. Having
these capabilities internally will enable us to offer wider
solutions to our customers, as well as to increase our
competitiveness when we bid for jobs.
For instance, Al-Sagar is the only company to have a
pump performance test facility in the UAE. Thus, we will
be able to leverage on our associate’s facility when we
undertake pump maintenance jobs in the UAE. Meanwhile,
our investments in CSE Global would enable us to offer
integrated solutions to our customers. We specialise in
integration of O&G equipment and systems on offshore
platforms, while CSE Global focuses on sea bed to platform
equipment and systems integration.

Microsoft

• safety and emergency procedures;
• integration with the collection and analysis of
data, metrics, benchmarks and case studies.

Our collaboration with Microsoft would enable us to
implement the following technologies in our service
delivery:
•

Virtual, augmented and mixed reality using wearables
such as Microsoft HoloLens for more effective,
efficient and timely MRO and IRM service provision;

•

Internet of Things for real time data monitoring,
measurement and transmission to our Integrated
Turnaround Centre for effective project supervision,
and remote collaboration with industry experts;

•

Cloud computing for collaboration with customers
and suppliers, and storage of project information,
performance data and metrics for future analytics,
benchmarking and case studies;

•

Digitalisation of facilities, assets and processes to
facilitate:

La Rapida’s manufacturing facility in Switzerland

Moreover, some of these companies have authorised
distributorship for leading brands. For example, Al-Sagar
is an authorised distributor of pumps for Mitsubishi Heavy
Industries and SPP Pumps, and La Rapida is a licensed
supplier of OEM parts for brands such as General Electric.
Companies such as Psicon have developed a range
of intellectual properties involving rotating equipment
performance upgrade and process module engineering,
while Sreem Serba has the capability to design and
manufacture steam turbines of, up to 10 MW capacity.
We continue to strengthen our competitive advantages and
grow our business through these strategic investments
and acquisitions.

Sreem Serba’s workshop in Hyderabad, India

•
•
•
•

In view of the complexity of such implementation, our Group
has spent RM2 million on a proof of concept exercise to
pilot the digitalisation of plant facilities for our Group’s PT
Serba Dinamik Indonesia compressed natural gas (CNG)
plant in Muaro Jambi, Indonesia.
eNOAH iSolution India Pvt Ltd (eNOAH) has been extending
their expertise to pilot the digitalisation of our CNG plant.
We saw that eNOAH’s expertise and capabilities are highly
valuable in achieving our Industry 4.0 goals, thus we
made a strategic investment in the company to leverage
on their technology capabilities. Furthermore, eNOAH has
an extensive network including an operational office in
California that is located close to the heart of technology,
Silicon Valley.

virtual, augmented and mixed reality;
collaboration with customers, suppliers,
experts and engineers on the ground;
training and education;
^ Our Group MD/CEO, Dato’ Dr. Ir. Mohd Abdul Karim bin Abdullah and Microsoft
Malaysia’s Managing Director, K Raman at the MOU signing ceremony
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Global Centre of Excellence

MRO

ECONOMICS

Grow ‘Other’ Business Segment

Izin Budi/
IRM Perisind Samudra

MTE

One of our goals is to create Malaysia’s first MRO and IRM Global Centre of Excellence designed to serve the needs of
the oil and gas, as well as power generation industries. With our in-house facilities and resources, combined with those of
our associate companies, business partners and vendors, our Global Centre of Excellence will be a one-stop engineering
solutions centre for the repair and maintenance of plants, facilities, machinery and equipment.
In line with the developments of oil and gas industry in Malaysia, we have identified two areas which we believe would have
tremendous demand for such services in the next few years, namely Bintulu, Sarawak and Pengerang, Johor.

Tanjung Kidurong, Bintulu, Sarawak

Land Area

28 acres

Facilities
		
		
		
		

MRO workshop, blasting, coating and 		
galvanizing plant, fabrication and open
yard, vendor factories, warehouse and
storage facilities, office building, and
waste water treatment plant

Estimated
Completion
Date

2020

eNOAH

Our Group’s other business activities include technical
education and training, and Information & Communication
Technology (ICT) services, which contribute a small
proportion to our Group’s earnings. Most of the services
also support our Group internally. Moving forward, we have
plans to grow these two segments by expanding on the
products and services offerings for external customers.
Technical Education and Training

Bintulu Integrated Energy Hub (Bintulu i-EH)
Location 		

We conduct theoretical training courses at our Shah Alam
TrainingCentre, while practical classes are conducted at our
six service centres located in Paka, Kemaman, Pasir Gudang,
Labuan, Bintulu and Miri in Malaysia. These training courses
are offered to our own employees, as well as external students
sent by other companies or through government initiatives.

We have training centres that are approved by City & Guilds,
a vocational education organisation in the United Kingdom.
With our knowledge and experience in specific industries,
we customised our training programmes using the City &
Guilds syllabus, assessments and programme guidance
notes as a basis while incorporating other technical and
specific course contents or each training programme
relating to the provision of O&M services to the oil and gas
industry.

In 2018, we acquired a 70% stake in Materials Technology
Education Sdn Bhd (MTE), a company providing training and
education services in Malaysia specialising in delivering
Institute of Materials Malaysia (IMM) Training and
Certification Programmes. IMM promotes the training and
development of individuals and companies in Malaysia to
attain professional recognition in various fields of material
science, technology and engineering. IMM has trained and
certified over 600 coatings inspectors and 2,500 blasters
& painters, supervisors, corrosion technicians, cathodic
protection technicians and engineers. Additionally, IMM
certification programmes are recognised by PETRONAS and
other oil and gas operations in Malaysia. We believe that this
strategic acquisition would enable us to expand our technical
education and training segment, which would be beneficial
to the new training centres that we will establish at our PeIP.

Artist Impression of Bintulu i-EH

Pengerang eco-Industrial Park (PeIP)
Location 		

Pengerang, Johor

Land Area

54.5 acres

Facilities 		

MRO and IRM Global Centre of
		
Excellence, Plant Turnaround Village,
		
Independent Utility Facility, Logistic Hub,
		T-VET City
Estimated
Completion
Date

122

2020
Artist Impression of PeIP
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IT Solutions

ECONOMICS

Economic Value Distribution

VALUE CREATION

Through our subsidiary, Serba Dinamik IT, we have
developed a suite of software packages for industrial
applications which are sold on a standalone basis,
packaged with other IT software solutions or packaged
together with our O&M and EPCC contracts. Serba Dinamik
IT is an MSC Status company in recognition of its research,
development and commercialisation of in-house developed
software applications.

As we expand our operations globally, we are proud to be
able to create value to the economies in which we operate.
The scale of our operations allows us to make the following
significant and long-term economic contributions:
•
•

In addition to IT solutions that complement our O&M and
EPCC services, our IT business segment have also been
developing several commercial application software
namely QwikPay and MyTPA.
In line with our plans to grow our IT business division, Serba
Dinamik IT acquired a minority stake in eNOAH iSolution
India Pvt Ltd (eNOAH) at the end of 2018. Established in
India, eNOAH provides IT solutions, business process
management and support services to Fortune 500
companies worldwide including the healthcare, insurance,
manufacturing and automotive sectors. We have earmarked
RM30 million to undertake IT projects in collaboration with
eNOAH in 2019. For starters, we will look to bid for jobs in
Singapore worth S$500 million to S$800 million.

Dato' Karim (on the left) exchanging documents with eNoah iSolution India Pvt
Ltd director Neelainar Sathasivam during the signing ceremony in Kuala Lumpur.

Direct economic contribution of our business activities;
Taxes to governments in the various countries where
we operate

Additionally, our business operations create jobs and
stimulate the production and consumption of goods and
services in the countries we operate in. This is achieved
through our supply chain as we purchase goods and
services to operate our business. Similarly, we are part of
the value chain where our products and services are, in turn,
used by our customers to create value. In combination,
our supply chain and value-added chain create multiplier
effects where wealth moves from one sector of the
economy to the next, thus benefitting a wide circle of the
commercial and consumer community.
The larger our revenue base, the higher the quantum of
benefits to the various economies and communities in the
countries where we operate.

RM

RM

169.32

84.60

Million
Payment to
Employees
Dato' Karim (most right) during the launch of MyTPA in November 2017

QwikPay is a ticketless and cashless payment solutions
provider in Malaysia. Currently, QwikPay works by issuing
users a QR code to make payments for parking at selected
office buildings and shopping malls. Moving forward,
we intend to also make it available for payment of public
transport as well as general purchases. We also have plans
to launch this product in Indonesia.
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FYE 2018
RM’000

Contribution to Economies and Beyond

MyTPA, or Malaysian Medical Third-Party Administration, is an appbased online management system for clinics that regulates payment
claims made by panel clinics, and provides an online depository of
integrated records. This is in collaboration with the Malaysian Islamic
Doctors Organisation (PERDIM), which has approximately 1,400
clinics under its registry. We function as an intermediary, establishing
tripartite agreements with the panel clinic and companies who use
the clinics as its panel.

SERBA DINAMIK HOLDINGS BERHAD

RM

3.09

Million
Payment to
Capital
Providers

BILLION

RM

2.64

Million
Payment to
Suppliers

RM

20.00

Million
Payment to
Government

Economic value generated
Revenue and other income			

3,291,041

Economic value distributed
Operating costs1				

2,643,189

Wages and benefits to employees2		

84,597

Payments to providers of capital3		

169,323

Payments to government4			

19,999

Economic value retained			

204,610

Aggregated economic contribution		

3,086,430

1. Operating cost are related to expenses recognised in the
financial statements. This includes expenditure paid to suppliers,
contractors, and professional fees for provision of technical
consultancy and related fees and exclude employee/personnel
expenses such as wages and benefit, payments to governments,
depreciation and taxes.
2. Wages and benefits to employees include wages and salaries
of personnel directly related to contracts/projects, and technical
personnel, as well as full time employees from various departments
including managerial and professional, clerical, administrative,sales
and marketing and others.
3. Payments to providers of capital refer to dividends paid to
shareholders of our Group, and interest payments comprising
interest expense on borrowings for project financing and finance
acquisition of companies.
4 .Payments to government refer to payments of corporate income
tax.
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Our Vendor Development Programme

Creating and Sustaining Jobs

Think Globally, Act Locally

Employing Locals

On 22 December 2015, we were appointed by Malaysia’s
Ministry of International Trade and Industry (MITI) to be
an anchor company for a vendor development programme
(VDP). Our role as anchor company is to assist in nurturing
and developing Malaysian Bumiputera entrepreneurs
relating to MRO of rotating equipment and IRM of static
equipment and structures.

•

Building SME capabilities by developing human
capital covering entrepreneurship, technological and
engineering expertise, and product development
capabilities within the engineering sector for the oil
and gas, and power generation industries.

•

Initiate and develop training programmes to encourage
on-the-job training and skills development programme
with targeted efforts to meet international standards.

As we expand our business internationally, we always instill
on our employees a “Think Globally, Act Locally” philosophy.
To be successful in a foreign country we need to learn to
be respectful and adapt to their people’s culture, practices
and environment. Setting a global vision for a company is
important as it helps us achieve the primary objective of
the business, which is profit maximization. However, at
the same time, we need to be able to satisfy local workers,
customers, suppliers, government and the environment.

Job creation is also a goal we aim to achieve whenever we
enter into new geographic markets. Having the support of
the locals would also be beneficial to our operations. During
our early years operating in Bintulu and Miri in Sarawak
we were mainly supported by local Sarawakians, some of
whom have been working with us for over 20 years.

In 2018, PETRONAS launched VDPx, a new vendor
development scheme as an extension of its VDP
programme, with the collaboration of several major
industry players in Malaysia. We were selected together
with 17 other organisations to replicate PETRONAS’ VDP
programme to reach out to more local vendors, and further
amplify its benefits to the industry as well as the nation.

•

Encourage people development by creating linkages
with global suppliers for technology, skills and
knowledge transfer.

We are committed to operate our VDP to support local
small and medium enterprises (SME) in their pursuit of
excellence, and contribute to the economic growth of
the Malaysian industrial community. To date, we have 11
vendors registered under our VDP.
Developing Small and Medium Enterprises
•

Provide opportunities for local SME to participate in
the engineering solutions sector, including MRO of
rotating equipment and IRM of static equipment and
structures.

•

Nurture SME to be globally competitive to secure
foreign earnings to benefit the Malaysian economy.

•

Create business transactions to contribute directly to
economic value generation to bring wealth to Malaysia.

•

Fiscal contribution from property and corporate taxes
to government revenue, which provides support to
public infrastructure and service development for the
local communities.

Supply Chain

We intend to create the same impact in foreign countries
where we operate. For instance, the completion of the
Chlor-Alkali plant in Tanzania is anticipated to create 50
new plant operations jobs for locals.

Our relationship with suppliers is critical to our business
operations and sustainability. In the countries where we
operate we seek to work with suppliers that share our value
systems and comply with our supplier’s code of conduct
including, among others, corporate governance, fair and
legal practices, health and safety, transparency, labour laws,
human rights and environmental compliance. Through
engagements with suppliers and assessment of our supply
chain, we will continue to improve our performance and
create mutually beneficial shared values.
In 2018, we purchased goods and services from more than
1,200 suppliers. These are mainly for the purchase of parts,
consumables, tools, equipment and services.

ACTIVE SUPPLIERS

1241

We will continue to support, where possible, local suppliers
in the respective countries where we operate. In Malaysia,
as we are charged with the role of an anchor company
for VDP, we will continue to prioritise and actively support
Malaysian-owned companies.

^ Goh Chau Nian, a Sarawak local, who has been working with our Group for
over 20 years.

Briefing on our Vendor Development Programme in Johor by Dato' Karim
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ENVIRONMENT
ENVIRONMENTAL PROTECTION
ENVIRONMENTAL CONSCIOUSNESS

•

Our Approach
As we create wealth for shareholders we interact with the
environment. We are greatly aware that the environment
is a shared resource which affects every living being on
earth. What we choose to do with the environment would
eventually affect the sustainability of our business. This
is most important as we operate within the oil and gas,
and power generation industry. Our ability to preserve
the environment, and possibly reverse some environment
damage will hold us in high esteem by our customers
as well as the local community. Generating goodwill will
contribute a long way to the sustainability of our business.
As a consumer of resources like energy and water, we will
continue to play our part to reduce usage to conserve these
scare resources.

•

Implement environmental management programmes
including creating awareness and consciousness of
the importance of environmental preservation.

•

•

Management review and monitoring to meet
environmental standards in minimising energy and
water consumption to reduce our impact on the
environment.
Formulate energy efficiency initiatives in our
operational facilities to improve energy efficiency
level.

49,676* m3 of water was
consumed from our
Malaysian operations for
FYE2018

WATER
CONSUMPTION
Although water is a renewable resource its availability in a form that is drinkable and usable for other domestic and industrial
uses is limited. As the world continues to develop and population continues to grow, the demand for clean water is prevalent.
In view thereof we encourage responsible water usage and conservation. Through the introduction of water initiatives, control
and monitoring programmes, we intend to educate our employees in reducing wastage of water and streamline the approach
in meeting our internal environmental standards.
Our recent investment and EPCC of a water treatment plant project in Terengganu, Malaysia will improve our appreciation of
the value and scarcity of clean water.
Energy Saving Initiatives
3.57 GWh of electricity was consumed from our Malaysian
operations for FYE2018

We are an ISO 14001 certified organisation. We strive to
maintain and adhere to sound environmental management
system with the following approaches:
Investing in renewable and clean energy to create
environment sustainability and economic value.

Water Conservation

Our international environmental standards are detailed
in our health, safety, environment (HSE) control
framework. Our projects and operational facilities
comply with local environmental regulations and
internal standards.

We are committed to address challenges and opportunities
in our natural surroundings where we conduct our business.
This will enable us to contribute to environmental value and
minimise damage to the environment.

•

ENVIRONMENT

ELECTRICITY CONSUMPTION
We encourage our employees and site personnel to turn off their computers and laptops if they are going to be away from
their desk for a break or for a long period of time. Staff are also required to turn off the lights when not needed during
break time and after office hours. We also carry out regular maintenance on all our office equipment to keep them running
efficiently.w

Waste Management

With our international presence, our capabilities
to streamline work processes with clearly defined
responsibilities will contribute to greater efficiency and
bottom line by facilitating environmental initiatives and
improvements.

Our scheduled wastes such as used lubricating oil, and contaminated containers and rags are stored, treated, and then
delivered to licensed waste management companies. The scheduled wastes are packaged, labelled and then transported in
accordance with the prescribed local guidelines and regulations.
We continue to emphasis emphasis the 3R concept of “reduce, reuse and recycle” to minimize waste generation. We
encourage our employees to reduce paper consumption, reuse paper and stationery, and initiate waste sorting and disposal
to promote recycling.
* Includes water consumption of other tenants in our cooperate Head Quarters building in Shah Alam.
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SUPPORTING CLEAN ENERGY
Investments in renewable power generation assets
We are aware that we are part of the value chain in
extracting, processing and using non-renewable fossil
fuels such as oil and gas. While the world today continues
to be heavily dependent on fossil fuels, we are committed
to pursue alternative renewable and clean energy. During
the year, we increased our investments in companies
which are involved in renewable and clean energy, bringing
our Group’s renewable energy portfolio to approximately 59
MW.

Serba Group's
Renewable Energy
portfolio

What

59 MW

is Hydrogen Zero Emission Mobility
and Education Programme?
Hydrogen Zero Emission Mobility and Education
Programme is an initiative by Ecubes Arcola to deliver
clean energy infrastructure based on hydrogen
technologies. Ecubes Arcola entered into a 25-year
agreement with the regional South Sumatran
government to deliver a rolling programme of hydrogen
power generation and transportation projects
throughout the province.

Hydrogen Zero Emission Mobility and Education Programme for Asian Games 2018

This initiative kick-started at the 2018 Asian Games
where Ecubes Arcola facilitated hands-on technology
workshops for 1,000 school children in South Sumatra
and Java, Indonesia where students work to create the
most energy efﬁcient vehicle using custom-designed
Lego kits and miniature hydrogen fuel cells. Visitors at
the Jakabaring Sports City are also entertained with
access displays and workshops about hydrogen fuel
cells. Ecubes Arcola also provided several hydrogen
fuel-based cars to transport people around the
Jakabaring Sports City during the Games

How

is Serba Dinamik
involved in this programme?

Who
is Ecubes Arcola?

Our Group MD/CEO, Dato’ Dr. Ir. Mohd Abdul Karim (six from left) with the directors of Ecubes Arcola and Governor of South Sumatra Province Indonesia during the inauguration of the
Hydrogen Zero Emission Mobility and Education Programme in London on 10 August 2018
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Ecubes Arcola is cross-sectorial integrated
energy infrastructure provider that delivers
solutions for affordable low -carbon
distributed power generation and zero
emission mobility. It is a joint venture
company between Ecubes Technologies
and Arcola Energy.

Serba Dinamik sponsored the Hydrogen Zero Emission
Mobility and Education Programme during the 2018
Asian Games. The sponsorship facilitated resource
mobilization for education programmes across 26
schools in South Sumatra and Java, as well as
transporting the hydrogen fuel-based cars from London
to Palembang. Moving forward, we will continue to be
involved in this programme as we understand the need to
educate the next generation on clean energy
transportation system.
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SOCIAL RESPONSIBILITY TOWARDS OUR EMPLOYEES AND THE COMMUNITY
THE WORKPLACE
Developing our workforce
At Serba Group we aim to create a workplace where our
employees will thrive and perform to the best of their
abilities to deliver sustained high performance. They play
an important role in achieving our operational, strategic and
financial objectives. As such, we encourage our employees
to develop their competencies and qualifications to help
improve their job performance.
During the year 402 employees in Malaysia, or 32% of our
workforce in the country, attended various in-house and
external training pertaining to occupational health and
safety, technical and other non-technical subjects. They
included engineers, technical and service personnel, as
well as quality control and HSE personnel.

Total training expenses

RM184,000
Average of RM460 per participant

402

EMPLOYEES IN MALAYSIA

Underwent training courses in 2018

The total expenses for training these employees was
approximately RM184,000, equivalent to an average of
RM460 per participant. This is part of our continuous effort
to develop our most valued resources – OUR PEOPLE.
							2016 		

2017		

2018

Occupational health and safety training
Number of participants					125 		162 		 145
Expenditure1 						31% 		29% 		 35%
Technical training
68 		
144 		
158
Number of participants 					
Expenditure1						27%		32%		 39%
Other non-technical training
Number of participants 					
113		
101		
99
Expenditure1						42%		39%		 26%
TOTAL
Number of participants					306		407		 402
Training Expenditure in Malaysia (RM’000)			
207		
180		
184
1

Percentage is calculated based on expenditure of the respective training programmes over total training expenditure in Malaysia.
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SOCIAL

Gender Equal Opportunity

Age group of employees in Malaysia

Gender Composition - Board of Directors

We support gender equal opportunity in our workplace by providing equal employment, career development and advancement
opportunities, and pay packages without discrimination. We also seek to increase our Group’s total female composition.
However, the engineering field is a male dominated industry. As our total employee numbers grow, we make efforts to at least
maintain our total female composition which stands at 18% to 19% over the past three years.
We recognise that more work needs to be done to create gender equal opportunities in our operations, and we are stepping
up our actions to improve the imbalance by increasing the employment of women across all areas of our organisation. To
this end, we have introduced some internal initiatives to attract and retain talented women employees, including developing
and accelerating the career of female employees who demonstrate leadership skills in their areas of operation. In addition,
we recognise that one of the ways of achieving an equal balance of men and women in our Group is to build the pipeline
of potential female employees. Part of our initiatives for 2019 is to give seminars and talks targeted at female engineering
students in tertiary educational institutions as well as vocational students with the intention of attracting them to join our
Group.

FYE 2014

FYE 2014
Male

3 (100%)

Female

< 30 years old

91

41 - 50 Years old

60

> 50 Years old

22

FYE 2015
Male

3 (100%)

FYE 2015

Female

FYE 2016
Male

6 (86%)

Female

1 (14%)

< 30 years old

257

30 - 40 Years old

126

41 - 50 Years old

83

> 50 Years old

35

The following charts summarises the composition of our workforce over the past five years.
Gender Composition in Foreign Operations

Male

21 (10%)

Male

30 (10%)

FYE 2015
Male

395 (79%)

Female

106 (21%)

33 (13%)

FYE 2017
Male

Female

1 (14%)

154

41 - 50 Years old

101

> 50 Years old

Male

6 (86%)

Female

1 (14%)

FYE 2017
< 30 years old

329

30 - 40 Years old

199

41 - 50 Years old

121

Male

478 (80%)

Female

122 (20%)

31 (12%)

FYE 2018
Male

200 (89%)

Female

64

FYE 2016

FYE 2018

226 (88%)

Female

49

> 50 Years old

206 (87%)

Female

6 (86%)

296

68 (18%)

FYE 2016
Male

Male

< 30 years old
30 - 40 Years old

FYE 2018
257 (90%)

Female

316 (82%)

Female

FYE 2015
Male

FYE 2017

FYE 2014
180 (90%)

Female

FYE 2016

Gender Composition in Malaysia

FYE 2014

211

30 - 40 Years old

FYE 2017
Male

562 (79%)

Female

151 (21%)

< 30 years old

437

30 - 40 Years old

326

41 - 50 Years old

161

> 50 Years old

93

25 (11%)

FYE 2018
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Male

820 (81%)

Female

197 (19%)
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