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Disclaimer 
NOTICE AND DISCLAIMER: The following notice and disclaimer applies to this document and you must read it carefully before reading or making any other use of this document or any information contained in this document. 

This presentation is for discussion and informational purposes only. The views expressed herein represent the opinions of Samuel Terry Asset Management and its affiliates (collectively, “Samuel Terry Asset Management”) as of the date hereof. Samuel 

Terry Asset Management reserves the right to change or modify any of its opinions expressed herein at any time and for any reason and expressly disclaims any obligation to correct, update or revise the information contained herein or to otherwise provide 

any additional materials. Samuel Terry Asset Management and its affiliates reserve the right to take any actions with respect to its investments in Karoon Energy Limited as it may deem appropriate.

All of the information contained herein is based on publicly available information with respect to Karoon Energy Limited (the “company”), including public filings made by the company and other sources, as well as Samuel Terry Asset Management’s analysis 

of such publicly available information. Samuel Terry Asset Management has relied upon and assumed, without independent verification, the accuracy and completeness of all data and information available from public sources, and no representation or 

warranty is made that any such data or information is accurate. Samuel Terry Asset Management recognises that there may be confidential or otherwise non-public information with respect to the company that could alter the opinions of Samuel Terry Asset 

Management were such information known. No representation, warranty or undertaking, express or implied, is given as to the reliability, accuracy, fairness or completeness of the information or opinions contained herein, and Samuel Terry Asset 

Management and each of its directors, officers, employees, representatives and agents expressly disclaim any liability which may arise from this presentation and any errors contained herein and/or omissions here from or from any use of the contents of this 

presentation. 

We believe that the publication of their opinions about the public companies we research is in the public interest. This presentation and its contents are not intended to be and do not constitute or contain any financial product advice as defined in the 

Australian Corporations Act 2001 (Cth).

Except for the historical information contained herein, the information and opinions included in this presentation constitute forward-looking statements, including estimates and projections prepared with respect to, among other things, the company’s 

anticipated operating performance, the value of the company’s securities, debt or any related financial instruments that are based upon or relate to the value of securities of the company (collectively, “company securities”), general economic and market 

conditions and other future events. You should be aware that all forward-looking statements, estimates and projections are inherently uncertain and subject to significant economic, competitive, and other uncertainties and contingencies and have been 

included solely for illustrative purposes. Actual results may differ materially from the information contained herein due to reasons that may or may not be foreseeable. There can be no assurance that the company securities will trade at the prices that may be 

implied herein, and there can be no assurance that any opinion or assumption herein is, or will be proven, correct. Any visual images contained in this Presentation are strictly indicative-conceptual only and subject to change. Any measurement noted is 

taken to be indicative and not to scale.

This presentation and any opinions expressed herein should in no way be viewed as advice on the merits of any investment decision with respect to the company, company securities or any transaction. This presentation is not (and may not be construed to 

be) legal, tax, investment, financial or other advice. Each recipient should consult their own legal counsel and tax and financial advisers as to legal and other matters concerning the information contained herein. This presentation does not purport to be all- 

inclusive or to contain all of the information that may be relevant to an evaluation of the company, company securities or the matters described herein. This presentation does not constitute (and may not be construed to be) a solicitation or offer Samuel Terry 

Asset Management or any of its directors, officers, employees, representatives or agents to buy or sell any company securities or securities of any other person in any jurisdiction. This presentation does not constitute financial promotion, investment advice 

or an inducement or encouragement to participate in any product, offering or investment or to enter into any agreement with the recipient. No agreement, commitment, understanding or other legal relationship exists or may be deemed to exist between or 

among Samuel Terry Asset Management and any other person by virtue of furnishing this presentation. No representation or warranty is made that Samuel Terry Asset Management’s investment processes or investment objectives will or are likely to be 

achieved or successful or that Samuel Terry Asset Management’s investments will make any profit or will not sustain losses. Past performance is not indicative of future results.

In no event will we be liable for any direct or indirect trading losses caused by any information available on this presentation. Think critically about our opinions and do your own research and analysis before making any investment decisions. We are not 

registered as an investment advisor in any jurisdiction. By downloading, reading or otherwise using this presentation, you agree to do your own research and due diligence before making any investment decision with respect to securities discussed herein, 

and by doing so, you represent to us that you have sufficient investment sophistication to critically assess the information, analysis and opinions in this presentation. You should seek the advice of a security professional regarding your stock transactions. The 

value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily a guide to future performance. Neither Samuel Terry Asset Management nor any of its 

principals or agents accept any liability for any  loss, cost, expenses or damage (including direct, indirect or consequential loss and damage, including without limitation, under contract, tort, statute or otherwise) arising under or in connection with the use of, 

reliance on, or negligence in relation to all or any of our presentations including for any lack of accuracy, completeness, currency or reliability of any statement, opinion or information contained in this presentation. Samuel Terry Asset Management has not 

sought or obtained consent from any third party to use any statements or information contained herein. Any such statements or information should not be viewed as indicating the support of such third party for the views expressed herein. All trademarks and 

trade names used herein are the exclusive property of their respective owners.

You agree, irrevocably and unconditionally, to submit to the laws of New South Wales in respect of any disputes, actions, suits or proceedings arising out of or relating to this presentation.
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Karoon – Remuneration structure and Board Renewal
Samuel Terry believes the following high-level problems are affecting Karoon’s current performance: 

1. We believe three long term incumbent 
      directors:
• Have shown systematic and pervasive lack of 

care for shareholder value over their tenure
• Have tolerated persistent conflicts of interest1, 

during the Hosking period2

• Have continued to tolerate conflicts of interest1

• Are over-tenured:
• Two may now be considered by some 

organisations to have ceased to be 
independent, due to their tenure

• By remaining on the board, stand in the way 
of board renewal and reaching the board’s 
diversity targets

1. See slide 10 “Conflict of interest during Davey, Turnbull and Rachid tenure” for further information regarding these confl icts of interest. 3

2. We believe Karoon’s Short Term Incentives 
are flawed:
• Lack a thoughtful framework
• Incentive weightings are illogical and not aligned 

with shareholder value creation
• Important performance hurdles lack accountability:

• Acquisitions are encouraged without requiring 
them to be value accretive

• Spending on Carbon Sequestration is 
encouraged without regard to the efficacy of 
those investments  



Baúna accounted for 100% of 

Karoon's cash generation, yet 

operating it only attracted 35% of 

the STI

Theoretically, if the US$300m 

Capex came in within budget, but 

did not produce any extra oil, the 

Key Management Personnel could 

still have received 94% of their STI

Neon is questionable commercially, 

would not produce until 2028 at the 

earliest and the drilling expense 

was 1/5th the size of the Baúna & 

Patola program, yet it attracted 75% 

as much STI1 weight

Acquiring a 2nd production asset 

attracted almost as much STI as 

Controlling Baúna Opex + 

Corporate costs + Baúna capex 

combined

Identifying and entering a carbon 

sequestration project attracted 

12.5% of the STI. 89% as much STI 

as coming in within the $300m+ 

Baúna & Patola capex target could 

have attracted

30% of STI is awarded for growth 

activity, while production affects only 

23.5% of STI

Majority of NPV was driven by 

current production, yet only 35% of 

STI was weighted to production and 

cost/capex control.

US$300m was spent on 

Baúna/Patola, but if the 

development failed to produce any 

additional oil, KMP could still have 

earned 94% of their STI.

12.5% of STI was awarded for 

Carbon reduction activity/projects, 

which may be unnecessary if oil 

production was allowed to follow its 

natural field decline.

“STI” refers to Short Term Incentives
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Poor performance: Samuel Terry believes incentives are illogical
Karoon Corporate Scorecard For the year ended June 30, 2023

Financial & Operational Objectives:

Current Operations STI % Weight
Oil Production 17.5%

Group Operating Expenses 5.0%

Other controllable corporate costs 7.5%

Baúna Capex 5.0%

Sub Total 35.0%

Baúna/Patola growth capex
Achieve Baúna & Patola development 

capex targets 14.0%

Baúna intervention production 3.0%

Patola production 3.0%

Sub Total 20.0%

Neon
Neon Drilling cost 10.0%

Neon resource increase 4.0%

Complete Neon evaluation study, 

analysis of well results and updated field 

development plan 1.0%

Sub Total 15.0%

Strategic Objectives:

Growth
Acquire a substantial second 

production asset
15.0%

ESG

Limit group-wide voluntary staff turnover 

to a level below FY22 (% of workforce)
2.5%

Identify additional carbon reduction 

project in operations
2.5%

Advance carbon sequestration project 

(enter at least 1 project)
10.0%

Sub Total 15.0%

23.5% STI 
weight to 
production

30% STI 
weight to 
growth

Footnote: 1. Neon attracted 15% STI weight vs Bauna and Patola attracting 20% STI weight (15/20 = 75%)
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TY’23 STI weight analysis

Source: TY’23 Annual Report (page 42)

Repairing the A&O relationship is 
important (now), but if management 
were properly incentivised to focus 
on production, would the relationship 
have deteriorated to such an extent in 
the first place? 

In our view, production is the single 
most important factor capable of 
driving shareholder value, yet only 
attracts 20% of STI weight.

Neon is currently not considered 
feasible without a greater resource or 
lower capex costs. It may never 
produce and would not produce until 
2028 at the earliest… 
… yet it is given half the STI weight of 
production?

No accountability (see next slide)

Samuel Terry believes STI weights are out of proportion with possible value creation for Karoon shareholders



Poor performance: Incentives without proper measurement
Capital spending performance hurdles do not require value accretion or efficacy to be demonstrated

Acquisitions rewarded without regard to value accretion:

• Even during the Hosking period,2 the then board considered that it was 

necessary to prove that an acquisition was value-accretive in order to 

award STI’s (see below from the Karoon 2019 annual report).

• Versus this (below from the Karoon TY23 Annual Report)

• Has the board’s focus on value accretion decreased since the 

Hosking era?

Carbon investments rewarded without regard to efficacy:

• The incentives below (taken from the TY23 Annual Report 

corporate scorecard), only appears to require “advancement”.

• .. And this (taken from the FY 2023 Annual Report “corporate 

scorecard”)

“7. Identify, screen and enter at least one carbon sequestration project in Brazil or elsewhere to: a) 

achieve carbon neutrality by offsetting our remaining current CO2e footprint; and b) to provide options 

to the Company for further CO2e mitigation.” 

 (Footnote from same page of Annual Report)

• 10% of total STI appears to be a heavy weight for merely 

‘advancing’ a carbon sequestration project in the TY23 period. 

• In the FY2023 period, management appear to be encouraged to 

“enter” (spend funds on) a carbon sequestration project without 

having to demonstrate that any carbon offsets have been created. 

• The hurdle for STIs to vest does not appear to align with the goal.

6
Footnotes:
2. Hosking period, defined as the years during which Robert Hosking was Managing Director of Karoon



Market reaction post the Who Dat acquisition
Karoon share price performance

Source: Bloomberg; Karoon ASX announcements

• Prior to 14th November 2023, the Karoon share price 
(blue, RHS) closely tracked the AUD Brent price (black, 
LHS).

• Post the AFR article on 15th Nov 2023 and subsequent 
announcement of the Who Dat acquisition and equity 
raising, Karoon’s performance has lagged the AUD 
Brent price. 

• In Sept and Oct 2023, when the AUD Brent price was 
last near current levels (as at 1 May 2024), the Karoon 
share price was significantly higher than current 
trading prices (as at 1 May 2024). 

• Who Dat production downgrade (-24% at the mid 
point) announced less than 4 months after completing 
the acquisition.

• Under the 2019 performance hurdles regarding 
acquisitions, would Who Dat have satisfied the STI 
hurdle?

A$/Bbl A$/Share
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Karoon price
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(17/11/2023)

Karoon share price 
underperforms the AUD 
Brent price

Who Dat production 
downgrade announced
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Karoon’s Historical Production Issues

3rd Quarter

2022

1st Quarter

2023

28 March

2023

9 May

2023

9 January

2024

15 January

2024

23 January

2024

Baúna intervention complete

Production improves from

13-14k bopd to ~24k bopd

Patola field begins production

Total Brazil production >40k bopd

(the “Flush”)

FPSO equipment failure results

in 6 week unplanned shutdown

Production resumes, peaking 

at c.40k bopd, natural field 

decline then resumes

FPSO equipment failure results 

in constrained production and 

failure of well SPS-88

Barrenjoey research highlights 

apparent production issue 

(seen in ANP data) at Baúna

Karoon releases production update and 

revised guidance:

→ Production guidance downgraded by 

800k-1MMbbl for CY 2024

→ Production from Brazil averaged 23,622 

bopd since resumption on 16th Jan, 

2024

→ Failed well (SPS-88) is expected to 

resume production in 4Q CY 2024, after 

an intervention to repair it

Production from Baúna FPSO

(Baúna-Patola) thousands of barrels per day

Source: Agência Nacional do Petróleo (ANP) website (accessed 1 May 2024)

23 January 2024 
Production issues at 

Baúna announced

Bauna production issues highlight why we consider incentives should always focus heavily on the basics of production

April 2024 
Further production 

issues
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Karoon Share Price

Karoon’s demonstrated poor performance in 
building shareholder value

Clark Davey joins 
Karoon board 

(1 October, 2010)

Peter Turnbull  joins 
Karoon board 
(6 June, 2014)

Luciana Bastos de Freitas Rachid  
joins Karoon board 
(26 August, 2016)

Director Date joined board Share Price at joining Share price 1/5/24 Change over tenure
Clark Davey 1-Oct-2010 7.36$                                1.88$                         -74%
Peter Turnbull 6-Jun-2014 3.00$                                1.88$                         -37%
Luciana Bastos de Freitas Rachid 26-Aug-2016 1.21$                                1.88$                         55%

$A
 p

er
 s
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re
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Source: Bloomberg and Karoon 2023 Annual Report



Conflicts of interest…
…during Mr Davey’s, Mr Turnbull’s and Ms Rachid’s tenure

Bob Hosking 
(Managing Director)

2003-2020

Scott Hosking, son of Bob 
(Chief Financial Officer) 

2006-2021

Tim Hosking, son of Bob
(CEO of Brazil)

2010-2021

Marina Sayao
(Wife of Tim Hosking)

Paid c.$182k in 2020 (e.g.)

Jose Coutinho Barbosa
(Non-executive director)

2011-2020

Held an interest in a 
consulting company which 
Karoon paid $343k in 2019

Ms Flavia Barbosa, daughter 
of Jose, (Karoon in-house 

legal counsel) was paid $253k 
in 2019

Tadeu Fraga
(Non-executive director)

2022-present

“Radix” of which Tadeu Fraga 
was a board member

Karoon paid US$132k

Ms Fraga
(“family member” of Tadeu)

Paid US$67k in 6 mths ended 
Dec 2023 (TY’23)

Clark Davey – appointed 1/10/2010
Peter Turnbull – appointed 6/6/2014
Luciana Rachid – appointed 26/8/2016

Samuel Terry believes that the pattern of employing, or sourcing services from, close family members of the management team is 

inconsistent with good corporate governance for an ASX listed entity and raises serious questions as to whether of conflicts of interest and 
principles of corporate accountability have been properly considered and managed by the Karoon board. 
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Karoon Annual General Meeting
23 May, 2024 at 10:00am AEST

11



12

Samuel Terry’s current voting intentions
23 May 2024 – Karoon Annual General Meeting



Proposed board composition and our intention to vote
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Name Role Gender Appointed Tenure Independence Skills Other directorships Our vote

Peter Botten Chair Male 1 Oct 2020 3 Yes Oil and gas AMI, CRD n/a

Julian 

Fowles

CEO 

and 

MD

Male 27 Nov 

2020

3 No (executive) Executive oil & gas - n/a

Clark Davey NED Male 1 Oct 2010 13 No (tenure) Tax, strategy, risk, 

natural resources

- n/a

Peter 

Turnbull

NED Male 6 Jun 2014 9 Yes Regulatory and 

public policy, 

governance

CXL AGAINST – ongoing governance 

concerns whilst considered a 

governance expert; Poor company 

performance; Chair of the RemCom – 

incentives misaligned

Luciana 

Rachid

NED Female 26 Aug 

2016

7 Yes Oil and gas - n/a

Carlos 

Fraga

NED Male 26 Aug 

2022

1 Yes Oil and gas - FOR

Melissa 

Holzberger

NED Female Apr 2024 0 Yes Legal, risk and 

compliance

PDN, ARG UNDECIDED

Joanne 

Palmer

NED Female Apr 2024 0 Yes Audit and 

assurance

PDN, SBM UNDECIDED

TOTAL 37.5% 75%



Intention to vote AGAINST Peter Turnbull 
• Mr Turnbull became a director of Karoon on 6 

June, 2014

• We believe Mr Turnbull permitted years of 
negative cashflow, resulting in poor share price 
performance.

• We consider that Mr Turnbull tolerated poor 
governance (conflicts of interest) during the 
period when the Hosking family ran Karoon:

• The conflicts did not cease and Mr Turnbull 
did not resign, he was therefore complicit.

• In our view, Mr Turnbull presided over the setting 
of illogical incentives for management in his role 
as the Chair of the People and Culture 
committee of the board.

• Therefore, we believe Mr Turnbull should be 
removed in order to make way for board 
members focused on improving governance, 
diversity, capital discipline and shareholder 
returns.

Source: Karoon Transition Year 2023 Annual Report
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Peter Turnbull bio



Case Study
Horizon Oil 
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Samuel Terry believes Karoon today is very similar to 

Horizon in 2021.



Horizon Oil Limited

Case Study

$250m Market Cap.

Horizon oil is an ASX listed oil producer with minority interests in producing 

assets located in New Zealand and China. 

The company produces over 1.2m barrels of oil per year at a break-even operating 

cost of about USD 20 per barrel. 

Samuel Terry owns 20% of the company, mostly bought in May 2021. 

At the time of our acquisition, Horizon had a poor track record of capital allocation 

and had never paid a dividend. Consequently, its shares consistently traded at very 

low valuations relative to its assets and cash flow. The company had a stated 

strategy of using its cash flow to grow oil reserves.

Nigel Burgess, a director of Samuel Terry, became a director of Horizon on 1st July 

2021. Soon after Nigel joined the Board, the company began returning capital to 

shareholders, streamlining management and reducing costs. Its strategy is now to:

→ Maximise Free Cash Flow and return as much cash as possible to 

shareholders. 

→ Only invest in new business opportunities if they will add to cash distributions 

per share.

Shareholders like that strategy, which is reflected in the share price doubling in the 

last three years to 18 cents, or more than tripling if you include dividends, which 

have totalled 11 cents per share.

Horizon is well placed to benefit from any mid-term strength in oil prices. It has no 

net debt and continues to generate cash.

Samuel

Terry cost
2021

distribution

2022

distribution

2023

distribution

8.3c

3.0c

3.0c

3.5c

16

Source: Bloomberg

Horizon continues to generate free cash flow

We believe Karoon today is very similar to Horizon 

in 2021.

1.5c

2024

distribution
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Horizon Oil Limited

Case Study

Source: Bloomberg. 

1. Equally Weighted Index comprised of Woodside, Santos, Beach Petroleum, Strike Energy and Cooper Energy. Index scaled to start at 100 on 1 July, 2021

$250m Market Cap.
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Horizon Oil vs index of ASX300 oil and gas stocks (equally weighted)
All share prices adjusted to include distributions (Total Returns)

A$/share

HZN

S&P/ASX300 

Oil & Gas Index1

Nigel Burgess, a director of 

Samuel Terry, became a director 

of Horizon on 1st July 2021. 

Samuel Terry bought into HZN at 8.3c / ~75 equivalent on index 
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