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M A I N T A I N I N G  O U R  L E A D E R S H I P  P O S I T I O N

We unveiled a restructuring programme in November last year.  The rationale behind this

programme was to entrench SembCorp Marine as the leading marine-engineering group

in an increasingly competitive market. It would enable SembCorp Marine to save

$30 million annually and raise between $80 million and $100 million in gross proceeds

from the divestment of its non-core businesses.

Since the beginning of 2000, we have implemented this restructuring

programme which includes the full integration of all our yards namely:

Jurong Shipyard, Sembawang Shipyard, SML Shipyard, Karimun

Sembawang, Atlantis and Bohai Shipyard.

We began by merging duplicated functions previously undertaken at the individual

shipyards and putting them under one operating centre, that is, SembCorp Marine. These

functions include engineering and design, finance, IT, legal services and human resources.

Furthermore, we have centralised and outsourced our labour and capital intensive activities

such as equipment rental, utilities supply, steel fabrication and piping, machinery fitting,

and electronic, electrical and marine automation. They are now housed under three

subsidiaries: JPL Services, Jurong Integrated Services and Jurong Machinery & Automation.

Operating as profit centres, these companies will provide

competitively priced workshop services to shipyards within

the SembCorp Marine stable. They can also cater to shipyards

outside our Group and to other industries too.

With the removal of functional duplications and

outsourcing of workshop activities, we expect to

help save some $15 million at the pre-tax level in

2000 and $30 million annually from 2001 onwards.

F I N A N C I A L  P E R F O R M A N C E

n 1999, SembCorp Marine's profit after tax and minority interests grew 9.1 per cent

to $78.4 million. Our turnover saw a slight dip by 1.4 per cent to $921 million.

While our economic value-added remained negative at $1.1 million, a year-on-year

comparison showed an improvement by $6.3 million. Our earnings per share grew 8.7

per cent to 11.2 cents while our return on equity and net tangible assets per share stood

at 9.5 per cent and $1.20 respectively at year-end.

Our Board of Directors has recommended a final dividend of 20 per cent

and a special dividend of 55 per cent, making a total final dividend of 75

per cent. Adding the interim dividend of 45 per cent, the total gross dividend

payout for 1999 will be 120 per cent.  This represents a 20 per cent increase

over what shareholders received in 1998.

We are also pleased to announce that for the first time since our public

listing in 1987, our Board has proposed a one-for-one bonus share

issue for our shareholders. Both the dividend payout and the bonus

issue will be decided at SembCorp Marine's forthcoming annual and

extraordinary general meetings.

Shareholders
Letter to

I

Mr Wong Kok Siew
Chairman

2 - SembCorp Marine SembCorp Marine - 3



Divesting Non-Core Operations

The other part of our restructuring package involves the progressive divestment of our

non-core businesses such Jurong Technologies Industrial Corporation (JTIC), Jurong

Engineering (JEL) and JPL Industries. The sale of our stake in these companies could

raise gross proceeds of $80 million to $100 million for SembCorp Marine.

First off the mark is JTIC, an electronic contract manufacturer, which made its initial public

offering in March 2000. SembCorp Marine has, by way of placement, reduced its 60 per

cent stake in JTIC to 26 per cent following the company's listing on the mainboard of

the Singapore Exchange. We are now proceeding with our divestment of JEL and JPL

Industries.

Name Change

To reflect our new organisation structure, we changed the name of Jurong Shipyard to

SembCorp Marine on January 14, 2000. A new subsidiary called Jurong Shipyard Pte Ltd

has been incorporated to provide continuity in our branding and marketing. Jurong Shipyard,

together with the rest of the shipyards within the SembCorp Marine stable, now operate

as brands and are run by separate management teams.
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Stock Split

Upon our shareholders’ approval, we implemented a five-for-one stock split in

January 2000. The stock split, which helps improve the liquidity and tradeability

of SembCorp Marine's shares, have raised the number of shares issued from 139.5

million to 697.5 million. Our free float has also increased from 44 million shares to

220 million shares while the par value of our shares has changed from $0.50 to $0.10

per share.

B U S I N E S S  R E V I E W

SembCorp Marine experienced a slowdown in its ship repair activities in the last quarter

of 1999. During the year, we saw the completion of only one shipbuilding order against

seven in 1998. Both factors brought about a marginal decline in our turnover.

However, an increased contribution from our ship conversion and offshore upgrading

business, coupled with our cost control measures, have enabled us to achieve higher

profitability for the year.

Ship repair's contribution to our revenue declined from 54 per cent in 1998

to 47 per cent last year.  Similarly, revenue contribution from shipbuilding fell from

16  per cent to 2 per cent.  Revenue contribution from

ship conversion and offshore, however, increased from

18 per cent to 35 per cent while revenue from other

businesses including ship chartering and contributions

from our subsidiaries and associates grew from 12 per

cent to 16 per cent.

In 1999, 358 vessels with a gross tonnage of

16.09 million were repaired in our yards compared

to 371 vessels with a gross tonnage of 15.81 million

in the previous year. The average value per vessel

declined marginally from $1.22 million to $1.19 million.



Tankers accounted for 51 per cent of total repairs followed by passenger vessels at

15 per cent, bulk carriers at 9 per cent and container vessels at 7 per cent. LNG/LPG

carriers and cargo vessels each accounted for 4 per cent of the total repairs with barges,

dredgers and navy vessels making up the remaining 10 per cent.

In the area of shipbuilding, we saw the completion of M. T. Astoria, a 11,500 dwt

product/chemical tanker, which was delivered to her owner in August 1999.

Several major ship conversion and offshore projects were also completed in 1999.  They

included the conversions of three FPSOs (floating production storage offloading) and an

FSO (floating storage offloading) as well as the upgrading of two semi-submersibles.

Vessel Sales

Three bulk carriers previously purchased from Sembawang Corporation have been sold

recently.  One was disposed of in December 1999 while the other two bulk carriers were

sold early this year.  The total transacted price for the three vessels would translate into

a pre-tax profit of $7.5 million.

O U T L O O K  F O R  2 0 0 0

The market conditions for ship repair continue to be difficult in 2000 as

we expect intense competition to come from other low-cost yards in the

region. However, with our restructuring in place, coupled with the recent

freight rate hikes and the recovery of the Asian economies, we expect

the ship repair market to pick up in the second half of this year.

In the area of shipbuilding, we have secured contracts to build four units of 1020 TEU

container vessels with delivery of two units in December 2000 and the remaining two

units in March 2001. On the percentage of completion basis, expected sales from these

contracts are estimated at $70 million for the current year and $70 million for 2001.

Moving on, we will continue to strengthen our position in the niche building of specialised

vessels and we are confident of securing more new shipbuilding contracts.

For the ship conversion and offshore sector, we have outstanding contracts worth a total

of $140 million. These include:

• Petrobras-37 - an FPSO conversion that was recently delivered to its owner

in February;

• Petrobras-38 - a tanker converting to an FSO and is scheduled for delivery in July

this year;

• Petrobras-40 - involves the building up of a 13-column platform into a floating

production unit and is ready for delivery this July;

• Chevron Mariner - a tanker conversion recently completed in February;

• Berge Charlotte - a tanker converting to an FPSO with delivery due in July this year;

• Ocean Epoch - an offshore project involving the upgrading of a semi-submersible

and is due for completion in August this year; and

• the conversion of a barge to a 70 MW power barge with delivery scheduled in

June 2000.

Overall, we expect the ship conversion and offshore market to be flat this year.   However,

market conditions may improve in the second half of the year as oil prices stabilise at a

fairly high level and the demand for offshore mobile structures rises.  And with the

growing number of enquiries we received from the oil majors, we are confident in winning

additional offshore contracts that will provide the base load for the second half of this

year and 2001.
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O U R  P R I O R I T I E S

Staying ahead of competition is our top priority.  We will fully implement our restructuring

and continue to focus on our niches in the areas of ship repair (particularly cruise ship

repair), specialized shipbuilding, and FPSO and offshore floater conversions.

That we are doing well in our home market and we are a recognised industry leader is

not enough.    To position ourselves in this Internet age, it is important for our shipyard

group to identify areas where we can add the e-dimension to enhance our business

processes and to create new business opportunities.

SembCorp Marine will work with our vendors and suppliers to leverage on the networked

economy so that purchasing and supply management can be made more efficient for

all parties and at the same time provide greater economies of scale.   For our customers,

greater connectivity will enhance the quality of service rendered to them in the form

of more timely and accurate information flow and response.

For longer-term growth, we are looking at acquiring controlling stakes in overseas yards

to complement and supplement our core activities.  We have earmarked US$20 million

to invest in a shipyard in Brazil and another US$40 million for a shipbuilding and repair

yard in China.  Both acquisitions are targeted for completion in 2001.

B O A R D  &  M A N A G E M E N T

Mr Lua Cheng Eng retired from the Board at the last Annual General Meeting held on

June 11, 1999.  He was a Board member and Jurong Shipyard's Chairman since January

1992.  We would like to thank Mr Lua for his immense contributions during his tenure

at the helm of the Board.  Mr Lua, however, continues to provide guidance and assistance

to SembCorp Marine as he is now  a corporate advisor to our Board and management.

In closing, we wish to thank our shareholders, customers and business associates for

the loyalty they have shown us.  We would also like to record the Board's appreciation

to our management, the union and our staff for their tremendous dedication and

contributions throughout the year.

WONG KOK SIEW TAN KWI KIN

Chairman President

March 2000
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