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“ To sharpen our competitive edge  

for sustainable growth of our business 

and to serve our customers better, 

we continued to build on our core 

competencies and capabilities, 

investing in research and people 

development as well as maintaining 

emphasis on raising health, safety  

and environment standards. ”   

Corporate 
Stewardship

Mr Wong Weng Sun
President & CEO

Mr Goh Geok Ling
Chairman
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Letter to Shareholders

Financial Performance
In 2010, our net profit grew by 23 per cent to a new high of $860 million. 
Excluding the one-off credit of $53 million arising from the settlement of the 
disputed foreign exchange transactions with Societe Generale in the third 
quarter of 2010, the Group’s net profit increased by 13 per cent to $807 
million in 2010.  

Group turnover in 2010, at $4,555 million, marked a decline of 20 per cent 
from $5,725 million in 2009. This was attributed mainly to lower progressive 
revenue recognition for rig building, ship conversion & offshore projects as 
well as lower variation order settlement. 

Group operating profit increased 9 per cent to $943 million due to the 
resumption of margin recognition arising from the sale of the Gusto MSC CJ70 
harsh-environment jack-up rig as well as the execution of repeat rig orders for 
customers during the year.

At pre-tax level, Group profit increased 19 per cent to surpass the $1 billion 
mark for the first time, at $1,078 million from $908 million in 2009. The increase 
was attributed to the higher profit margin and the receipt of settlement of the
disputed foreign exchange transactions with Societe Generale during the year.

The Group’s earnings per share rose by 22 per cent to 41.55 cents. The return 
on equity was at 38.4 per cent, while economic value-added attained a high 
of $740 million.  

Foreign Exchange Transactions Settlement
During the year, subsidiary Jurong Shipyard reached an agreement, made 
strictly on a commercial basis, with Societe Generale for a full and final 
amicable settlement of the disputed foreign exchange transactions. This 
settlement was also the last and final amicable settlement with all banks 
involved.
Arising from the settlement, Societe Generale made a payment of  
US$40 million ($52.64 million) to Jurong Shipyard on the basis that there  
was no admission of liability by either party. This amount was credited to  
the consolidated income statement in 2010.

Non-controlling Interest
On 15 May 2010, Sembcorp Marine commenced proceedings in the High 
Court of Singapore against PPL Holdings and its wholly-owned subsidiary 
E-Interface Holdings to seek the transfer of the remaining 15 per cent share 
in PPL Shipyard. Pending the outcome of the Court’s decision, we have 
continued to consolidate the Group’s 85 per cent interest in PPL Shipyard  
and separately accounted for the 15 per cent as a “non-controlling interest”.

Sharing the exciting possibilities ahead for the 
Integrated New Yard.

Dear Shareholders
We are happy to have delivered another year of record profits in 2010. This was achieved 
amid challenging economic conditions and mixed recovery rates in the global markets. 
Our focus on executing and delivering our projects on time or ahead of schedule while 
raising operational efficiency through innovation, production process improvements and 
productivity enhancement initiatives has contributed to this record performance.
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Rewarding Shareholders
In view of the record performance in 2010, the Board 
of Directors is recommending a final ordinary one-tier 
tax-exempt cash dividend of 6 cents per share and a 
special one-tier tax-exempt cash dividend of 25 cents 
per share, to reward shareholders for their continued 
interest and unwavering support of the Group amid 
the challenging economic environment during the 
past year. The total final and special one-tier tax-
exempt cash dividend will be 31 cents per share for 
the financial year ended 31 December 2010.

Including the interim one-tier tax-exempt cash 
dividend of 5 cents per share paid on 31 August 
2010, the total dividend for 2010 will be 36 cents per 
share, an increase of 140 per cent as compared with 
15 cents per share paid for financial year 2009.

The proposed final and special cash dividend, if 
approved at the Annual General Meeting to be held 
on 20 April 2011, will be paid on 11 May 2011.

Review of Business Operations
2010 had been a busy year for the Group with a total 
of fourteen deliveries, comprising seven jack-up rigs, 
three semi-submersible rigs, three floating production 
storage offloading (FPSO) units and one offshore 
platform project. Operating profit margin increased 
from 15.1 per cent in 2009 to 20.7 per cent in 2010 
due mainly to operational efficiencies and project 
execution ahead of schedule.

Although the global economy was looking up, 
recovery remained uneven across different regions. 
Despite this, the Group was able to secure a total of 
$3.04 billion in new contract orders in 2010.  

Business Segment
The Group’s turnover for 2010 was $4,555 million. 
The rig building sector was the largest contributor, 
accounting for 67 per cent in total turnover, followed 
by ship conversion & offshore at 18 per cent, ship 
repair at 14 per cent and others at 1 per cent.  

Successful delivery of West Orion, the third turnkey F&G ExD semi-submersible by 
Jurong Shipyard for Seadrill.

West Elara, a Gusto MSC CJ70 harsh-environment jack-up rig under construction in 
Jurong Shipyard.
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Rig Building 
The rig building sector contributed $3,048 million 
to total turnover in 2010, as compared with $3,635 
million in 2009. The 16 per cent decline was due 
to lower contributions from jack-up rigs at $1,108 
million, as compared with $2,127 million in 2009.  
Contributions from semi-submersible rigs registered 
an increase from $1,508 million to $1,940 million in 
2010. Seven jack-up rigs were delivered in the year 
with only three units in work-in-progress stages, while 
three semi-submersible rigs were delivered in 2010 
with six units in work-in-progress stages.

The third quarter of 2010 saw the resumption of 
margin recognition for the sale of a Gusto MSC CJ70 
harsh-environment jack-up rig by Jurong Shipyard 
to a subsidiary of Seadrill. The rig was originally 

contracted for construction by Petroprod, which 
later went into liquidation in 2009. Jurong Shipyard 
had terminated the contract with Petroprod when no 
further payments were received.  

The last quarter of 2010 saw renewed interest in 
shallower waters and market demand for newer, safer 
and more efficient rigs. This had the effect of sparking 
off a strong pick-up in orders, with a total of eight 
high-specification jack-up rig orders worth a total of 
$2.0 billion, excluding a further ten units of options 
secured for these high-specification jack-up rigs.

Ship Conversion & Offshore
Turnover for the ship conversion & offshore sector, 
at $820 million, was 39 per cent lower as compared 
to the $1,343 million achieved in 2009. This was 

A harsh-environment North Sea Process Platform delivered by SMOE to Maersk Oil and Gas for its Halfdan Field.
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attributed mainly to timing issues as there was no 
major initial revenue recognition during the year 
although there were four successful project deliveries 
with five other projects still in various work-in-progress 
stages.  

Ship conversion & offshore projects secured during 
2010 and 2011 to-date stood at $1,229 million.
These included four FPSO conversion projects, one 
accommodation topside project secured in 2010 
and one dynamically positioned blue-water research 
vessel secured in 2011.

Ship Repair
The ship repair sector registered a decline of 9 per 
cent, at $646 million, as compared with $706 million 
in 2009. The decline was due to timing in recognition 
of some major ship repair contracts. A total of 282 
vessels were repaired within the year, with an average 
value per vessel of $2.29 million. Tankers accounted 
for 29 per cent of total repair, followed by drillship and 
FPSO upgrading at 24 per cent, passenger ships at 
9 per cent, LNG gas tankers at 9 per cent, bulkers 
at 7 per cent, containerships at 6 per cent and other 
vessels at 16 per cent. Alliance/FCC partners and 
regular customers, who continued to support the 
Group with a steady base-load, accounted for 85 per 
cent of our ship repair revenue in 2010.

Strengthening Core Competencies and 
Capabilities
To sharpen our competitive edge for sustainable  
growth of our business and to serve our customers 
better, we continued to build on our core competencies 
and capabilities, investing in research and people 
development as well as maintaining emphasis on 
raising health, safety and environment standards. 
We maintained our ability to execute our projects 
on time and ahead of schedule, building upon our 
solid track record. At the same time, we continued 
to offer our customers a full spectrum of product 
lines, encompassing shallow-water to deepwater 
drilling rigs, shallow-water production platforms and 
deepwater production units.

During the year, we launched our proprietary Pacific 
Class 400 jack-up design, an extension of our Pacific 
Class 375 design. This new rig design represented 
the latest generation of high-specification jack-up 
drilling rigs with greater capacities and capabilities 
than current conventional units. It was designed to 
operate in waters of 400 feet and drill to depths of 
30,000 feet with improved drilling efficiencies and off-
line pipe handling simultaneous operations support. 
It could also accommodate 150 persons, which 
compared favourably to the Pacific Class 375 design 
which could house 120 persons. To-date, four jack-up 

Letter to Shareholders

Dapeng Moon, a LNG carrier successfully repaired by Sembawang Shipyard.
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rigs were secured based on this Pacific Class 400 
design with options for an additional two units.

In yet another demonstration of partnership with our 
customers, we jointly developed the JU3000N jack-up 
design, suitable for operations in many challenging 
environments, including high-temperature areas such 
as the Middle East and the harsh North Sea region. 
The JU3000N was the brainchild of Jurong Shipyard 
and Noble, working in close partnership with designer 
Friede & Goldman to create an enlarged hull that 
would offer more operational benefits. These included 
ergonomic and efficient accommodation layout, 
increased deck space and strategic placement of 
equipment for safe and efficient operations. Two jack-
up rigs were secured based on this JU3000N design 
with options for an additional four units.

For the deepwater drilling market, the Group offered 
its clients alternative designs in addition to the eight 
units of Friede & Goldman Ex-D design deepwater 
semi-submersible rigs that Jurong Shipyard had 
successfully delivered to-date. As a testament of its 
versatility and flexibility in rig construction, the Group 
successfully built a total of four ultra-deepwater 
semi-submersible rigs based on the Moss Maritime 
ultra-deepwater design. Two units of these had 
been delivered. Working in close collaboration with 
a leading consultant, the Group also developed the 
exclusive Espadon Jurong drillship design to meet 
the industry’s most stringent operating requirements 
in deepwater drilling.

Upholding health, safety, security and the environment 
– a core value of the Group – remained a key 
priority with the heightening of safety standards to 
ensure a safe and healthy workplace for employees, 
contractors and stakeholders. Recognising that 
people are the DNA of the Group, we also continued 
to nurture their talents and capabilities to boost the 
Group’s competitiveness and business success.

In active corporate citizenry, Sembcorp Marine 
remained committed to giving back to the community 
by supporting a host of initiatives in education, 
community development, national unity, industry 
outreach and the arts as well as embracing eco-
friendly practices at the workplace to build a greener 
future.

Strategic Positioning for Sustainable Growth
In November 2009, Sembcorp Marine announced 
its plan to develop a modern and work-efficient 

Integrated New Yard facility to position the Group  
for long-term sustainable growth in its ship repair,  
ship conversion & offshore activities.

A ground-breaking ceremony for the first phase 
of the facility was held in June 2010. This phase 
would comprise four very large crude carrier 
(VLCC) drydocks with a total dock capacity of 
1,550,000 dwt and quays measuring 3,408 metres 
in length. Construction of the Integrated New Yard 
facility progressed on schedule, with two drydocks, 
measuring 350 metres by 66 metres and 410 
metres by 66 metres, related quays, workshops and 
dormitory on track for operations in the second half of 
2012. By the second half of 2013, the remaining two 
docks of 350 metres by 66 metres and 360 metres by 
89 metres, quays, workshops and offices would be 
fully operational.

In Brazil, we announced our plans to build a new 
shipyard in the Municipal of Aracruz, located in 
the state of Espirito Santo to cater directly to one 

Delivery of Tam Dao 02, a proprietary Pacific Class 375 design jack-up rig built by  
PPL Shipyard for Vietsovpetro.
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of the world’s fastest growing offshore oil and gas 
exploration and production markets. With our track 
record and operating experience in Brazil, we 
are confident that the new shipyard will be well-
positioned to meet the needs of the vibrant market for 
drilling rig construction, FPSO integration, topsides 
module fabrication, as well as ship and rig repairs. 
The shipyard, when fully operational, would also 
provide ample employment and training opportunities 
for the local workforce in Espirito Santo.

Outlook and Prospects
The Group has a net order book of $4.8 billion, with 
completion and deliveries stretching till the second 
quarter of 2013.

Although global recovery has improved in the past 
year, recent events in the Middle East, North Africa 
and Japan may create uncertainties in the world 
economy which may have impact on businesses.

For the oil and gas industry, the fundamentals 
remain intact with oil prices expected to sustain 
above US$80 per barrel. Exploration and production 
spending budgets continue to show positive 
development as oil companies report their intention 
to increase spending in exploration and production 
further in 2011.

Given the highly skewed ageing rig fleet and the 
bifurcation in the jack-up market with oil companies 
increasingly focused on new, safer and efficient rigs, 
demand for premium and high-specification rigs is 
expected to remain strong. The Group has since 
the fourth quarter of 2010 secured eight firm orders 
of jack-up rigs amounting to $2.0 billion with 
options for another ten units.

The Group is also 
mindful that 
since the 

oil spill in 2010, activities in the Gulf of Mexico have 
slowed pending finalisation of new deepwater drilling 
regulations. The recent issue of the first deepwater 
drilling permit in the United States’ portion of the 
Gulf could have the effect of spurring optimism of 
deepwater activity returning to the Gulf. Nevertheless, 
deepwater drilling activities for the rest of the world 
are expected to increase. This optimism is reflected 
in the number of newbuild orders, in particular for 
drillships, by drilling contractors since the last quarter 
of 2010. Sembcorp Marine, with its proven track 
record in deepwater rigs, will be well-positioned to 
capture new orders and meet the industry’s most 
stringent operating requirements. 

Although overall enquiries have improved, 
competition remains keen. 

The ship repair market continues to improve with 
continued demand for bigger docks. The Group 
has secured several long-term contracts from its 
customers, in particular in the niche segments for the 
repair, upgrading and life extension of LNG carriers 
and passenger and cruise vessels. These long-term 
customers will continue to provide a stable base-load 
for the Group’s ship repair sector. 

Board & Management
Mr Joseph Kwok Sin Kin, who was appointed a 
director of Sembcorp Marine since 30 June 2006, 
retired by rotation pursuant to Article 91 of the 

bifurcation in the jack-up market with oil companies 
increasingly focused on new, safer and efficient rigs, 
demand for premium and high-specification rigs is 
expected to remain strong. The Group has since 
the fourth quarter of 2010 secured eight firm orders 
of jack-up rigs amounting to $2.0 billion with 
options for another ten units.

The Group is also 
mindful that 

retired by rotation pursuant to Article 91 of the 

The Integrated New Yard facility will further position 
the Group for long-term sustainable growth.
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Company’s Article of Association. He had opted not 
to stand for re-election at the 47th Annual General 
Meeting held on 20 April 2010. The Board would like 
to thank him for his invaluable contributions during 
his tenure as director, Chairman of Nominating 
Committee and member of the Executive Resource 
and Compensation Committee.

The Board would also like to take the opportunity to 
welcome Mr Koh Chiap Khiong, who was appointed 
alternate director to Mrs Lim Joke Mui with effect from 
1 July 2010. Mr Koh is the Chief Financial Officer of 
Sembcorp Industries and has extensive experience 
in finance, tax, treasury management and audit in 
various industries.

On behalf of the Board, we would like to express our 
heartfelt gratitude to our valued customers, partners 
and business associates for their steadfast support 
and continued trust in us. We would like to thank the 
Board of Directors for their counsel and guidance 
as well as our dedicated team of management, 

employees, union and subcontractor partners for 
their hard work and commitment in contributing to 
the growth of the Group. We look forward to working 
together as a united and resilient team to further 
enhance our operational efficiencies and build a 
globally competitive Group for sustainable growth.

Finally, we would like to express our sincere 
appreciation to all our valued shareholders for your 
continued interest and unwavering confidence in us. 
We look forward to your relentless support and will 
continue to deliver on our commitment to grow more 
value for our shareholders.

Goh Geok Ling Wong Weng Sun
Chairman President & CEO

8 March 2011

Atwood Osprey, an ultra-deepwater semi-submersible built by Jurong Shipyard for Atwood Oceanics Pacific.




