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“NOTWITHSTANDING THE DIFFICULT BUSINESS 
CONDITIONS, WHICH LED TO A LOWER OVERALL 
TURNOVER IN 2016, WE ARE PLEASED TO REPORT 
THAT THE GROUP RETURNED TO PROFITABILITY AND 
GENERATED SIGNIFICANTLY POSITIVE OPERATING 
CASH FLOW LAST YEAR.” 

“BOLSTERED BY OUR STRATEGIC INVESTMENTS IN NEW 
CAPABILITIES AND FACILITIES, WE BELIEVE SEMBCORP 
MARINE IS WELL-EQUIPPED TO RIDE OUT THE CURRENT 
DOWN CYCLE AND BE SOLIDLY POSITIONED FOR THE 
UPTURN. WE REMAIN COMMITTED TO GENERATING 
ACCEPTABLE RISK-ADJUSTED AND SUSTAINABLE RETURNS 
FOR THE GROUP AND ITS SHAREHOLDERS.”

Dear Shareholders, 

In 2016, the worldwide oil and 
gas industry faced the brunt of a 
worsening downturn that impacted 
all companies in our sector. 

Oil prices, heavily depressed by a 
persistent supply overhang, not only 
brought more cuts to upstream oil 
and gas capex but also forced down 
day rates and utilisation levels of 
existing rigs to current-cycle lows. 
Competition intensified as Sembcorp 
Marine and other players vied for 
significantly fewer and smaller orders, 
while lenders seeking to reduce their 
risk exposure made it even more 
challenging by withdrawing credit 
from the market. 

We were also confronted with 
political outcomes in the US and the 
UK that stirred further uncertainties 
into an already unsettled business 
environment amid a slowing global 
economy. But as the oil and gas 
market limped towards the end of 
2016, OPEC and major non-OPEC 
producers surprised the austere 
market with a late November 
announcement of their first 
agreement to cut production in eight 
years. This sent oil prices rebounding 
to above US$50 per barrel, from 
under US$30 in early 2016.

While it remains to be seen if current 
oil prices will improve further, we 
expect the demand for energy 
resources to grow. Coupled with 
the steady depletion of existing oil 

reserves, we are hopeful that oil 
prices in the medium to long term 
will eventually stabilise at a range 
that supports an industry-wide 
revival of offshore exploration and 
production projects. 

As a leading offshore and marine 
engineering company, the Sembcorp 
Marine Group has prospered through 
several industry cycles with a solid 
track record over five decades. We 
have demonstrated a strong resolve 
to regroup, refocus and reinvent 
ourselves through difficult times 
and to grow exponentially during 
market upturns. 
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Prudent and proactive decision-
making has helped us navigate the 
extremely challenging and volatile 
conditions of 2016. Although the 
short-term market is not likely to be 
easier, we believe Sembcorp Marine 
has both strength and spirit to 
press forth. 

The Group’s strategy remains focused 
on enhancing and optimising our 
talent pool; investing in new products 
and technological innovation to 
enable continuous growth; pursuing 
operational excellence in project 
execution; and careful management 
of our financial resources to ensure 
long-term business sustainability.

We will actively monitor the 
external developments and respond 
strategically to the challenges and 
opportunities ahead.

FINANCIAL PERFORMANCE

Notwithstanding the difficult 
business conditions, which led to a 
lower overall turnover in FY2016, 
we are pleased to report that the 
Group returned to profitability and 
generated significantly positive 
operating cash flow last year. 

Group revenue was $3.54 billion 
for the year ended 31 December 
2016, down 29% from $4.97 billion 
the year before. Turnover for Rigs 
& Floaters declined 43% to $1.89 
billion, compared with $3.32 billion 
in FY2015, which reflected the 
depressed conditions for rig building. 
Offshore Platforms revenue rose 10% 
year-on-year, from $1.02 billion to 
$1.12 billion, on higher recognition of 
projects; while revenue from Repairs 
& Upgrades fell 18%, from $557 
million to $460 million, with ship 
owners deferring major repairs and 
tougher competition pressing down 
the average turnover per vessel. 

Through prudent management and 
improved efficiencies, Group net 
profit in FY2016 improved 127% to 
$79 million, against $290 million net 
loss in FY2015. We also generated 
operating cash flow of $669 million 
last year to support our operations 
and investments. In FY2015, our 
operating cash flow was a negative 
$867 million.

In FY2016, Rigs & Floaters continued 
to account for the largest share 
of revenue at 53%. Offshore 
Platforms contributed 32%; Repairs 
& Upgrades 13%; and other activities 
the remaining 2%.

Dividend
The Group’s dividend payment is 
guided by its earnings performance. 
We seek to reward shareholders with 
a sustainable and consistent dividend, 
while taking into consideration 
the need to reinvest for long-term 
sustainable growth. 

For the year under review, the 
Sembcorp Marine Board has proposed 
a final ordinary one-tier tax-exempt 
cash dividend of 1.0 cent ($0.01) per 
share. Including the interim tax-
exempt cash dividend of 1.5 cents 

($0.015), the Group will be paying a 
total dividend of 2.5 cents ($0.025) 
per share for FY2016.

The proposed final cash dividend, if 
approved at the 54th Annual General 
Meeting on 18 April 2017, will be 
paid on 12 May 2017.

Sete Brasil drillships 
In 2012, Sembcorp Marine 
secured seven drillship contracts 
from Sete Brasil. The Group had 
provided regular updates on these 
projects during our quarterly 
result announcements in 2016. To 
summarise, we received some $2.70 
billion in progressive payments 
for the work performed on these 
projects, up until November 2014 
when Sete Brasil was unable to 
continue with the payments. We have 
since initiated arbitration proceedings 
against various Sete Brasil subsidiaries 
to safe-guard our interests under the 
Sete Brasil contracts. The proceedings 
are ongoing. 

With the payment stoppage, we have 
also ceased construction work on all 
the drillship units and focused instead 
on preserving the value of the works-
in-progress. 

On 29 April 2016, Sete Brasil filed for 
judicial restructuring and accordingly 
submitted its restructuring plan to 
the Brazilian court.

We continue to engage with 
Sete Brasil as necessary to better 
understand its restructuring plan. We 
are monitoring the situation actively 
and will be well prepared to respond 
to the developments, as appropriate. 

Meanwhile, we believe the $329 
million provisions the Group made in 
FY2015 for the Sete Brasil contracts 
remain adequate under the present 
circumstances. 
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Delivery delays and possible 
cancellation of rigs 
In FY2016, the Group deferred the 
delivery of several completed and 
technically accepted rigs to a few 
customers with difficulties chartering 
out their new-build rigs. We took care 
to protect our commercial interests 
in these deferment arrangements. To 
date, none of these rig orders have 
been cancelled. We also believe the 
$280 million provisions set aside in 
FY2015 for prolonged deferment 
or possible rig cancellation are still 
sufficient for the present.

Divestment of 30% stake in Cosco 
Shipyard Group
On 15 November 2016, the Group 
announced a sale and purchase 
agreement with China Ocean 
Shipping Group to divest our 
30% equity interest in Cosco 
Shipyard Group Co., Ltd (CSG), for 
an aggregate consideration of 
approximately $220.68 million. The 
30% CSG stake was acquired in 2004 
for strategic reasons and we received 
the necessary regulatory approvals 
for the divestment transaction in 
January 2017.

After deducting capital gains tax 
and realisation of foreign currency 
translation reserves, the net proceeds 
from this divestment yielded a 
gain of about $48.32 million, over 
the carrying value of the CSG 
investment in our books, which will 
be recognised in FY2017. We expect 
to receive the payment in the first 
quarter of 2017 and will use the 
realised proceeds to support business 
growth in other areas.

Cash flow and liquidity management
The Group is mindful of the need for 
financial discipline and prudence, 
and remains committed to actively 
managing its balance sheet and 
maintaining a healthy financial 
position. We focus on safe, timely and 
effective execution of our order book 

to ensure smooth progress of our 
projects so as to improve our  
cash flow. 

Sembcorp Marine’s vastly better 
operating cash flow of $669 million 
in FY2016 came from successfully 
delivering key projects and meeting 
the scheduled milestones of projects 
under execution. 

In 2016, the majority of our order 
book continued to be on progress 
payment terms. As such, besides 
lowering the overall credit risk 
profile, the need for fresh working 
capital to fulfil such orders has also 
decelerated, compared to previous 
years. We continue to focus on 
procuring new projects on progress 
payment terms. 

With a large part of our new yard 
investment programme already 
completed, capital expenditure in 
2016 was less than half of that for 
the previous year, and is likely to 
continue declining in the foreseeable 
years ahead. This would be positive to 
the Group’s cash flow management. 
Moreover, we will only proceed 
with yard capex required for the 
execution of secured contracts or 
which will realise cost savings, while 
non-essential capex will be deferred. 
The Group will also explore potential 
for cost savings by further optimising 
the rate of development of its Tuas 
Boulevard Yard. 

To enable the Group to take on a 
broader spread of projects across 
the oil, gas and energy value 
chain, we invested $227 million 
last year in technology companies 
and in acquiring full ownership of 
PPL Shipyard. These investments 
marginally increased our net gearing, 
from 1.03x in FY2015 to 1.13x as at 
31 December 2016. Excluding the said 
investments, our net gearing would 
have been similar to that at end 
December 2015.

The Group will take a disciplined 
approach to cash flow and liquidity 
management. With sufficient debt 
headroom, and with existing facilities 
and continued support of our bankers 
and bondholders, we will be able to 
execute our secured orders. 

REVIEW OF BUSINESS 
OPERATIONS

Reasonable order book despite 
weaker market
Against the dismal market conditions 
of 2016, the Group secured $320 
million in new orders. Comprising 
non-drilling projects, the new 
orders reflected our modest but 
encouraging success in pursuing 
opportunities out of the drilling and 
exploration segments, which continue 
to be challenging. 

As at 31 December 2016, our net 
order book backlog totals $7.84 
billion. Excluding the Sete Brasil 
drillships, the order backlog remains 
reasonable at $4.71 billion.

Maersk Highlander – a Friede & Goldman 
JU 2000E jack-up for harsh-environment 
operations in the UK North Sea Culzean field 
development
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Rigs & Floaters
Despite the tough operating 
environment, Sembcorp Marine Rigs 
& Floaters delivered the Maersk 
Highlander (formerly known as 
Hercules Highlander) jack-up drilling 
rig to Maersk Highlander UK Limited 
in May 2016.

Based on the Friede & Goldman JU 
2000E design and fully compliant 
with UK HSE standards, the Maersk 
Highlander is built for harsh-
environment operations and now 
deployed in the Culzean field 
development, located in the UK 
North Sea.

As a heavy-duty offshore drilling 
asset, the Maersk Highlander can 
operate in water depths of up to 
400 feet, with a maximum drilling 
depth of 30,000 feet. Its notable 
capabilities include a 2-million-pound 
drilling capacity, 6,000 barrels of mud 
capacity, 28,000-kip preload capacity 
for the legs, and a 150-person 
accommodation facility.

Construction of the jack-up rig 
started in September 2014 and was 
completed on schedule with an 
excellent safety record.

In July 2016, we announced the 
delivery of the Noble Lloyd Noble, 
the world’s largest jack-up drilling 
rig, to Noble Corporation. This is 
the seventh ultra-high specification 
harsh-environment jack-up rig we 
have successfully completed for  
the customer.

Built to the Gusto MSC CJ70 
design and Statoil’s ‘Category J’ 
specifications, the Noble Lloyd Noble 
has an operational air gap of 69 
metres and can perform in water 
depths of up to 492 feet. It boasts  
a maximum drilling depth of  
33,000 feet.

The Noble Lloyd Noble project 
achieved 8 million man-hours worked 
without reportable incidents on 
board the rig. It also scored a low 
accident frequency rate (AFR) of 0.10 
per million man-hours worked over a 
31-month construction period.

For deployment at Statoil’s Mariner field development in the North Sea, Noble Lloyd Noble 
is the first offshore structure of its kind to fully comply with both Norwegian and UK 
regulatory standards

Safe Zephyrus is the second accommodation semi-submersible unit 
Sembcorp Marine has built for Prosafe

Prof. John Evans Atta Mills, an FPSO conversion project completed by 
Sembcorp Marine and MODEC for Tullow Oil 
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Other deliveries from Rigs & 
Floaters included the FPSO (floating 
production, storage and offloading 
vessel) Professor John Evans Atta 
Mills to MODEC, for operation in 
Ghana’s Tweneboa-Enyenra-Ntomme 
(TEN) field development; Safe 
Zephyrus, the second accommodation 
semi-submersible unit to Prosafe, in 
the first quarter of 2016; and five 
Bumi Armada modules to Armada 
Madura EPC Ltd, completed in June.

Rigs & Floaters also made good 
progress in executing its existing 
order book. Strike steel for the 
Sleipnir, Heerema Offshore Services’ 
semi-submersible crane vessel (SSCV), 
commenced in March 2016, and 
followed by keel-laying in September. 
As the world’s largest SSCV, this dual-
fuel vessel is on track for delivery in 
the second quarter of 2019.

Rigs & Floaters commenced 
construction of Sembcorp Marine’s 
first new-build FSO (floating storage 
and offloading) vessel in July 2016. 
Built for MODEC, this vessel will be 
deployed at Maersk Oil’s Culzean 
field development when completed 
at the end of 2018.

We are also working towards the 
1Q 2017 delivery of the FPSO Pioneiro 
de Libra for Odebrecht Oil & Gas and 
Teekay Offshore. Converted from the 

Navion Norvegia shuttle tanker, this 
FPSO is equipped with the capacity  
to produce 50,000 barrels of oil 
and four million cubic metres of 
gas per day. It will be deployed at 
the Libra field development in the 
Santos Basin, some 230 kilometres 
off the coast of Rio de Janeiro, Brazil. 
The Pioneiro de Libra is Sembcorp 
Marine’s first full Engineering, 
Procurement and Construction (EPC) 
FPSO conversion vessel. 

Repairs & Upgrades
Sembcorp Marine Repairs & Upgrades 
serviced 469 vessels in FY2016, 
including nine cruise ships and 
18 LNG carriers. This compared with 
453 ships repaired and upgraded the 
year before.

Major repair and upgrading projects 
in 2016 included Blue Marlin for 
Dockwise Shipping BV; FSO Caspian 
Sea for Omni Offshore Terminals 
Singapore; and retrofit works on 
seven Maersk Line ships. 

We also signed Favoured Customer 
Contracts (FCC) with a number of 
customers, including Norden AS 
and MOL LNG UK. The FCCs make 
Sembcorp Marine the exclusive 
partner for all the repairs of Norden’s 
vessels in Singapore, as well as MOL’s 
fleet of LNG carriers.

Offshore Platforms
Sembcorp Marine Offshore Platforms 
delivered the Ivar Aasen Process, 
Drilling and Quarters (PDQ) 
platform topsides to Det norske 
oljeselskap ASA (now part of Aker 
BP ASA) in June 2016. Deployed at 

The NW Shearwater, one of 18 LNG carriers Sembcorp Marine serviced in 2016 

Sembcorp Marine delivered the Process, Drilling and Quarters (PDQ) platform topsides to Det 
norske oljeselskap ASA (now part of Aker BP ASA) for the Ivar Aasen field development in the 
North Sea 
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the Ivar Aasen field development 
in the Norwegian North Sea, the 
13,900-tonne integrated topsides, 
with a 70-person living quarters-cum-
helideck, are our biggest platform 
structures delivered to date. 

Valued in excess of $1 billion, this 
project was executed in Singapore 
and drew on expertise from 23 
countries, clocking more than 14 
million man-hours of work with 
negligible safety incidents.

Other Offshore Platforms deliveries in 
2016 included a substation platform 
to the Dudgeon offshore wind farm, 
for Siemens in August; and three 
process modules weighing a total 
of 8,000 tonnes for the Yamal LNG 
project in September.

In April 2016, Sembcorp Marine 
Offshore Platforms also commenced 
steel cutting for the Maersk Oil 
Culzean topsides. Valued at over US$1 
billion, Sembcorp Marine won this 
EPC contract from Maersk Oil North 
Sea UK Limited in September 2015. 
The project scope includes a central 
processing facility, two connecting 
bridges, a wellhead platform, a 
utilities and living quarters platform 
and a power generation module; 
all destined for the Culzean field 
development in the UK North Sea. 

TRANSFORMATION FOR 
GROWTH: THE JOURNEY 
CONTINUES

In line with Sembcorp Marine’s 
‘Transformation for Growth’, which 
began in 2013, we continue to 
consolidate, renew and refresh the 
Group’s strategic direction towards 
sustainable growth. All business units 
in the Group have been reorganised 
into ‘One Sembcorp Marine’ since 
July 2015, enabling us to harness the 
combined scale and expertise of our 
global operations to become more 
flexible, innovative and responsive. 
With our pooled resources, we are 
achieving the vital synergies to 
take on projects of any scale and 
complexity and in any location. 

Strategic acquisitions, consolidation 
and divestments
As the offshore oil, gas and energy 
industries continue to evolve, the 
Sembcorp Marine Group must keep 
its capacities, capabilities and business 
strategies abreast of the changes.

In 2016, we made several strategic 
acquisitions to better position 
Sembcorp Marine for the future. 
These included acquiring full 
ownership of PPL Shipyard by 
purchasing the remaining 15% stake 
in the yard. Over the years, PPL 

has helped propel the Group into 
a global player in the design and 
construction of jack-up and semi-
submersible rigs. Having full control 
of PPL Shipyard will enable us to fully 
align its business management and 
corporate strategies with the Group 
for sustainable returns.

A few years ago, we identified 
the market potential for offering 
innovative solutions to the gas 
value chain. This was validated by 
the 2016 signing of COP21 in Paris. 
Gas, as a cleaner fuel, is expected 
to be increasingly used for power 
generation and bunkering, amongst 
other applications.

Since 2014, the Group’s 12% equity 
investment in Gravifloat AS has 
enabled us to offer a suite of 
cost-effective, modularised and 
redeployable near-shore platform 
solutions for gas. These solutions 
include import and export terminal 
infrastructure for treatment, storage, 
liquefaction, re-gasification and 
offloading of LNG and LPG. In March 
2016, we purchased an additional 
44% equity in Gravifloat, giving 
Sembcorp Marine a 56% controlling 
interest in the company with the 
right to fully acquire Gravifloat on 
agreed terms in the future.

As a floating platform fully 
constructed at Sembcorp Marine 
yards, the Gravifloat system is 
well suited for near-shore LNG 
production. Each module is fixed to 
the seabed and can be joined with 
rigid and cryogenic connections. The 
Gravifloat modular system provides 
the flexibility to support efficient and 
low-hazard plant configuration.

In October 2016, Sembcorp Marine 
and Paris-based ENGIE signed a 
Memorandum of Understanding 
(MOU) to cooperate in the 
development and deployment of the 
Gravifloat technology for LNG-to-
Power near-shore terminals, focusing 

A Gravifloat LNG liquefaction plant and export terminal, with capacity to handle 2 to 3 million 
tonnes of LNG per year
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on small LNG power businesses 
with 10 MW to 300 MW capacities. 
We look forward to announcing 
future LNG projects through this 
collaboration. 

The Group also acquired 50% equity 
in Aragon AS, a process design 
and engineering group providing 
customised solutions for the FPSO 
market. This will enhance our ability 
to develop effective solutions for the 
production segment of the oil and 
gas sector.

Another important acquisition is LMG 
Marin AS, a Norway-based company 
now fully owned by Sembcorp 
Marine, with expertise in naval 
architectural design, engineering 
and technology development. LMG 
Marin brings to the Group a cache 
of design patents and has more than 
70 years of experience in designing 
drillships, offshore production and 
storage floaters, OSVs, LNG carriers, 
LNG-powered ships, car ferries and 
cruise ships.

Sembcorp Marine’s strategic 
investment in Gravifloat, Aragon 
and LMG Marin will broaden and 
deepen the Group’s proprietary 
design and engineering capabilities. 
These enhanced capabilities, in 
turn, support our ongoing strategy 

of diversifying into new product 
segments and providing innovative 
solutions across the offshore and 
marine value chain – both within and 
outside the oil and gas sector. 

Finally, and as mentioned earlier, 
we have divested our 30% stake in 
Cosco Shipyard Group because this 
investment is no longer strategic to 
Sembcorp Marine’s long-term growth.

Transforming expertise into new 
innovative solutions through R&D
In tandem with Sembcorp Marine’s 
expanding capabilities, we are 
increasing our Research and 
Development (R&D) efforts in order 
to synergise and transform our 
collective expertise into new and 
proven innovative solutions. 

The Group achieved several R&D 
milestones in 2016. Notably, the 
Semb-Eco LUV became the first 
IMO type-approved ballast water 
treatment system to be researched, 
developed, manufactured and 
factory-tested in Singapore. This 
environmentally-friendly system 
utilises ultra-violet technology for 
chemical-free treatment of ballast 
water and has the lowest power 
consumption among similar products 
in the market.

The US Coast Guard is currently 
verifying the Semb-Eco LUV system 
for use in US waters.

In September 2016, Sembcorp Marine 
subsidiary Sembmarine SSP completed 
tank-testing of the SSP12000 Driller’s 
wave basin, bringing this deepwater 
platform concept a critical step closer 
to commercialisation. Sembmarine 
SSP is now working alongside 
Sembcorp Marine Rigs & Floaters 
to complete the product’s detailed 
design. 

The opening of Sembcorp Marine 
Lab @ NTU in December 2016 capped 
our R&D highlights for the year. 
This marine research facility is an 
important collaboration with the 
Nanyang Technological University. 
It aims to develop eco-friendly 
technologies to help the offshore and 
marine industry meet increasingly 
stringent international fuel emission 
regulations. Sembcorp Marine Lab 
@ NTU is now studying engine 
retrofit alternatives that will enable 
ships to achieve lower emissions by 
consuming clean and renewable fuel, 
including biofuel and LNG. We are 
confident this research will bring to 
fruition cost-effective solutions for 
ships to fulfil the much stricter IMO 
fuel regulations applicable from 2020. 

The environmentally-friendly, energy-efficient Semb-Eco LUV is the first 
IMO type-approved ballast water treatment system in Singapore 

Sembcorp Marine President & CEO Wong Weng Sun (third from left) 
with Nanyang Technological University representatives at the official 
opening of the Sembcorp Marine Lab @ NTU in December 2016
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Tuas Boulevard Yard – a vital part of 
Sembcorp Marine’s value proposition 
The Phase II development of 
Sembcorp Marine Tuas Boulevard 
Yard was completed in January 2017, 
adding two new 150,000 dwt dry 
docks and a dedicated offshore dry-
docking facility to the existing four 
docks in the Phase I development. 

Along with an extensively automated 
steel structure fabrication facility – 
in operation since November 2015 
– Tuas Boulevard Yard strengthens 
the Group’s value proposition as a 
one-stop solutions provider offering 
optimal production efficiency, cost-
effective execution and shorter 
project delivery times.

Tuas Boulevard Yard was a decisive 
factor that helped us secure the 
Heerema SSCV and Maersk Culzean 
FSO projects in 2015, against intense 
international competition. These 
projects are now being executed on 
schedule at the yard. 

The Tuas Boulevard Yard investment 
was made during the up-cycle years, 
with most of the required capex 
already incurred. This facility is 
expected to meet our production 
needs for the next 50 years.

With the completion of the Tuas 
Boulevard Yard Phase II development 
and the additional operational 
efficiencies it will bring, we plan to 
return our Shipyard Road Yard and 
Tuas Road Yard to the Singapore 
Government in 2017.

Sustainability as the touchstone of 
survival and growth
The Group’s sustainability goals focus 
on value creation for our customers, 
employees, contractors, suppliers, 
partners and other key stakeholders. 
Our efforts are centred on good 
corporate governance, upholding 
of health and safety standards, 
reduction of environmental impact, 
efficient resource utilisation as well as 
community care and engagement.

Customer satisfaction is key
Sembcorp Marine’s strong delivery 
track record over the past 50 years 
has encouraged many satisfied 
customers to return to us for repair 
and upgrade work, new-build 
construction and other innovative 
turnkey solutions customised to their 
needs. Many of these customers have 
become our long-term partners. 

We will continue to strengthen our 
ability to deliver the best and most 
competitive products and services, by 
continuously enhancing our expertise, 
knowledge and capabilities.

Human Resource
In the current down cycle, the Group 
has been carefully optimising our 
headcount according to business 
activity levels. We have taken various 
measures to achieve manpower 
cost-savings, including adjusting the 
number of subcontractors in our 
yards according to work volumes 
and reallocating excess headcount 
from yards focused on new-build rigs 
to yards undertaking non-drilling 
solutions. We have also allowed 
natural attrition of employees. 

At our Estaleiro Jurong Aracruz (EJA) 
yard in Brazil, we have ensured that 
the manning level is commensurate 
with the yard’s level of activities, 
which is significantly lower than our 
planned headcount numbers. 

Our overall strategy is geared 
towards preserving long-term 
workforce sustainability. We seek 
to achieve this by maintaining 
and strengthening capabilities 
through training and selective talent 
recruitment, particularly in support of 
new business segments such as near-
shore gas infrastructural solutions. 

In 2016, the Group invested  
$6 million in training and 
development programmes. Our 
manpower strategy will allow 
Sembcorp Marine to continue 
improving; to develop and execute 
projects in a safe, efficient and 
effective manner; and to be  
well-positioned for the eventual 
market recovery.

Supporting the Community
Growing with the community has 
always been Sembcorp Marine’s 
credo. Although market conditions 
were far from favourable in 2016, 
we continued to fulfil our corporate 
social responsibility (CSR) with the 
awareness that the community 
needed our support, especially in 
difficult times. 

Sembcorp Marine Tuas Boulevard Yard Phase II development was completed in January 2017 
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In total, we contributed 3,000 hours 
of employee time and an estimate of 
$2.95 million towards CSR initiatives 
last year. 

The Green Wave Environmental 
Care Competition and School Book 
Assistance Grant (SchoolBAG) are 
two long-standing corporate events 
that showcase Sembcorp Marine’s 
firm commitment to environmental 
sustainability and education.

Held yearly since 2003, the year-long 
Green Wave competition in 2015 
attracted over 2,300 projects from 
850 primary, secondary and tertiary-
level students, culminating in an 
award presentation and exhibition 
of winning entries in February 
2016. Demonstrating increasing 
maturity in sustainability knowledge 
with each successive competition, 
the participating students tackled 
environmental challenges ranging 
from water conservation and waste 
management, to the protection 
of various ecosystems. We are 
heartened by the strong impact of 
Green Wave in raising environmental 
consciousness among the young. 

Since 2001, Sembcorp Marine has 
contributed a total of $3.8 million 
to needy students through the 
annual SchoolBAG event. In 2016 

alone, the Group gave out $235,000 
worth of bursaries to 1,154 students. 
We are constantly encouraged by 
the feedback received from school 
principals and teachers – that our 
contributions have made a big 
difference in helping young people 
focus on their studies, discover  
their passions and achieve their 
fullest potential. 
 
Sembcorp Marine’s global yards and 
offices have also kept up their CSR 
efforts in 2016.

Among its community initiatives, 
Sembmarine SLP in Lowestoft, 
UK, donated £11,500 to nine local 
charities last year.

EJA in Brazil organised a Christmas 
celebration for children and youths 
from the Recanto Feliz Shelter. In 
early 2016, EJA employees also 
launched a donation drive, collecting 
and distributing some 500 articles of 
clothing to the poor. 

Across diverse geographies and 
cultures, the caring and generous 
spirit of Sembcorp Marine  
employees unites the Group in  
doing good around the world.  
We are immensely proud of their 
efforts and contributions. 

Minister for National Development and Second Minister for Finance 
Lawrence Wong presented bursary awards to 1,154 students at the 
SchoolBAG event in November 2016 

EJA staff at the Recanto Feliz Shelter Christmas celebration in 
December 2016

Minister for the Environment and Water Resources Masagos Zulkifli bin Masagos Mohamad and 
Sembcorp Marine President & CEO Wong Weng Sun at the Green Wave Award Presentation 
Ceremony in February 2016 
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OUTLOOK & PROSPECTS

Although upstream capex is projected 
to trend slightly upwards in 2017, the 
oil and gas sector will likely remain 
challenging in the short to medium 
term. The offshore drilling segment, 
for one, will continue to be weighed 
down by low rig utilisation rates  
and new-build supply overhang in  
the market. 

In the longer term, we believe the 
growth prospects are positive for 
the offshore and marine industry, 
particularly in the non-drilling 
segment and the gas value chain.

A promising new business could 
develop from the new IMO Ballast 
Water Management Convention 
coming into effect on 8 September 
2017. This regulation bodes well for 
our Repairs & Upgrades business as 
it will generate a significant demand 
for the installation of ballast water 
treatment systems on vessels and 
other related services over the 
next few years. The Ballast Water 
Management Convention will also 
create a global opportunity for our 
proprietary Semb-Eco LUV ballast 
water treatment system. 

A rising global demand for gas as a 
clean fuel also augurs well for our 
broad-based LNG capabilities. 

To meet the industry’s present and 
future needs for cost-effective 
solutions, new yard facilities and 
capabilities are essential. In this 
regard, our flagship Tuas Boulevard 
Yard, with its automated steel 
fabrication facility, expansive dry 
docks and other integrated facilities, 
will enable us to take on a broader 
spectrum of offshore and marine 
projects. Our strategic acquisitions 
and R&D initiatives will also sharpen 
Sembcorp Marine’s innovative edge 
and unlock new opportunities  
for the Group. 

APPRECIATION

We thank the Board of Directors 
for their stewardship as well as our 
management team, employees, 
unions, government agency partners 
and subcontractor partners for their 
contributions and support last year.

We are especially grateful to Mr 
Tang Kin Fei, who will retire from 
his position as Sembcorp Industries 
Group President & CEO on 31 March 
2017 and from the Sembcorp Marine 
Board on 18 April 2017. Mr Tang 
joined our Board in 2005 and has 
helped steer the Sembcorp Marine 
Group through many past challenges. 
His wealth of experience and 
sharp business acumen have been 
invaluable to us. We wish him an 
enjoyable retirement ahead. 

Finally, we sincerely thank our  
valued shareholders for their 
continuous support, especially in  
the current downturn. 

As we move forward, the Sembcorp 
Marine Group will focus on timely 
and effective execution of our current 
order book, as well as efficient cost 
and working capital management. 
We are confident of the longer 
term fundamentals of the offshore 
and marine industry. Bolstered by 
our strategic investments in new 
capabilities and facilities, we believe 
Sembcorp Marine is well-equipped 
to ride out the current down cycle 
and be solidly positioned for the 
upturn. We remain committed to 
generating acceptable risk-adjusted 
and sustainable returns for the Group 
and its shareholders.

TAN SRI MOHD HASSAN 
MARICAN 
Chairman    

WONG WENG SUN
President & CEO

22 February 2017

CHAIRMAN AND CEO’S REPORT




