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Despite the tough 

environment in 2015, the 

Group secured $3.17 billion 

in new orders, mainly for 

non-drilling solutions. 

This underlines our ongoing 

strategy of diversifying 

beyond rig-building.

“

“

We have laid the foundations for 

our future growth through our 

investments in hard and soft 

infrastructure, and are ready 

to capitalise on opportunities 

when the market recovers.
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CHAIRMAN AND CEO'S STATEMENT

DEAR 
SHAREHOLDERS,

GROUP REVENUE

billion

The year 2015 was a difficult and 
challenging year for the Group. The 
continued decline in oil prices in 2015 
resulted in significant reduction of 
capital expenditure (capex) by the 
oil companies. Economic slowdown 
and political uncertainties added 
to the volatility of oil prices. The 
resulting contagion effect on the entire 
exploration and production value chain 
has been swift and severe. Offshore & 
Marine engineering companies around 
the world were faced with challenges 
of replenishing their order books and 
deferment or cancellation of their 
existing orders.  Sembcorp Marine’s 
performance had also been impacted.

Despite the tough environment in 
2015, the Group secured $3.17 billion 
in new orders, mainly for non-drilling 
solutions. This underlines our ongoing 
strategy of diversifying beyond rig-
building.

FINANCIAL PERFORMANCE

The Group’s overall financial 
performance remains reasonably 
robust despite the challenging business 
environment. 

Group revenue was $4.97 billion for 
the year ended 31 December 2015, 
compared with $5.83 billion in FY2014. 
Revenue for Rigs & Floaters was $3.32 
billion for the year, a 21% decline from 

$4.21 billion in FY2014. Revenue for 
Repairs and Upgrades declined 10% to 
$557 million from $622 million despite 
an increase in the number of ships 
repaired, due to lower average revenue 
per vessel. Offshore Platforms revenue, 
which increased by 10% from $925 
million to $1.02 billion, helped offset the 
decline in the other business segments.

Net Profit was $384 million for FY2015, 
compared with $560 million for FY2014. 
After Impairments, Provisions and 
Share of loss in associates & joint 
ventures and Non-operating items, 
the Group incurred a Net Loss of $290 
million for the year. 

Sete Brasil

In our last quarterly update, we 
highlighted that Brazil remained fraught 
with political and economic uncertainty. 
A crisis of confidence in the country 
has led to a worse-than-expected 
economic recession and sovereign credit 
downgrade.

Sembcorp Marine had secured seven 
drillship contracts in 2012 from Sete 
Brasil. These drillships are in various 
stages of completion. To date, we have 
been paid a total of approximately 
$2.70 billion, progressively for work 
done, before the payments stopped in 
November 2014. In light of the payment 
stoppage, during the course of 2015, we 
had taken measures to minimise our 
exposure by significantly slowing down 

construction; focusing on the four more 
advanced units mainly to preserve their 
value, with minimal work on the rest. 

In the meantime, we have been 
engaging Sete Brasil to explore 
solutions to progress the projects. Sete 
Brasil has also been trying to resolve 
its financing problems through various 
restructuring plans, but has yet to obtain 
consensus from all key stakeholders. 
The media had reported that Sete 
Brasil was considering filing for judicial 
reorganisation, the Brazilian equivalent 
of a Chapter 11 in the US. We continue to 
monitor the situation and are prepared 
to strategically respond to various 
potential outcomes. However, in light 
of such uncertainties, we have made a 
provision of $329 million for the Sete 
Brasil projects. This amount takes into 
consideration, in our view, the full extent 
of our exposure, including the amount 
of unpaid invoices and construction 
progress, and amounts to be paid to our 
suppliers and vendors. We believe that 
under the present circumstances, our 
provision is sufficient to address any 
potential adverse outcomes to the Sete 
Brasil contracts.

Delivery delays and possible 

cancellation of rigs

Several of our customers have requested 
for delivery deferments in view of delays 
in chartering out their rigs. Given the 
current depressed environment in 
the upstream sector, we have tried to 
accommodate their requests, while 
preserving our commercial interests.

As has been reported, one of our 
customers has failed to take delivery 
of its rig, and we have terminated 
the contract and taken legal action to 
recover the amount due to us.$4.97

NEW ORDERS SECURED

billion$3.17
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01.
Sembcorp Marine’s first high-specification harsh environment 
semi-submersible accommodation vessel, Safe Boreas, was 
delivered to Prosafe in January 2015

For the rest of our completed rigs with deferment requests, 
they have all been technically accepted by our customers 
and we have arrived at or are finalising mutually acceptable 
solutions with them. To date, there has been no cancellation 
of any rig orders. However, we have decided to conservatively 
make provisions of approximately $280 million, in case 
of prolonged deferment or possible cancellation of rigs. 
We believe such provisions are adequate under present 
circumstances.

Share of loss in associates and Non-operating items

Cosco Shipyard Group Co. Ltd in China (CSG) has made 
significant provisions in its FY2015 accounts. We have equity 
accounted for our share of such provisions, and taking into 
account our share of loss in other associates and non-
operating items, the net impact is a negative $192 million.

Dividends

The Group’s dividend payment has always been guided by 
earnings performance, and while we constantly strive to 
reward shareholders with a sustainable and consistent 
dividend, we are also mindful of the need to grow and position 
the company for long-term sustainable growth. 

For the year under review, despite the tough operating 
environment and the net loss, the Board is proposing a final 
ordinary one-tier tax-exempt cash dividend of two cents 
($0.02) per share. Including the interim tax-exempt cash 
dividend of four cents ($0.04), the Group will be paying a total 
dividend of six cents ($0.06) per share for the year under 
review.

The proposed final cash dividend, if approved at the Annual 
General Meeting to be held on 18 April 2016, will be paid on 
13 May 2016.

REVIEW OF BUSINESS OPERATIONS
Rigs & Floaters

Successful deliveries during the year

In January 2015, we delivered the Safe Boreas – the Group’s 
first high-specification harsh environment semi-submersible 
accommodation vessel – to Prosafe. Safe Boreas was built 
according to the GVA3000E design and is equipped with a DP3 
(dynamic positioning) system as well as 12-point mooring 
arrangement, with the capacity of accommodating 450 
persons in single man cabins.

In February 2015, the Hakuryu 12, a Pacific Class 400 
premium jack-up rig was delivered to BOT Lease Co. Ltd. 
Sembcorp Marine’s proprietary Pacific Class 400 design 
represents the latest generation of high-specification jack-
up rigs that are capable of operating in deeper waters of 400 
feet and drilling high pressure and high temperature wells to 
depths of 30,000 feet. 

01.

02.

02.
Hakuryu 12, a Sembcorp Marine Pacific Class 400 premium 
jack-up rig delivered to BOT Lease Co. Ltd. in February 2015
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This is the eleventh Pacific Class 400 jack-up rig that has been 
successfully delivered to our customers. To date, the Group 
has received contracts to build 18 Pacific Class 400 rigs.

In April 2015, the Group achieved another first with the 
delivery of the Q5000 semi-submersible well-intervention 
vessel to Helix Energy Solutions Group, a market leader 
in subsea well-intervention services. Featuring the latest 
technology, the rig is an efficient purpose-designed platform 
with capabilities to perform a wide variety of tasks, including 
conventional and extended top hold drilling, subsea 
construction, decommissioning well-intervention, coiled 
tubing operations and twin ROV deployment.

We are pleased to share that we have also delivered our first 
vessel for 2016 –  the Safe Zephyrus – to Prosafe at the end 
of January. According to Prosafe, the Safe Zephyrus is the 
world’s most advanced and versatile offshore accommodation 
unit.

New orders secured in FY2015 replenish order book

In July, Rigs & Floaters secured a contract valued at 
approximately US$1 billion to build the world's largest 
semi-submersible crane vessel for the Netherlands-based 
Heerema Offshore Services, a subsidiary of Heerema Marine 
contractors.

In November 2015, we also secured a contract to design 
and build a new harsh environment Floating Storage and 
Offloading (FSO) vessel for MODEC, to be deployed for the 
Culzean Field in the UK North Sea.

04.
Safe Zephyrus, the world’s most advanced and versatile offshore 
accommodation unit, was delivered to Prosafe in January 2016

03.
Sembcorp Marine delivered a semi-submersible well-intervention 
vessel, Q5000, to Helix Energy Solutions Group in April 2015

05.
Sembcorp Marine will build the world's largest semi-submersible 
crane vessel for Heerema Offshore Services
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06.
Sembcorp Marine’s Offshore Platforms won an EPC contract to build 
three topside modules for the Culzean field in the UK North Sea

Repairs & Upgrades

In the Repairs & Upgrades segment, the Group repaired and 
upgraded a total of 453 vessels in FY2015, compared with 439 
in FY2014. While the number of vessels repaired was higher, 
the average revenue per vessel was lower due to increased 
competition.

The Group also achieved the highest number in the global 
LNG repairs and upgrades market for the fourth consecutive 
year, with 34 vessels repaired and upgraded at our yards in 
2015.

Offshore Platforms

Offshore Platforms have had a busy year working on five key 
projects. They include LNG Process modules assembly for the 
Wheatstone LNG Project in Australia, and the Engineering, 
Procurement and Construction (EPC) of the Process, Drilling 
and Quarters Platform Topsides for the harsh environment 
Ivar Aasen field development project in the North Sea. The 
Ivar Aasen project is on schedule for completion in 2016.

In September 2015, despite tough international competition, 
we secured an EPC contract from Maersk Oil North Sea 
UK Limited to build three topside modules for the Culzean 
Field Development in the UK North Sea. Valued at over US$1 
billion, the project scope includes a Central Processing 
Facility plus two connecting bridges, a Wellhead Platform, as 
well as a Utilities & Living Quarters Platform.

ENSURING CORPORATE SUSTAINABILITY DESPITE STRONG 

HEADWINDS

Cash flow and liquidity management

Together with the $3.17 billion of new orders secured in 2015, 
Sembcorp Marine's net order book as at 31 December 2015 
stands at $10.37 billion, with deliveries to 2020. The majority 
of our order book is based on progress payment terms, with 
only about $2 billion of the order book for drilling rigs that are 
on back-ended payment terms. The average upfront payment 
for these rig contracts is close to 30%. The above order book 
profile should minimise the need for fresh working capital to 
fulfil such orders in the next years.

In 2015, the Group generated $536 million of Operating Cash 
Flow (before working capital changes). We believe this trend 
of positive Operating Cash Flow generation will continue to 
help fund our operations and that the Group’s working capital 
needs have peaked.  

On capital expenditure (capex), a large part of our new yard 
capex for the Tuas Boulevard yard in Singapore and Estaleiro 
Jurong Aracruz (EJA) yard in Brazil has been incurred. Going 
forward, we will only proceed with yard capex required 
for executing our secured contracts, while deferring non-
essential capex.

The Group continues to adopt a disciplined approach to 
cash flow and liquidity management. Barring unforeseen 
developments, we believe we have sufficient debt headroom, 
and with existing facilities and continued support of our 
bankers and bondholders, we will be able to execute our 
secured orders.

Human resources

We have conducted a rigorous assessment of our labour 
requirements and have taken steps to reduce our headcount. 
Given the current $10.37 billion order book and reasonable 
demand for our other business segments, the Group has, for 
the time being, continued to maintain most of our loyal and 
experienced workforce to ensure a high standard of execution. 
We have taken measures to control our manpower cost base 
by reallocating excess headcount from yards focused on 
building rigs, to yards undertaking non-drilling solutions. We 
have also allowed natural attrition and termination of less 

06.
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07.
Espadon, Sembcorp Marine’s next-generation drillship design

08.
The GraviFloat GF-SRU comprises a near-shore and scalable 
receiving, storage and regasification terminal

efficient sub-contractors. In Brazil, our manning level is 
commensurate with our level of activities at the EJA yard, 
which is significantly lower than our planned headcount 
numbers.  

Our strategy is to retain our core skilled and efficient 
workforce; and we will continue to selectively recruit talent 
so as to achieve longer term workforce sustainability and be 
better positioned when the market recovers.  We constantly 
monitor our needs and will continue to optimise our resources 
and operations on a global basis.

Research and Development (R&D) and New Products

We continue to invest prudently in R&D to improve operational 
efficiency and develop new capabilities. Our Espadon compact 
drillship design and our Q-series well-intervention rig design 
have both won orders from international players. Our next-
generation drillship design, compliant for 20k BOP (blowout 
preventer) capabilities, has been accepted by international oil 
companies. 

CHAIRMAN AND CEO'S STATEMENT

As part of the Group’s diversification strategy, we have also 
been developing other product segments within the offshore 
oil and gas value chain. Through our investment in GraviFloat, 
a Norwegian technology company, we have acquired the 
technologies to design, deliver and operate re-deployable, 
gravity-based, modularised terminals for near-shore gas and 
power generation installations.
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09.
The SSP320 Base (FPSO, FSO, Control Buoy) designed by 
Sembmarine SSP

We have also acquired SSP Offshore, a Houston-based 
company (now renamed Sembmarine SSP), which specialises 
in the design, engineering and delivery of innovative floating 
production and drilling solutions for the oil and gas industry.

Through Sembmarine SSP’s proprietary suite of satellite 
services platform solutions, the Group is capable of offering 
next-generation innovative and cost-effective solutions for 
deepwater oil and gas drilling, production and storage, and 
logistic hub applications in harsh environments and extreme 
arctic conditions. 

Shipyard Developments

We recognise the need to deepen and broaden our yard 
capabilities to enable cost-effective execution in order to 
compete globally.  Our Tuas Boulevard Yard, an integrated 
facility, includes a highly automated steel fabrication facility, 
allowing us to undertake more complex projects in a more 
cost-effective manner and with shorter delivery times. 

As a major player in the Brazilian market, and recognising 
the local content requirements, the Group invested in a 
dedicated yard in Brazil. Our EJA yard, with its advanced 
production capabilities and high level of automation, will 
provide competitive advantage for us to serve not only the 
Brazilian market, but also the Latin American and West 
African markets.   

Our investment in the Tuas Boulevard and EJA yards were 
made during the up-cycle years, and both are now nearing 
full completion. When completed, these two yards will be able 
to meet our requirements for the next 50 years.

Transformation for Growth

Sembcorp Marine is continuing its ‘Transformation for 
Growth’ journey which started in 2013, in line with our 
sustainable growth strategy. Becoming ‘One Sembcorp 
Marine’ enables the Group to harness the combined scale and 
expertise of our global operations to become more flexible, 
innovative and responsive. This empowers the Group to rise to 
new challenges and undertake even larger and more complex 
projects.

10.
Tuas Boulevard Yard steel fabrication facility

11.
Estaleiro Jurong Aracruz (EJA), Sembcorp Marine's integrated 
yard in Brazil
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Sustainability and value creation

The Group’s sustainability strategy remains centred on 
value creation for our shareholders, employees, customers, 
contractors, suppliers, partners and other stakeholders. We 
strive to achieve this through good corporate governance, 
prudent financial management, upholding health and safety 
standards, limiting our environmental impact, utilising 
resources efficiently as well as engaging and caring for the 
communities we operate in.

Prepared in accordance with the Global Reporting Initiative 
(GRI) G4 core guidelines, this annual report encapsulates 
our sustainable approach in managing our business and 
operations. 

OUTLOOK 

We believe the current down-cycle is expected to be more 
protracted than previous cycles.  As a diversified Offshore & 
Marine engineering solutions provider, we are prepared to 
weather and ride out the storm. We have laid the foundations 
for our future growth through our investments in hard 
and soft infrastructure, and are ready to capitalise on 
opportunities when the market recovers.

The Group remains optimistic on the longer term prospects 
of its business and its facilities have been built to cater to 
the industry’s demand for the long term. As an integrated 
Sembcorp Marine, we will optimise our capabilities and 
capacities, as well as increase our efficiency and productivity 
to better serve our partners and customers.

APPRECIATION

On behalf of the Board, we would like to extend a warm 
welcome to Mrs Gina Lee-Wan and Mr Bob Tan Beng Hai, who 
were appointed as non-executive, independent directors of 
the Group in April 2015. 

We would also like to express our heartfelt appreciation to the 
Board of Directors for their stewardship and wise counsel as 
well as our dedicated management team, employees, union 
and sub-contractor partners for their tireless efforts, loyalty 
and contributions in the past year.

Finally, we would like to extend our sincere thanks to our 
valued shareholders for their continued support. Together 
with our strategic investments in new capabilities and 
facilities, we believe Sembcorp Marine will be able to ride out 
the current down-cycle and be strategically better positioned 
for the upturn, so as to continue to generate acceptable 
risk-adjusted sustainable returns for the Group and its 
shareholders.

Tan Sri Mohd Hassan Marican

Chairman

Wong Weng Sun

President & CEO

3 March 2016
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Aerial view of Sembcorp Marine’s flagship Tuas Boulevard Yard, as at March 2016.
Phase I development (73ha) of the yard started operations in August 2013, 
with Phase II development (35ha) to be completed in the first quarter of 2017.


