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$456.2 million in 2004 to $530.6 million in 2005,

marking a 16 per cent year-on-year growth. Average

value per vessel increased from $1.46 million in 2004

to $1.72 million in 2005. This improvement was

attributed to higher value repairs in particular, tanker

repairs, upgrading of floating production-storage-

offloading (FPSO) vessels and rig repairs and container

upgrading vessels and gas tankers.

SHIPBUILDING

The shipbuilding sector contributed $188.6 million, or

9 per cent, to total revenue in 2005. This was $107.5

million, or 133 per cent, more than the S$81.1 million

achieved in 2004. The increase was attributed to

progressive revenue recognition from four units of 2,600

TEU container vessels and two units of 4,950 dwt tankers

with deliveries from the first to the last quarters of 2006.

SHIP CONVERSION AND OFFSHORE

The ship conversion and offshore sector grew 44 per cent

and contributed $886.3 million, or 42 per cent of total

revenue in 2005. Projects completed include the FPSO

conversion for Modec Venture 11 and the Erha FPSO

topsides installation and commissioning for ExxonMobil.

Work-in-progress comprised the P-54 marine conversion,

topsides fabrication and the Heavy Lift Derrick Pipelay

barge.

RIG BUILDING

The rig building sector registered the highest increased

contribution, at 18 per cent of total revenue, or $381.3

million, in 2005.  This was $263.1 million, or 223 per

cent, higher than in 2004.  The improvement was due

to progressive recognition from three units of jack-up

rigs which achieved the 20 per cent threshold and one

unit of the lower hull of a semi-submersible rig for

Atlantia Offshore, due for completion in the second

quarter of 2006.

ASSOCIATES’ CONTRIBUTIONS

The Group’s 30 per cent investment in the enlarged

Cosco Shipyard Group in China took effect in January

2005.  Pre-tax contribution from the enlarged group,

comprising five shipyards, was $25.2 million as

compared with $7.0 million from one shipyard, the

Cosco Dalian Shipyard, the year before.

Strategy for Sustained Growth

To achieve sustained growth, the SembCorp Marine

Group will continue to leverage on its complementary

facilities between its global hubs in Singapore and China

and Brazil. In 2005, the Group acquired a 100 per cent

equity interest in Sabine Industries, Inc. and its

subsidiaries Sabine Offshore Services, Inc and Sabine

Shipyards, Inc and a 25 per cent equity interest in Sabine

Vessels, Inc for a total consideration of US$6.4 million.

This acquisition is in line with SembCorp Marine’s

strategy to establish a strategic hub to serve its

customers in the Gulf of Mexico region and to grow its

offshore business.

In its plan to grow its China hub, the Group will be injecting

a total of $45.4 million over a period of two years, from

2006 to 2007, into the Cosco Shipyard Group.  The

injection of capital will allow SembCorp Marine Group

to participate in the growing ship repair and ship

conversion market in China.  The amount will be funded

by dividend income and internally generated funds.

The Group will also seek to increase its market share

through ownership and continuous research and

development of proprietary designs for jack-up rigs and

container vessels. Since its launch of the Baker Marine

Pacific Class 375 deep drilling offshore jack-up rig

design it had so far secured 13 units of jack-up orders

to date, with an expectation of more orders in the

near future.
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During the year, the Group continued to foster strategic

alliance partnerships with customers that provided a

steady and growing baseload to the shipyards. Resulting

from these efforts, ASP Shipmanagement became an

alliance partner. Alliance partners accounted for 39 per

cent of the Group’s total ship repair revenue for 2005,

an increase of 10 per cent from the previous year.

Together with our regular customers, they contributed

86 per cent of total ship repair revenues for the year.

Locally, SembCorp Marine will be looking to maximise

its Singapore-based shipyard capacity to grow

and capture the rig market share. Sembawang Shipyard,

which was reorganised during the year to build rigs, will

be taking on its first rig-building project in early 2006.

Outlook for 2006

In 2005, the Group secured a record order book of $4.2

billion, excluding ship repair, with deliveries and

completions until 2009. The increase was 102 per cent

from the $2.1 billion worth of contracts secured for

2004. Total outstanding order book, excluding ship

repair, stood at $5.9 billion at the end of February 2006.

Based on the scheduled completion of these projects,

the SembCorp Marine Group expects overall

performance in 2006 to be stronger than 2005.

The market outlook for the offshore and marine industry

is expected to be strong in 2006, benefiting from

strength in global freight rates as well as high oil prices.

Despite a competitive environment, the outlook for ship

repair is expected to be resilient due to favourable

freight rates, while ship building demand is projected

to remain healthy in the niche market for feeder

container vessels and offshore supply vessels. Rig

building demand is also expected to provide robust

demand due to high worldwide rig utilisation rates,

unprecedented high charter rates as well as an ageing

rig fleet worldwide. Market fundamentals for FPSO and

Site for
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Site for
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floating storage-offloading (FSO) vessels are further

projected to remain strong driven mainly by high oil

prices and increased exploration and production

activities.

Board and Management

On behalf of the Board of Directors, we would like to

express our deepest appreciation to Mr Lua Cheng Eng,

who has vacated the office of Chairman and Director of

the company with effect from 14 February 2006. As

Chairman, Mr Lua’s selfless dedication, commitment,

vision and leadership at the helm has enabled SembCorp

Marine to achieve a year of outstanding growth.

Ms Low Sin Leng, a Board member since November

2002, stepped down on 21 April 2005. We would like to

thank her for her dedicated service and the contributions

to the Board.

The Board would also like to welcome Mr Tang Kin Fei

who was appointed on 1 May 2005. Mr Tang is the Group

President and CEO of SembCorp Industries.

Finally, on behalf of the Board, we would like to thank

all our valued clients and business associates for their

continuous support. Our appreciation also goes to our

employees whose hard work, dedication and loyalty

have contributed to our achievements in the past year.

We would also like to thank all our shareholders for

their continued interest and support for the SembCorp

Marine Group.

Goh Geok Ling Tan Kwi Kin

Chairman Group President & CEO

1 March 2006




