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Issuer: Sembcorp Marine Ltd 
  
Stock code: S51 
  
Meeting details:  
Date: 20 April 2022 
Time: 11.00 a.m. 
 
Due to the current COVID-19 pandemic, SIAS encourage shareholders to participate at 
AGMs via other means and not to attend any AGM physically. Where the AGM is webcast, 
they can stay on top of their investments by watching the webcast and submitting their 
question to the company in advance. Senior citizens should avoid attending AGMs 
altogether and stay home. 
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Q1. As shown on pages 4 & 5 of the annual report, the group’s 2021 highlights include a 
23% increase in revenue to $1.86 billion and a net order book of $1.3 billion. The group 
had also successfully delivered several key projects, including a newbuild floating 
production unit for Shell, newbuild floating production storage and offloading (FPSO) 
project for Equinor, etc.  
 
As noted in the chairman and CEO’s joint report, the group is working on 12 key projects 
due for completion and delivery from 2022 to 2025 and has just announced a contract for 
the construction of a wind turbine installation vessel (“WTIV”) based on an in-house design 
in collaboration with the customer on 23 March 2022.  
 
For the full year ended 31 December 2021, the group registered a net loss of $(1.17) 
billion, with provisions totalling $839 million. The provisions for costs to be incurred is 
made up of three key items, namely additional labour and other costs to complete existing 
projects amounting to $696 million; reinstatement costs for yards totalling $75 million, as 
well as asset impairment loss and project stock write-down of $68 million. 
 

(i) Can management elaborate further on the “additional labour and other 
costs” to complete existing projects that amounted to $696 million?  
 
a. In particular, please provide a breakdown of the additional labour costs 

and the anticipated manhours.  
 

b. With regard to the additional labour costs, what is the breakdown 
between additional COVID-related costs and costs that are not due to 
the pandemic? How much of the $696 million provision was due to 
operational requirements/management judgement which led to under-
estimation of the labour requirements? For reference, in FY2021, the 
group recognised total staff costs of $429.6 million (compared to the 
provision of $696 million). 
 

c. Please also provide a breakdown of the major components in “other 
costs”.  What is the total provision amount? 

 
d. Did the board, especially the independent directors, carry out a review 

of the significant provisions and determine if improvements are 
needed? 

 
e. While the group reported that it had successfully delivered to Equinor the 

engineering, procurement and construction of hull and living quarters for the 
Johan Castberg newbuild FPSO for completion in Norway, the project was 
reportedly delayed for more than a year. The Petroleum Safety Authority 
Norway (PSA) issued Equinor with an order following the identification of 
“serious breaches of the regulations”. It was reported that the PSA became 
aware of weld-quality errors in the Johan Castberg FPSO hull in the first half 
of 2020. The safety authority said that extensive repair work was required. 
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According to the PSA, fabrication was transferred from the Tuas Boulevard 
Yard to three other yards. In addition, welding expertise and quality control 
were inadequate. Several identified risks remained unresolved over a long 
period, and the seriousness of some increased during the project period. 
Accordingly, PSA increased the scope of inspecting hull welds to 100 per cent 
to ensure safety and quality. The PSA summary and the full investigation 
report can be viewed at the following URLs respectively:  
 
https://www.ptil.no/en/supervision/investigation-reports/2021/order-to-
equinor-following-investigation-of-the-johan-castberg-project/  
 
https://www.ptil.no/contentassets/90cba671f56443eea52a6e2a91704acc/i
nvestigation-report--johan-castberg-project.pdf 
 
Can management elaborate further on the challenges it faced in the 
FPSO project? What was the level of oversight provided by senior 
management and by the board, if any? Can management also explain in 
greater detail the reasons for PSA’ observations on the group’s 
expertise and quality control? What changes, if any, has the group 
implemented?  

 
(ii) With a net order book of $1.3 billion, there is little visibility of the group’s 

prospects although it is encouraging that 43% of the group’s net order book are 
for renewables and other cleaner and green solutions sectors (page 11).  

 
a. What is management’s strategy to secure firm orders with strong 

counterparties given the increase in oil prices in 2022? 
  

b. In addition, how is the group going to acquire new customers from 
renewables, other cleaner and green solutions segments?  

 
c. Are there opportunities to secure additional orders from the WTIV 

customer (as announced on 23 March 2022)? 
 
 
Q2. On 24 June 2021, the company announced that it had entered into a non-binding 
Memorandum of Understanding with Keppel Corporation Limited to explore the potential 
combination of Sembcorp Marine and Keppel Offshore & Marine (“Keppel O&M”). If 
completed, the potential combination would create an entity to increasingly seize emerging 
opportunities, particularly in the renewable and clean energy sectors.  
 
The company has stated that due diligence process is ongoing and that it is working 
towards a definitive agreement in the first half of 2022. Keppel Corporation has announced 
that it is working towards a definitive agreement by 30 April 2022. 
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(i) Can the board help shareholders understand who is leading the 
negotiation with Keppel? 
 

(ii) What is the level of involvement by the directors?  
 

(iii) What is causing the delay in the negotiation? 
 

(iv) Can management (re)state the expected synergies? Given that Keppel O&M 
will be exiting the rig business, how will the group leverage its relatively 
stronger position to make an opportunistic acquisition of Keppel O&M 
since Keppel is looking to restructure and dispose of Keppel O&M? 

 
(v) It was also reported that the company may pay Keppel a cash consideration of 

up to $500 million. Does the board and management consider it more 
prudent to minimise any cash component and structure any potential 
combination with the issuance of new shares (and not cash)?   

 
(vi) How does management ensure that it does not overpay for any potential 

combination as risks remain elevated despite the increase in oil prices?  
 
 
Q3. On 8 December 2021, the company announced the appointment of Mr Yap Chee Keong 
as an independent director of the board. Mr Yap Chee Keong has also been appointed 
deputy chairman of the board and a member of the board’s executive committee. 
 
The profiles of the directors, including Mr Yap Chee Keong, can be found on pages 38 to 42 
of the annual report. Additional information on directors seeking re-election or re-
appointment can be found on pages 202 to 209 of the annual report.  
 
In particular, it is noted that Mr Yap Chee Keong has been a director of Sembcorp 
Industries since 1 October 2016. The company demerged from Sembcorp Industries in 
September 2020.  
 

(i) Has the nominating committee (NC) reviewed the overall desired 
competency matrix of the board and identified any gaps in skills or 
competencies that could be addressed in future director appointments? 
 

(ii) What was the search and nomination process for directors, especially 
independent directors? How widely did the NC cast its net to identify 
potential director(s)?  
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(iii) In particular, can the board and the NC elaborate further on the selection 
criteria and the search and nomination process (as required in the SGX 
template; see below) that led to the appointment of Mr Yap Chee Keong? 

 

 
 

(iv) As Mr Yap Chee Keong is seeking his re-election at the AGM, can the 
director let shareholders know if he has any experience in the shipbuilding 
and oil & gas industry? How does Mr Yap expect to contribute to the board 
and to the group as the group is still faced with serious challenges in the 
industry? 
 

The company will be seeking shareholders’ approval at the forthcoming 2022 AGM for 
payment of directors’ fees of up to $2.25 million. Shareholders’ approval is being sought for 
a higher amount of directors’ fees for FY2022 mainly because of the inclusion of an all-in 
fee for the deputy chairman of the board who was appointed in December 2021. 

 
(v) What are the roles and responsibilities of the deputy chairman of the 

board? Can the NC help shareholders understand if there is a significant 
overlap in the roles and responsibilities of the chairman and that of the 
deputy chairman?  
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In addition, four other directors retire by rotation pursuant to article 94 of the company’s 
constitution and are seeking their re-appointment as directors.  They are Mr Wong Weng 
Sun (Resolution 2), Mrs Gina Lee-Wan (Resolution 3), Mr Patrick Daniel (Resolution 4) and 
Mr Tan Wah Yeow (Resolution 5).  
Mrs Gina Lee-Wan, Mr Patrick Daniel and Mr Tan Wah Yeow are deemed independent 
directors who were first appointed to the board on 20 April 2015, 20 April 2018 and 10 
December 2018 respectively.  
 
In June 2020, the board of directors of the company (which includes the three retiring IDs 
mentioned above), recommended a renounceable underwritten rights issue to raise gross 
proceeds of approximately $2.1 billion (the “2020 Rights Issue”).  The $0.6 billion net 
proceeds from the 2020 Rights Issue turned out to be insufficient for the group to ride 
through the ongoing industry downturn and continuing COVID-19 impacts. Just 12 months 
later, the group launched a "$1.5 billion Recapitalisation" exercise to strengthen the 
group's liquidity and balance sheet. 

 
(vi) Can the independent directors let shareholders know their individual 

contribution to the group since their appointment? How effective have 
they been?   
 

(vii) With the benefit of hindsight, can the NC and the directors seeking re-
election help shareholders understand if the non-executive directors on 
the board have the appropriate balance and mix of skills, knowledge, 
experience, especially in the shipbuilding and O&M sector to engage in 
effective and constructive debate with the executive directors? 

 
(viii) In particular, did the independent directors, collectively, have sufficient 

industry knowledge to value-add and to contribute to the board in 
operational matters, such as the Johan Castberg newbuild FPSO project?  

 
(ix) In addition, did the independent directors seeking their re-election review 

their roles and the board’s decision-making in the 2020 Rights Issue that 
turned out to be grossly insufficient just 12 months later? If so, what are 
the key findings?  

 
 
 
^On 1 October 2020, the Accounting and Corporate Regulatory Authority (“ACRA”), the 
Monetary Authority of Singapore (“MAS”) and Singapore Exchange Regulation (“SGX 
RegCo”) published an updated checklist to guide listed entities on the conduct of general 
meetings arising from the latest updates from the Multi-Ministry Taskforce.  
 

                                                        
^ Guidance on the Conduct of General Meetings Amid Evolving COVID-19 Situation 
(https://www.sgx.com/media-centre/20201001-guidance-conduct-general-meetings-amid-evolving-covid-
19-situation) 
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Issuers may continue to conduct their general meetings held on or before 30 June 2021 via 
electronic means, and are encouraged to do so. On 9 April 2021, it was announced that the 
alternate arrangements for meetings (“Meetings Order”) would be extend beyond 30 June 
2021 until it is revoked or amended by the Ministry of Law. Accordingly, until such time, 
issuers may continue to utilise the Checklist issued by ACRA, MAS and SGX RegCo to guide 
entities on the conduct of their general meetings. 
 
Issuers who, after due consideration of public health and other risks, wish to provide for 
physical attendance at their general meetings must ensure that they implement all relevant 
measures to comply with the safe management measures imposed by the Singapore 
Government. 
 
Shareholders are welcome to use and/or adapt the questions prepared by SIAS and 
to forward them to the company.  
 
 
Can’t attend the AGM or view the webcast? Check out the latest questions on the annual reports 
of listed companies on SIAS website  
 
Join our mailing list here to receive latest news and upcoming events.   
 

 
CONNECT WITH US 
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