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Every crisis presents opportunities. Throughout the
year, ST Engineering has consistently won new
contracts, proving the resilience of our business model.

D ear Shareholders
As we write this review, the economic outlook

has brightened considerably from a year ago.
Globally, signs of recovery are showing and most
governments and businesses are cautiously optimistic
that the recovery is sustainable and economies are
slowly getting back on their feet.

Yet, for a good part of 2009, many countries were
reporting much lower or even negative growth, as

the global economic crisis that started in late 2008
continued into the year. Increases in job losses in
many countries forced most governments to introduce
measures to stimulate the economy. The outlook was
highly uncertain and challenging, and many businesses
faced a tough operating environment.

Against this backdrop, the ST Engineering Group

has weathered the storm well. We continue to show
strong operating performance and continue to deliver
good results. The Group registered 4% growth in its
turnover to $5.55b with commercial sales constituting
62% or $3.4b of the Group’s turnover. Profit before
tax increased slightly to $546.6m while profit after tax
and minority interests was lower by 6% at $443.9m.
Earnings per share was 14.78 cents and the Group’s
return on equity remained respectable at 28.3%.

Rewarding our shareholders

To reward our loyal shareholders, the Board of
Directors has recommended a final dividend of 10.28
cents per share, comprising an ordinary dividend

of 4.00 cents and a special dividend of 6.28 cents.
Together with the interim ordinary dividend of 3.00
cents per share paid in September 2009, the total
dividend payout for the year will be 13.28 cents per
share. This is subject to shareholders’ approval at our
AGM in April 2010.

Seizing opportunities

Every crisis presents opportunities. Throughout

the year, ST Engineering has consistently won new
contracts, proving the resilience of our business model.
At the end of 2009, our order book at $10.3b was
about twice our revenue, a robust level which provides
good revenue visibility.

While the order book size reflects our sales efforts, the
diversity of contracts we won reflects the breadth and
depth of our capabilities and our market reputation.
Significantly, many of these contracts were for
government-related projects, both local and overseas,
both defence and commercial, providing a stabilising
balance to our workload.

While all four sectors benefited from government or
government-related projects, many of these projects
were the result of our dual use technology approach
where defence technology is used in commercial
applications and vice versa. Key ones included the
Advanced Combat Man System for the Singapore
Armed Forces, Expressway Monitoring & Advisory
System for the Land Transport Authority, command
and control systems for the Singapore Civil Defence
Force and the Singapore Police Force, training
services to the Republic of Singapore Navy and
security-enhancement services for the Central Bank
of Oman. The Land Systems sector continued to

win overseas contracts for its 40mm ammunition,
and has started delivery on the UK MOD Warthog
contract announced in 2008. Our US subsidiary,

VT Miltope, won a US$500m contract to supply its
MSD-V3 system comprising laptops, test equipment
and instrument to the US Army. VT Miltope had been
supplying its MSD-V2 system to the US Army over five
years from 2004. This new contract affirms the quality
of our system in providing US Army soldiers in the
field with robust computing capabilities that work in
the toughest tactical environment. At the close of the
year, the Marine sector secured a contract to build an
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enhanced version of a T-AGS 60 Class oceanographic
survey ship for the US Navy. These contracts underscore
our commitment to research and development and

our ability to constantly create innovative products and
systems that meet customers’ evolving needs.

On the commercial front, the Aerospace sector
continued to win new customers and had particular
success with its Maintenance-By-the-Hour solution,
adding customers such as Cimber Sterling, Jeju Air,
Primera Air and Shanghai Airlines. For its ongoing
87-unit Passenger-To-Freighter conversion project

for FedEx, 13 units were redelivered in the year, on
schedule. The sector also secured a three-year contract,
with an option to extend for another two years, to
provide airframe maintenance services for a major US
airline and renewed its maintenance contract with US
Airways for another three years. These two contracts
and various other successes reinforce our position as a
preferred supplier of MRO services. The Marine sector
also won several contracts including two from OSG Ship
Management to outfit and commission two articulated
tug barge units.

During the year, we expanded our global presence and
achieved breakthroughs in new markets. The Electronics
sector secured a contract to install a Tower Simulator
for the Tanzania Civil Aviation Authority, its first project
in Tanzania. We also broadened our scope of services
under the Marine sector. It won a logistics management
contract from the Republic of Singapore Navy. The
Land System sector’s US specialty vehicle subsidiary,
VT Leeboy, made inroads into the US military market
when it won a contract to supply its bituminous paver
to the US Army. All these accomplishments resonate
with our strategy to gain new market access, build new
capabilities as well as cross leverage our defence and
commercial opportunities.

A time for reflection

While the worst of the storm may be over, it is important
to learn from the crisis, and review how well our
business model has served us, and how we can improve
further for the future.

The Group’s steady results did not come about by
chance. Over the years, we have built a well-diversified
global portfolio across four key sectors, with operations
in 24 countries and customers in over 80 countries,
spanning defence, non-defence government and
commercial work. Our diversification strategy ensures
resilience to cope with varying economic landscapes

as our business is not subject to the fortunes of any
single market. Our Aerospace sector for example, came

through the crisis better than most other MRO service
providers, precisely because of its diverse customer
base and a flexible business model that suits the specific
needs of each customer. With a comprehensive offering
and customers including legacy, regional and low

cost airlines as well as defence forces, the sector has
managed to maintain a comparable turnover despite the
turbulence in the aviation industry.

Our exposure to defence and other government projects
has always provided the Group with a stable baseload,
and such work again provided stability through the last
year. Having a global presence and a wide customer
base have also been critical, as it means that we are
better able to spread our risks and also act quickly on
various opportunities in each market.

We exercised prudent liquidity management, recognising
it is key to maintaining a strong financial position. During
the past year, we tightened our credit controls, and
worked hard to manage payments and credit terms.
During the year, we generated a healthy operating cash
flow of $932m.

Our established Enterprise Risk Management
Framework makes certain that we periodically review
our business risks and identify and manage new risks.
We had in place a Business Continuity Plan earlier in the
year to address the H1N1 scare, including drawing up
split teams and off-site operations in the event that the
health situation worsened.

Thinking ahead: ready for the upturn

Our diversification model has equipped us well to
prepare for the future. We continue to enhance our
capabilities, while constantly anticipating trends,
introducing new solutions and exploring new market
opportunities, so that we are able to maintain our
leading position.

In the Aerospace sector, we are increasing our airframe
maintenance capacity in our key markets. Our Pudong
hangar in Shanghai, which can accommodate the A380,
is expected to be ready in the first half of this year. We
expect to commission our fourth hangar at our Panama
facility this year and are adding a two-bay hangar at

our San Antonio facility. Furthermore, as an integrated
aerospace services provider, we continue to build up our
capabilities in engines and components MRO.

During the year, we signed a 20-year agreement to serve
as a GE-approved On-Wing support provider for the
GEnx-1B and -2B engines, and added capabilities such
as the CFM56-5B engine. Our new Xiamen engine MRO
facility is on track to commence operations this year.



The Electronics sector has progressively developed
new capabilities and new solutions leveraging dual

use technology in its applications as well as seeking
new markets in its growth strategy. In September, it
won contracts from China’s Changchun Rolling Stock
Company for projects in Saudi Arabia and China. This is
an important new step in terms of marketing efforts. By
working directly with the train makers whose trains are
sold internationally, we hope to capture a bigger slice

of the pie. We are also making progress in interactive
digital media, creating the Virtual World for the inaugural
Singapore 2010 Youth Olympic Games, a showcase of
our technology to a worldwide audience, as well as a
platform to grow in this fast moving industry. In addition,
the satellite communications (satcoms) business has
expanded its facilities through the rental of a building in
Paya Lebar to house the entire satcoms team.

Two new products were delivered to the Singapore Armed
Forces by the Land Systems sector: the Terrex 8x8 Infantry
Carrier Vehicle unveiled at the 2009 Army Open House,
and the Trailblazer Countermine Vehicle. The sector’s
commercial vehicles business has seen strong demand

in China, and it has strengthened its presence and
offerings there by acquiring Zhenjiang Huachen Huatong
Road Machinery Co., Ltd. and Zhenjiang Huatong Aran
Machinery Co., Ltd. To meet market needs for eco-friendly
vehicles, the sector launched Singapore’s first commercial
diesel-electric hybrid bus and the world’s first hybrid
hydraulic drive enhanced port prime mover.

In the Marine sector, we will be enhancing the facilities

at our US yards, including adding a fabrication shop to
support the construction of our previously announced

Fast Missile Craft project. In addition, the sector has made
advances in its environmental engineering business and
has secured initial success in the Middle East and China
markets. We expect the needs for innovative environmental
engineering solutions to grow globally as we progressively
grow this new thrust.

The recent financial crisis has taught us the importance

of financial prudence and liquidity. Thus, we have added
financial strength by establishing a US$1.2b multi-
currency Medium Term Note (MTN) programme. The MTN
programme provides us with additional funding options
and also ensures that we can raise funds quickly to
capitalise on opportunities in the future. Taking advantage
of favourable market conditions, we issued a US$500m
10-year bond under the programme.

Conclusion

The year ahead is still plagued with challenges and
uncertainties, as the global economic pick-up is expected
to happen at a subdued pace, and even then, many
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factors may derail the recovery. But we cannot afford to
wait and watch. We need to think and plan ahead, as we
have always done.

We are confident that we have a winning business model,
which we continually strengthen, that will see us through
any cycle or economic situation, and allow us to seize
opportunities in a timely way.

Appreciation

On behalf of the Group, we would like to express our
appreciation to our Board Directors for their wise counsel
and guidance. We thank Dr Philip Pillai, who resigned
from the Board at the end of September, to take up
appointment as Judicial Commissioner of the Supreme
Court of Singapore. Dr Pillai had been a Director since
April 2000 and we are deeply grateful for his invaluable
contributions during his tenure. We welcome Dr Stanley
Lai, who was appointed Independent Director in October.
He has been appointed a Member of the Nominating
Committee, Audit Committee and Executive Resource
and Compensation Committee. Effective 31 March this
year, LG Desmond Kuek Bak Chye and COL Chia Choon
Hoong will resign from the Board, we take this opportunity
to thank them for their guidance. We also look forward to
welcoming MG Neo Kian Hong as non-executive Director
and COL Ong Ann Kiat as his Alternate Director.

We wish to thank our staff for their loyalty and unwavering
commitment to the Group these past years, and for their
sacrifices made during the year. During the worst of the
financial crisis, the Group took a prudent approach and
implemented pay cuts for senior management and senior
executives, and pay freeze for all other staff.

We are grateful to our Board of Directors for volunteering
to accept a reduction in directors’ retainer fees for 2009,
in tandem with the senior executives’ pay cut.

Finally, we thank our shareholders, stakeholders and
business partners for their continued confidence in
the Group.

We remain focused on strengthening our foundation
to enable our Group to create and deliver long term
sustainable value for all our shareholders and stakeholders.

Peter SEAH Lim Huat
Chairman

TAN Pheng Hock
President & CEO

3 March 2010
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