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M1 Impairment

REPORT OBJECTIVE
This report aims to examine the rationale and structure of the transformative deal in February 2023 when Keppel spun out its Offshore and Marine (“O&M”) 
division and merged it with Sembcorp Marine, leading to the creation of Seatrium.  At the same time as the merger/KOM combination, Keppel also undertook 
an AssetCo Transfer (see Circular to Keppel Shareholders dated 23 November 2022).

This AssetCo transaction was selected because 
(1) The substantial size, at S$4.4bn, was equivalent to 14% of Keppel’s assets or 37% of its shareholder equity as of Dec 2022
(2) Highly complex transaction with extremely generous financing terms granted by Keppel, which received no cash for selling legacy rigs at its carrying cost
(3) In less than 1 year, Keppel wrote off the perpetual securities it received as part of the transaction to “other comprehensive  income”, but did not make any 

impairment for the vendor notes. 
(4) In less than 2 years, Keppel announced it would take back control of the legacy rigs and raise a private fund to own and seek  to monetize such assets.

ABOUT CORPORATE MONITOR LIMITED
Corporate Monitor Limited (CML) is an independent firm dedicated to producing objective, high-quality research. With a mission to foster stronger corporate 
performance and benefit the investment community, Corporate Monitor emphasizes thorough research and active engagement with companies.

Corporate Monitor does not provide investment advice nor does it engage in any stock trading.

Learn more about the Corporate Monitor and its Constitution at https://corporate-monitor.org/about/
The firm can be reached at contact@corporate-monitor.org
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Feb 2023: Keppel spins off O&M unit and combines it with Sembcorp Marine

Source: company disclosures, public news
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1

1. ~50% stake in Floatel which 
owns 5 floating hotels

2. Minority Stake in Dyna-Mac 
(floating facility designer & 
manufacturer)
Note: 24% stake in Dyna-Mac 
has since been sold for 
US$74mn to Hanwha Ocean 
and Aerospace in May’24(2)

Semi-Submersible Rigs CAN-DO Drill ShipJack-up Rigs

In-Scope Assets(1)2

# Legacy Rigs Value Original 
Buyer

Status

1 CAN-DO 
Vessel

Information 
unavailable

N/A
Information 
unavailable

2 Heidrun Vessel US$149mn Borr Drilling
Delivery in 
progress

3 Huldra Vessel US$149mn Borr Drilling
Delivery in 
progress

4 Nordic Spring 
Vessel

US$425mn(4) Awilco Terminated

5 Nordic Winter 
Vessel

US$425mn(4) Awilco Terminated

6 Sapura Raiqa 
Vessel

Information 
unavailable

Sapura 
Energy 
Berhad

Terminated

7 Tivar Vessel US$149mn Borr Drilling
Delivery in 
progress

8 TS Jasper 
Vessel

US$500mn(5) TS Offshore Terminated

9 Vale Vessel US$149mn Borr Drilling
Delivery in 
progress

10 Var Vessel US$149mn Borr Drilling
Delivery in 
progress
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In Feb’23, the merger of Keppel O&M and Sembcorp Marine was completed and Seatrium was created (see Appendix I for the background leading to this). The deal involved a share 
swap arrangement, allowing shareholders from both companies to become shareholders of the merged entity, Seatrium.  As part of the transaction, there was also a restructuring of 
Keppel O&M assets where  (1) “out-of-scope assets” were retained by Keppel Corporation and (2) “in-scope assets” which were excluded from the merger transaction were 
transferred to AssetCo. These “in-scope assets” were primarily legacy rigs and legacy receivables.

In the transaction, AssetCo was valued at S$4.4bn (see Appendix II for details of consideration). With this deal, Keppel had effectively reduced its stake in its legacy rigs to just 
10% via equity ownership in AssetCo, which would be responsible for monetising these assets.
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1. The AssetCo transaction, valued at S$4.4bn represented 14%   of Keppel’s 
assets in FY22. Given the size, have alternative buyers been considered? 

2. Why was ASM / TIH chosen to control 75% of AssetCo?
a. There is no clear indication that ASM / TIH has the experience to manage 

and dispose legacy rigs like those under AssetCo
b. CHF V, with only S$200mn AUM (see Appendix III) does not seem to have 

the financial resources for this S$4.4bn transaction

3. ASM / TIH / CHF V invested no more than S$3.75mn in AssetCo, based on the 
book value of AssetCo’s equity. It is much less than 1% of the transaction value 
and it is not clear whether it was a cash investment

4. Why did ASM accept Keppel’s carrying value for the rigs and other stranded 
assets without an independent valuation of its own? Independent valuation 
per Keppel’s FY23 Annual Report marks AssetCo’s Vendor Notes at S$3bn 
vs at the point of transaction (Feb’23) of S$4.3bn (see page 7)

5. Why did Keppel provide such favorable interest rate and terms to Asset Co? 
a. Keppel received No Cash at all
b. Perps and Vendor Notes give AssetCo the option of servicing dividend 

and interest using cash or payments in kind (i.e. additional Perps or 
Vendor Notes) or a combination of both

c. For the vendor notes, there is no amortization of the principal amount, 
which only needs to be repaid at the end of 12 years and can be 
extended by a further 3 years, for a total of 15 years

d. According to the IFA for the transaction in Nov’22, Keppel’s own cost of 
debt at the time was ~4% (see Appendix II). Shouldn’t Keppel negotiate 
for a higher interest rate given AssetCo’s 100% exposure to offshore 
and marine? 

Is AssetCo independent? Is the transaction commercial and arms-length?

Other KCL 
Shareholders

Kyanite SPVBaluran SPV

AssetCo

15.1%74.9%

~100%  

(via CHF V)
21% as of 31 

Mar’24

Corporation (SGX)

• 10% equity (S$500k)
• S$120mn 10% perps
• S$4,251mn 4% 12Y 

Vendor Notes

~100%

S$4.4bn Transaction for Keppel; 14% of total assets and 37% of equity

1

AssetCo’s post-transaction ownership structure(1) (as of Nov’22)

• AssetCo is ~75% owned by Baluran, a SPV managed by one of Argyle Street 
Management’s (ASM) funds, CHF V, a special situations fund based in Hong Kong

• TIH (listed SGX fund) is listed as a investment advisor to CHF V. TIH is also a 
limited partner (ie investor) in CHF V

• TIH is 23% owned by ASM as of Nov’24. TIH’s chairman, Kin Chan is also the 
founding partner and CIO of ASM

• Based on public info about TIH, the fund has no experience in oil and gas 
investments and has only S$145mn in assets as of Dec’23

• Please see Appendix III for more information on ASM, TIH and CHF V

1

4

2

2

79% as of 31 
Mar’24



Balance Sheet FY23
Assets
ST Assets S$mn 2,781.2
LT Assets S$mn 1,160.3
Total Assets S$mn 3,941.5

Liabilities & Equity
ST Liabilities S$mn 314.4
LT Liabilities S$mn 4,360.8
Total Liabilities S$mn 4,675.2

Retained Earnings S$mn (871.5)
SH Equity S$mn 137.8
Total Equity S$mn (733.8)

P&L FY23
Revenue S$mn 307.8
Opex S$mn (1,025.9)
EBIT S$mn (718.0)
EBIT Margin % (233.2%)

Net Interest Income / (Exp) S$mn (144.7)

PBT S$mn (862.7)
PBT Margin % (280.3%)

Tax S$mn 1.6
NPAT S$mn (861.1)
NPAT Margin % (279.7%)

Will Keppel recover the Vendor Notes? 

Unless there is imminent and substantial turnaround, will AssetCo be able to continue as a going concern without new capital injection?

What are the incentives and ability for CHF V to make good on the S$4.3bn Vendor Notes? It has invested at most S$3.75mn in AssetCo and 
has AUM of ~S$200mn. 

Is that why Keppel recently made a surprise decision to take back the legacy rigs from AssetCo? See recent developments on Page 8

Source: Company ACRA filings
USDSGD = 1.34 (average for 2023)
Note:
1. Includes other income e.g. gain / (loss) from disposal of assets

(1)
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Based on its ACRA filings for FY23 (Dec-ended), AssetCo has made huge losses (EBIT loss was S$718mn) and its equity is deeply negative 
(S$734mn).



After <1 year, Keppel fully writes off AssetCo Perps

S$120mn 10% perpetual securities: full write-off  
(Note 36e, FY23 Annual Report)

• As of Dec’23, just 10 months after the closing of the transaction, Keppel wrote off the Perpetual securities based on AssetCo’s (referenced as RigCo in the above) business 
plan and projection. 

• Keppel’s concerns for AssetCo’s projection must be serious and long term, because the Perpetual Securities cannot be in defau lt. There is no fixed term of repayment and 
dividend can be paid in kind. 

• Such a significant write off appears only as an obscure footnote in the annual report of 254 pages.

• this S$120mn write-off is classified under other comprehensive income, which leaves net profit unchanged and Keppel’s performance unaffected by this write-off

• What has changed so significantly in the AssetCo’s prospects that  Keppel has to now write off the Perpetual Securities completely ?
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…yet there is no impairment on the Vendor Notes?
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S$4,251mn 4% Vendor Notes: no impairment
(Note 2.27vii & 16, FY23 Annual Report)

• Upon subsequent assessment by an independent valuer and market expert in 
Dec’23, the fair value of Vendor Notes was estimated at S$3bn, with the S$1.3bn 
loss amortised over 7 years

• Why were the experts not appointed earlier to give a fair valuation of AssetCo in 
Feb’23?

• Is the deferral of loss justified given the clear gap between the carrying value vs 
the fair value assessed by an independent valuer?

• If Keppel is so concerned about AssetCo’s business plan and projection to write 
off the Perpetual Securities in less than 1 year, why is Keppel not concerned 
about the carrying value of the Vendor Notes?

• Both the Perpetual Securities and Vendor Notes are issued by AssetCo.

AssetCo is the issuer in both cases, yet the S$120mn perpetual was written off, but the loss in Vendor Notes was deferred?



Now Keppel wants to take back the assets from AssetCo after <2 years?

1
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Extract from Keppel’s latest press release on AssetCo (19 Nov’24)

This is complete reversal from Keppel’s presentation in Apr’22

CML has the following questions for Keppel:

• Why is Keppel reversing  the AssetCo transaction in <2 years? 

• Why raise a private fund to buy legacy rigs and Floatel, considering
• What expertise in monetising these rigs does Keppel possess 

now, if it could not do it before? This will be the 3rd time Keppel 
attempts to deal with the legacy rigs. The first was in January 
2021 when Rigco was to be set up. This was superseded by the 
2023 restructuring detailed in page 3.

• This private fund may be a one-off fund
• The inclusion of Floatel diminishes the attractiveness of the 

assets.  Floatel is dependent on ever increasing debt to stay 
afloat. After a debt restructuring in 2021 that brought total debt 
down to US$284m from close to US$900m, debt is back to 
US$330m, thanks to a US$350m bond raised in 2024. Finance 
cost was US$40m in 9 months 2024, more than operating profit 
of US$22m. 

• Will the private fund buy the assets at the same price it was sold to 
AssetCo? Since Keppel has written off the perp, and independent 
valuation of the Vendor Notes was S$3bn, it appears that only a 
lower price will attract investors, if at all.

• Why would the 75% shareholder, ASM, allow Keppel, a minority 
shareholder with 10% equity, to cancel its shares and assume control 
of S$843mn in cash? The AssetCo was not in default

1

https://www.keppel.com/media/keppel-secures-control-of-legacy-rigs-to-accelerate-asset-monetisation-plans/


Key questions raised on the AssetCo transaction

Why is Keppel now raising a private fund to take back the legacy 
rigs? What expertise does Keppel now have? Legacy rigs are not 
attractive assets both commercially and ESG wise. Inclusion of 
Floatel makes the asset bundle less attractive. If this is more like a 
one-off fund, it raises questions about Keppel’s fund strategy.

Why aren’t the S$4.3bn Vendor Notes due from AssetCo written 
down? The Perps from AssetCo are already written off. The AssetCo 
has a large loss and negative equity as of 2023. The fact that Keppel 
wants to take back the legacy rigs raises questions about AssetCo. 

1

Did Keppel run a formal sale process for the legacy rigs in 2022/23? 
Why was Argyle Street Management selected ? Is ASM a truly 
independent third party? Why did Keppel provide extremely 
generous financing terms to AssetCo? Is Keppel now acknowledging 
that ASM was not the right party?

2

3

9

Given the size of the transaction and the material role the divestment of 
legacy rigs plays in Keppel’s Vision 2030, we call on Keppel to provide 

full disclosures on its plans for AssetCo.



Summary P&L in S$mn
in S$mn 2012 2013 2014 2015 2016 2017 2018 2019
O&M Revenue 7,963 7,126 8,556 6,241 2,854 1,802 1,875 2,220
O&M NPAT 949 945 1,040 482 29 -826 -109 10
NPAT Margin % 11.9% 13.3% 12.2% 7.7% 1.0% -45.8% -5.8% 0.5%

Group Revenue 13,965 12,380 13,283 10,296 6,767 5,964 5,965 7,580
Group NPAT 2,237 1,846 1,885 1,525 784 217 948 707
NPAT Margin % 16.0% 14.9% 14.2% 14.8% 11.6% 3.6% 15.9% 9.3%

O&M P&L as % of Group
Revenue 57% 58% 64% 61% 42% 30% 31% 29%
NPAT 42% 51% 55% 32% 4% n.m n.m 1%

Appendix I: What happened to Keppel’s O&M business prior to the spin-off?

Keppel’s O&M division designs and manufactures offshore oil rigs for operators which rent them out to upstream oil producers.  Pre-2014, Keppel’s O&M business was generating 
steady net profits of ~S$1bn annually and driving >50% of Group revenues. The unit was a core part of Keppel’s DNA and yet by  2019, revenues were a meagre 26% of what they were 
in the hey day of 2014. 

By 2020, Keppel had ceased to disclose segment P&L and by Apr’22, the decision was made to exit the business permanently thro ugh a combination with Sembcorp Marine.

Steep sell-off in oil markets1 O&M’s waning profits2

• Keppel’s O&M troubles started in May’14 when booming US oil production, receding geopolitical concerns, and shifting OPEC pol icies created an oversupply. Oil prices began 
to plummet from US$109 in May’14 to US$27 in Dec’14, and finally bottoming at US$25 in Apr’16. Oil prices never recovered to the levels seen in 2011-2014

• Keppel’s end clients like Awilco and Borr Drilling, saw their rig utilisation rates and day rates plummet during this period. To manage their capex, these ope rators either 
terminated or revised their contracts with Keppel. Take for example Borr Drilling’s US$745mn order for 5 rigs in May’18 (1) which was expected to be fully completed by 2020. As 
of Nov’22, Keppel had only received US$160mn for 1 of these rigs(2)

• For 6 years, Keppel faced uncertainty over whether its O&M business would recover. Even in 2019, O&M continued to drive a sig nificant portion of the business, generating 29% 
of revenues (albeit contributing only 1% in NPAT) 

• To execute a spin-off of this scale without a pool of natural buyers for its O&M division, management risked the incurring a heavy write-down on a firesale and was unlikely to 
receive shareholder support for a transaction they deemed necessary for Keppel’s survival

Source: Yahoo Finance, annual reports

Crude Oil Price (US$ / bbl)

1

2
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Appendix II: AssetCo Transaction Overview

S$4.4bn Consideration for In-Scope Assets In-Scope Assets transferred to AssetCo

S$499k in Ordinary Shares (implying 10% equity ownership in AssetCo)

Source: company websites, company disclosures
Note: As of Shareholder’s Circular Resolution on 23 Nov’22

S$120mn PIK Toggle Perpetual Securities:
• 10% dividend yield paid semi-annually
• AssetCo may elect to pay interest (i) entirely in cash (ii) entirely in 

additional PIK Toggle Perpetual Securities or (iii) a combination of 
(i) and (ii)

• No fixed redemption date, redeemed at option of AssetCo on or 
after 5 years from date of issuance

1

2

S$4,251mn Vendor Notes:
• 12 year tenor, 4% fixed interest rate paid annually
• AssetCo may elect to pay interest (i) entirely in cash (ii) entirely in 

additional Vendor Notes or (iii) a combination of (i) and (ii)
• Option of AssetCo to extend maturity to any date as long as notes 

are repaid by the 15th year
• Option of AssetCo to redeem outstanding principal with unpaid 

accrued interest and redemption premium of 5% of outstanding 
principal amount

3

Legacy Rigs
1. CAN-DO Vessel
2. Heidrun Vessel
3. Huldra Vessel
4. Nordic Spring Vessel
5. Nordic Winter Vessel

6. Sapura Raiga Vessel
7. Tivar Vessel
8. TS Jasper Vessel
9. Vale Vessel 
10. Var Vessel

1

Ownership in Keppel O&M 
Subsidiaries
1. FELS Asset Co Pte. Ltd.
2. FELS Asset Co 2 Pte. Ltd.
3. Fernvale Pte. Ltd.
4. Lenity Pioneer
5. Offshore Partners Pte. Ltd.

6. Offshore Partners 2 Pte. Ltd.
7. FELS Asset Co 3 Pte. Ltd.
8. FELS Asset Co 4 Pte. Ltd.
9. FELS Asset Co 5 Pte. Ltd.
10. FELS Asset Co 6 Pte. Ltd.

2

InterCo Loans to: 
1. FELS Asset Co Pte. Ltd.
2. FELS Asset Co 2 Pte. Ltd.
3. Fernvale Pte. Ltd.
4. Lenity Pioneer

5. Offshore Partners Pte. Ltd.
6. Offshore Partners 2 Pte. Ltd.

3
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IFA’s comparison against existing Keppel bonds at the time of issuance in Nov’22 (1):

Per Keppel’s FY23 Annual Report (pg 
159), subscription price for Vendor 
Notes was S$4,251,144,000



Appendix III: TIH and ASM don’t appear to have the scale to manage $4bn AssetCo (1/2)
Top 10 TIH Investments (FY23 Annual Report) 

CHF V appears to have total AUM of ~S$200mn based on TIH’s 7.23% stake valued at 
S$14.8mn

1

Total TIH Assets of S$145mn (FY23 Annual Report)
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Appendix III: TIH does not appear to have experience in offshore business (2/2)
TIH Track Record (Company Website) Chairman’s Message (Company Website)
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Sources

1. Apr’22 – Keppel shareholders’ circular resolution https://www.keppel.com/en/file/media/media-releases-sgx/2022/Nov/23-nov-kcl/3-
gcat-circular.pdf

2. Hanwha buys S’pore Dyna-Mac’s stake for $73.8 mn from Keppel https://www.kedglobal.com/shipping-
shipbuilding/newsView/ked202405130004

3. Keppel reports 2H’23 results (page 6 (page 12 PDF) of consolidated financial statements on balance sheet analysis) 
https://www.keppel.com/file/investor-relations/financial-results-business-updates/2023/fy/1-keppel-ltd-2h23-fy23-financial-
statements-.pdf

4. Singapore spin hits Cayman secrecy? Temasek, Keppel, Baluran and Kyanite’s US$2.9 billion drilling rig deal is very hard to follow 
https://www.bairdmaritime.com/offshore/vessels-rigs/ahts/column-singapore-spin-hits-cayman-secrecy-temasek-keppel-baluran-and-
kyanites-us2-9-billion-drilling-rig-deal-is-very-hard-to-follow-offshore-accounts

5. Keppel Terminates Semi-sub Rig, Jack-up Rig, and Liftboat Orders as Clients Fail to Pay Up https://www.oedigital.com/news/498577-
keppel-terminates-semi-sub-rig-jack-up-rig-and-liftboat-orders-as-clients-fail-to-pay-up

6. Keppel 3Q’24 business update – question on RigCo by Paul Chew (Phillip Securities) (pg 10) https://www.keppel.com/file/investor-
relations/financial-results-business-updates/2024/3q/keppel-ltd-3q-2024-business-update-media-analyst-briefing-transcript-of-q-as.pdf

7. Keppel to sell 5 more rigs to Borr Drilling for US$745m https://www.straitstimes.com/business/companies-markets/keppel-to-sell-5-
more-rigs-to-borr-drilling-for-us745m

8. Keppel O&M delivers first of three jackup rigs novated by Borr Driling to ADNOC Drilling https://www.keppel.com/media/keppel-om-
delivers-first-of-three-jackup-rigs-novated-by-borr-driling-to-adnoc-drilling/
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