STARHUB LTD
Co. Reg. No. 199802208C

24TH ANNUAL GENERAL MEETING & EXTRAORDINARY GENERAL MEETING
Responses to Substantial & Relevant Questions
Submitted by Shareholders

Singapore, 25 April 2022 – StarHub Ltd (“StarHub”) thanks shareholders for their interest in submitting
questions in advance of our 24th Annual General Meeting (“AGM”) to be convened and held by way of
electronic means on 26 April 2022 at 10.00 a.m. and our Extraordinary General Meeting (“EGM”) on the
same day at 10.30 a.m. (or as soon thereafter following the conclusion or adjournment of the AGM).
Responses to all substantial and relevant questions received relating to the resolutions tabled for
approval at the AGM and EGM are as listed in the Appendix. The Chief Executive presentation deck is
enclosed, and made available on SGXNet and our StarHub Investor Relations website at
https://ir.starhub.com, for your information.
For full details on StarHub’s latest financial and business performance update for the financial year ended
31 December 2021, including the outlook statement and the FY2022 guidance, please visit the Results
Centre section on StarHub’s Investor Relations website.
Following the conclusion of the AGM and EGM, the outcome of the AGM and EGM will be uploaded on
SGXNet and made available on StarHub’s Investor Relations website. The minutes of the AGM and EGM
will be published on SGXNet and StarHub’s Investor Relations website by 26 May 2022.
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I.

FINANCIALS
1. I would like to clarify on the company’s DARE+ target of achieving “a stable state
incremental run rate net profit after tax of $80 million per annum from FY2026”. Does it
simply mean that net profit would be $80 million higher than in FY2021?
•

Using FY2021 net profit after tax as the baseline year, and assuming the successful
execution of our DARE+ strategies, we target FY2026 net profit after tax to be $80 million
higher than FY2021, all things being equal.

•

To achieve this, we will (i) drive gross profit growth through new business areas – such as
our Infinity Play consumer proposition and the convergence of connectivity, cloud and
cybersecurity to tap growing Enterprise opportunities; and (ii) drive further cost
efficiencies through aggressive digitalisation efforts across the organisation and evolve the
way we interact with our customers.

•

For more information on DARE+ strategies, please refer to pages 10-11 of our 2021
Annual Report.

2. Can you provide some figures of the upfront capital investments that are expected to be
made as part of the DARE+ plans, and also details of the years where you will be expected
to make these capital investments?
•

When we launched the DARE+ programme back in November 2021, we guided that the
upfront investments will be a combination of both Opex and Capex, and will be in
aggregate of approximately $270 million to be incurred from FY2022 to FY2024.

•

In our latest guidance offered to the market in February 2022, we added that most of
these upfront investments will be incurred in FY2022 and FY2023, and that we expect new
DARE+ contributions to materialise from 2H2023.

3. In relation to the upfront investments under DARE+ that will be incurred in FY2022, will
there be one-off expenses that is going to impact quarterly earnings significantly?
•

In our FY2022 and FY2023 guidance announced to the market in February 2022, we
highlighted critical and necessary investments that will be incurred mostly in FY2022 and
FY2023, which are expected to impact our Service EBITDA margins in the short term.
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•

For FY2022, we are expecting Service EBITDA margin of at least 20%. The YoY decline
expected is mainly due to upfront operating expenditure (“Opex”) investments for IT and
Digital Transformation, talent acquisition, entertainment content, ongoing network
infrastructure rollout – all of which are integral to achieving our long-term DARE+ growth
initiatives. We also expect to see impact from a steep increase in electricity tariffs and the
continued intense competition in our core connectivity business segments.

•

Margins for FY2023 are expected to improve to at least 23% on higher revenue lifted by
initial contributions from DARE+ business initiatives such as the rollout of 5G products
and services; and DARE+ cost savings from our digital push.

•

These projections do not include potential upsides from roaming recovery as international
borders reopen gradually; revenue and cost synergies to be harnessed from recent
acquisitions; as well as additional M&As that we may execute on in the coming years.

•

We are entering an investments phase in FY2022 and FY2023, to put in place the right IT
and digital platforms, network infrastructure, and attracting and developing the right
talents to execute our ambitious DARE+ strategy. While margins will be impacted over
the next two years, we expect to start reaping positive results from DARE+ from the latter
half of FY2023, and more significantly from FY2024. We are focused on improving on our
overall profitability following the successful execution of this strategy, and as we work
towards achieving a sustainable and stable state incremental net profit after tax run rate
of $80 million per annum from FY2026.

4. “Other Expenses” was higher by S$37.9 million, to S$135.4 million, in 2021. Can we expect
this figure to be reduced going forward or do you expect it to be sustained at this level?
•

The increase was mainly due to higher outsourcing costs of $39m.

•

Moving forward, we expect Other Expenses to increase as we move from a Capexbased IT model to an Opex-based one.

5. Will the IMDA cybersecurity license requirements increase costs?
•

While regulatory compliance costs should never be under-estimated, the introduction
of a licensing framework for cybersecurity service providers should not have a
significant impact on StarHub’s cost structures.
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•

The Cyber Security Agency of Singapore (“CSA”) has said that the framework will
initially cover those providing penetration testing and managed security operations
centre monitoring services.

•

The CSA has set licence fees at $1,000 for a 2-year licence for businesses, with a onetime 50% fee waiver for licence applications lodged before 11 April 2023.

6. What arrangements have you made to refinance the S$220 million medium term notes
due in September 2022? Can we expect a reduction in interest rate from the current rate
of 3.08% on renewal?
•

In January 2021, StarHub issued a $200 million 10-year medium term note at an
attractive rate of 2.48% per annum, and this was earmarked to refinance the $220
million MTN due in September 2022.

•

We are closely monitoring the rising interest rates environment and will manage our
capital structure prudently, as we consider our ongoing funding needs.

7. What was the rationale behind issuing perpetual capital securities? What is the earliest
possible date for redeeming them? Do you have plans to redeem these securities at that
particular redemption date? Could these not be redeemed and replaced by external
borrowings as financing costs would likely be less than the 3.95% per annum that you are
paying to these securities holders?
•

The net proceeds from the $200 million perpetual capital securities issuance (“Perps”)
was intended for general corporate funding requirements for long term investments,
such as the financing of spectrum payments and/or M&As.

•

We use a comprehensive range of financing options to meet our short-term, mid-term
and long-term requirements, while optimising our leverage ratios and balance sheet.

•

The first call date of the Perps is on 16 June 2022, and in view of the rising interest rates
environment, we are evaluating our options while balancing our mid-term financing
requirements. We will inform shareholders and debtholders via the necessary public
disclosures at an appropriate time.
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II.

BUSINESS
8. What is the business impact of being an exclusive distributor of Disney+?
•

Having a multi-year exclusive distributorship with a highly-coveted OTT brand such as
Disney+ adds to our Infinity Play strategy to drive richer experiences and value to our
customers.

•

The bundling of Disney+ across our three consumer business lines have allowed us to
stabilise or even increase our ARPUs – an early proof-of-concept for our Infinity Play
strategy.

9. How is the take-up rate of StarHub’s 5G mobile plans?
•

As at 31 December 2021, we maintained our 5G market leadership with over 300,000
5G subscribers on our network, and this is made possible with our clear market
differentiation and relentless market innovation.

•

We will continue to layer on rich experiences through our expanding Infinity Play
strategy, supported by our high-quality 5G network that will enable a seamless,
elevated digital experience.

10. Are there any plans to integrate the StarHub Prepaid and StarHub Business Manager into
the MyStarHub app?
•

Yes. We foresee an integration of various StarHub user apps into a single app in the
near future, to provide a better customer experience in line with our DARE+ strategy.
We plan to have one integrated app for consumers, and similarly, an integrated app for
Enterprise customers.

11. What strategy do you have to arrest the continuing decline in Cable TV revenue?
•

Since the successful execution of DARE 1.0, we have radically transformed our Pay TV
business. Firstly, profitability has improved significantly after converting the cost
structure from a fixed model to a variable model. Secondly, the cable-to-fibre
migration has enabled us to roll out a hybrid platform that integrates both traditional
Pay TV favourites, with the most popular OTT brands.
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•

With this fundamental shift in our business model, we’ve reclassified Pay TV under the
new “Entertainment” business segment. which recorded a $4 YoY increase in ARPU to
$44. The 5.4% decline in segment revenue was mainly due to the structural decline in
Pay TV subscribers, offset by higher ARPU achieved, as well as lower commercial TV
revenue and advertising spend by Enterprise customers.

•

Despite the decline in Pay TV subscribers, we are seeing growth in Total Entertainment
Subscribers, mainly lifted by traction for OTT services. Coupled with the improving
ARPU, we are confident that our hybrid value proposition is resonating well with
customers.

•

Additionally, we also look forward to the homecoming of the Premier League, which
will start its new season in August 2022 on our StarHub platform.

12. Page 35 of the 2021 Annual Report indicates a Broadband subscriber base of 484,000. Does
this include MyRepublic’s broadband subscribers?
•

The MyRepublic Broadband acquisition was only completed on 21 March 2022, hence,
the 484,000 reported subscribers for Broadband in FY2021 does not include the
MyRepublic Broadband subscribers.

•

We will start consolidating MyRepublic Broadband’s revenue and subscribers from
2Q2022.

13. In view of the gradual resumption of international travel, has there been a sequential
recovery in roaming in 1Q2022, compared to 4Q2021? Has the Group seen benefits from
increased travel? With the continuing reopening of global borders, what kind of recovery
do you expect for Mobile revenue for 2022, and can you provide any figures?
•

With the progressive reopening of international borders, we recorded minimal roaming
recovery in 4Q2021.

•

The pace of roaming recovery is dependent on geography. For instance, Malaysia is an
important contributor to roaming revenues for StarHub, and with borders opening since 1
April 2022, we are optimistic that we will record some roaming recovery from 2Q2022,
building upon the positive indication in 4Q2021.

•

Given the uncertain nature of the COVID-19 situation, we have built in very minimal
roaming recovery in our FY2022 guidance. We are focused on the execution of our DARE+
strategies to accelerate StarHub’s long-term growth.
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14. Page 44 of the 2021 Annual Report states that the Company has “enhanced our service
level agreement relating to the extension of latency and packet loss for our Enterprise
Internet services to eight countries”. Is this serving companies in Singapore or companies
in those eight countries?
•

This enhancement serves enterprise customers in Singapore with businesses overseas in
the eight countries – Thailand, Indonesia, Vietnam, Malaysia, Philippines, Hong Kong,
Japan, United States (West Coast).

•

Enterprises in Singapore will have a committed latency service level agreement for
internet connection to the eight countries.

15. What are drivers of actual IoT-as-a-Service applications implemented?
•

We are seeing momentum and interest from enterprises in industries such as real estate,
building management and retail malls. Most of the use cases are relating to facilities
management, with the end objective to optimise operations and reduce wastage.

•

With the advent of 5G that is able to support much more devices (greater scale) and
enable real-time applications with its higher speeds and low latency, we believe the new
technology will catalyse and accelerate the adoption of IoT.

16. Given the keen market interests in cybersecurity businesses, would the company explore a
listing for Ensign in order to fund its expansion plans and unlock value?
•

The Cybersecurity business anchored by Ensign is growing rapidly, recording double-digit
annual revenue growth since its formation in 2018. It is also critical to StarHub’s unique
market positioning to provide differentiated Enterprise solutions by converging worldclass connectivity, cloud and cybersecurity.

•

Our priority is to continue accelerating Ensign’s growth and harnessing greater revenue
synergies between Ensign and the enlarged StarHub Group following the various
acquisitions executed over the last two years.

•

That said, we are always open to evaluate various options to enhance total shareholder
returns and to generate liquidity.
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17. With regards to the additional assigned 20% interest in Ensign, in the event Temasek
decides to terminate the assigned rights before October 2023, would this be a negative
development for StarHub as its exposure to a growth segment is reduced?
•

Should a termination notice be served by either party on or before October 2023,
StarHub’s shareholding will decline and Ensign will cease to be a subsidiary. In such an
instance, we will still equity account for our share of profits in Ensign as an associate.

•

As part of our next phase of transformation with DARE+, we are accelerating collaboration
across the enlarged StarHub Group to harness synergies from our recent acquisitions.
These collaborative efforts will continue regardless whether Ensign is a subsidiary or
associate of StarHub. We will also continue to pursue synergistic and accretive
acquisitions that add to our scale, regional footprint and value proposition to customers.

18. Given the recent opening of local economy, how is StarHub positioning itself to capture
this opportunity?
•

For the Singapore market, we are pleased that the COVID-19 situation has stabilised and
regulations have loosened to facilitate the reopening of the economy. Over the last few
years, we have put in place the necessary foundations for us to tap emerging opportunities
once the business climate improves.

•

We have identified some macro trends that we plan to pursue as part of DARE+ including
the shift towards digital engagement; increased need for Enterprises to digitalise, cloudify
and fortify their cybersecurity posture; and underlying all of these trends – the need for
reliable and high-quality connectivity as an enabler for the next-generation distributed
workforce.

•

These are the key considerations behind our DARE+ strategies to accelerate digitalisation
both internally (for organisational agility and quicker go-to-market) and externally
(radically changing the way we interact and serve our customers); an infinite continuum
of products and services that will meet the evolving needs of consumers in a digital age,
delivered over a single needs-driven Super App platform for an elevated customer
experience; and pursuing new Enterprise opportunities by converging Connectivity
(especially 5G, and related solutions/applications), Cloud and Cybersecurity such as our
ambition to become a leading Green Digital Service Provider by empowering enterprises
to meet the demands of the nation’s SG Green Plan vision.
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•

These DARE+ strategies will allow StarHub to expand its reach beyond its current pool of
customers, while creating new revenue streams to drive greater long-term value to
customers and shareholders.

19. What is StarHub’s current 5G SA network coverage of Singapore?
•

As at 31 December 2021, our 5G coverage covers approximately 75% of the nation, and
we are on track to roll out our SA network nationwide by end-2022.

20. Is the coming of 6G too fast since 5G has yet to establish itself in the market?
•

We do not expect the advent of 6G to arrive in the mid-term horizon. Looking at historical
trends, it takes approximately 8 to 10 years for the arrival of a new cellular network
technology. For instance, 4G was launched in 2008, while 5G (non-standalone) was
launched in 2020. It also takes time and several iterations for devices and the supporting
ecosystem to mature and innovate to take full advantage of the new technology. The 5G
devices available in the market today are still in the early stages of this process.

•

We continue to engage with regulators and industry players to closely monitor upcoming
technological advances. Meanwhile, we remain focused on driving consumption and use
cases on 5G.

21. In view of the present uncertain geopolitical situation due to the war in Ukraine, would
there be any impact on the business and operations of StarHub and if so, any steps being
taken to mitigate the risks?
•

We do not have any business exposure to Ukraine nor Russia, hence we do not expect any
direct impact from the Ukraine crisis.

•

That said, the Ukraine crisis has resulted in global challenges that we are closely
monitoring alongside the rest of the world. Once such example is the spike in fuel prices
that has led to a considerable spike in electricity tariffs, which is expected to contribute to
the lower Service EBITDA margin for FY2022 provided in our guidance (please refer to

question 3 for more information).
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22. The businesses of Cybersecurity Services & Regional ICT Services are of low profit margin
(operating), Ensign 1.1% and Strateq 2.2%). After sharing of common expenses, their net
profit will be even lower. Even though year after year Cybersecurity Services has been
reporting increasing revenue but its profit is so very low ($3m for Ensign) while for Regional
ICT is $1m+ (for Strateq). Hence a big risk is being undertaken to earn a small contribution
for both. If operating cost were to go up by 1 to 3%, the whole of the small profit will be
wiped out. Wouldn't it be better to put the money to better use or to reduce borrowings
in a rising interest rate and ballooning cost environment? Would it be better to review and
exit before they incur losses? Would dividend be better if StarHub were to continue the
more profitable business and to exit low margin businesses and reduce borrowings?
•

Both Ensign (Cybersecurity Services) and Strateq (Regional ICT Services) are profitable
growth companies. Ensign, which was formed in 2018, has registered double-digit growth
annually, and has reported an operating profit of $3.5 million in FY2021, including a
$4.0 million one-time inventory write-off. Strateq has continued to register strong growth
despite MCO challenges across FY2021 and reported $1.7 million in operating profit during
the year. Both Ensign and Strateq reported a net profit in FY2021.

•

Anchored by growth companies, both segments are investing in building the necessary
talent pool and R&D to secure profitable topline growth. The priority of these companies
is to grow rapidly and achieve sufficient scale to compete effectively and to improve
profitability. Taking Ensign as an example – there is a global shortage of cybersecurity
specialists, hence, having access to a sizeable pool of talents is a key differentiator,
alongside continued innovation to stay ahead of emerging cyber threats in an increasingly
digitalised world and economy. Ensign has done this well – it has the largest pool of
cybersecurity specialists in the region and carved a strong niche with governments and
large enterprises with the support of by Ensign Labs, its R&D arm, which develops bespoke
and patented solutions against advanced threats.

•

Combined with our network leadership, these segments position StarHub uniquely to
pursue growing opportunities by converging Connectivity, Cloud and Cybersecurity – a
key growth and differentiation strategy for our Enterprise business, as we concurrently
deepen collaboration across the StarHub Group to realise cost and revenue synergies for
mutual long-term growth as part of our ambitious DARE+ 5-year growth roadmap.
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•

III.

We continue to maintain a long-term view on our business strategies to ensure StarHub’s
competitiveness and to safeguard shareholders’ interests for the many years to come. Our
Net Debt to EBITDA leverage ratio remained low at 1.04x as at 31 December 2021, and
our FY2021 balance sheet remained robust, supported by our cash generative businesses
– offering good headroom for growth. Our robust credit standing and strong relationships
with the banks allow us to access financing at competitive rates. We will continue to
monitor the rising interest rates environment closely and maintain a disciplined approach
to capital management.

MERGERS & ACQUISITIONS
23. Telecommunication companies worldwide are consolidating due to fierce competition.
How can a small market like Singapore accommodate 4 full license telcos without
significant value erosion to its shareholders? Has the management taken a proactive step
to approach the IMDA/relevant authority for the purpose of merger/acquiring other major
competitors here for the long-term benefits/survival of the industry?
•

We are closely monitoring the wave of consolidation in other markets, and we recognise
that the hyper-competition in the last couple of years have led to significant price and
margin pressures, leading to a decline in resources available for MNOs to invest in
meaningful innovation that has eroded long-term consumer and shareholder value. The
industry continues to engage the regulators in dialogue.

•

Notwithstanding the challenging operating environment, we remained steadfast to our
challenger spirit and continue to lead the market in network excellence (StarHub was the
most awarded network in 2021); customer experience (highest customer satisfaction
scores amongst all operators for Mobile and Broadband Services); and first-in-market
experiences (e.g. multi-year exclusive partnerships with Disney+, NVIDIA GeForce NOW,
Premier League, etc); and being a Green and responsible company (World’s most
sustainable mobile operator & Singapore’s most sustainable telco 1) – all of which
contribute to our clear market differentiation that was reflected in our strong FY2021
performance that delivered growth on most financial metrics and business lines.

1 2022 Corporate Knights Global 100
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IV.

SUSTAINABILITY
24. Page 31 of the 2021 Annual Report states that StarHub “increased renewable energy use
to 6%” in FY2021. Was this through the purchase of renewable energy credits?

V.

•

In 2021, we met our renewable energy consumption target of 6% through procurement
of Renewable Energy Certificates (RECs). The purchase of RECs is part of StarHub’s
sustainability targets to reduce our Scope 2 emissions footprint. We will continue to
optimise energy efficiency through use of technologies and renewable energy to manage
our environmental footprint.

•

Moving forward, we will be exploring the use of Green Tech, to increase our usage of
renewable energy, to reduce our carbon footprint. This includes looking at solar powered
wifi, which we are trialling at NUS smart campus, and also solar powered mobile base
stations.

DIVIDEND
25. With the further opening of Singapore to the world and the execution of your DARE
strategies, there should be improvement in the earning front going forward. Being a passive
income earner like many, we would like to know when that will translate to an
improvement in dividends yield which thus will increase the minimum base committed
distribution of 5 cents per year. Historically, DPU distribution and share price performance
are inter-related.
•

The objective of our ambitious DARE+ roadmap is to enhance long-term total shareholder
returns – both in terms of dividend and capital growth.

•

We intend to maximise total shareholder returns through revenue growth from 2023 and
beyond; and growing profit to support rising dividends as we move from 2023 to 2024,
and beyond. With DARE+, we have targeted to increase our run-rate net profit after tax,
by an additional $80 million per annum on a steady state basis. This excludes recovery in
roaming as well as synergies from existing acquisitions and the effect of future
acquisitions. We have achieved credibility by outperforming our DARE 1.0 cost savings
targets by over 30% and by materially outperforming our FY2021 guidance on every
metric. We hope to similarly exceed expectations with DARE+.

•

For more information, please refer to page 21 of our 2021 Annual Report for a statement
from our Chief Executive on driving Total Shareholder returns.
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VI.

SHARE BUY BACK
26. Are shares that are bought back from the open market under the Share Purchase Mandate
and kept as treasury shares entitled to dividends declared by the company?
•

No, treasury shares are not entitled to dividends declared by the Company. However, the
allotment of shares as fully-paid shares to employees under our Employee Share Award
program is allowed.

•

For more information, please refer to paragraph 2.5.2 of our Letter to Shareholders.

27. How much share purchases had the Company undertaken in 2020 and 2021? Are there
plans currently for share purchases in 2022?
•

StarHub purchased 3,592,200 and 2,253,000 shares from the market in 2020 and 2021
respectively. The shares bought back have or will be transferred for purposes of fulfilling
share awards granted and vested under the StarHub Share Plans.

•

StarHub may continue to purchase shares from the market in accordance with the Share
Purchase Mandate in order to fulfil the share awards granted under the StarHub Share
Plans.
- End -
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