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DEFINITIONS

In this Circular, the following definitions apply throughout unless otherwise stated:

“Articles” : The Articles of Association of the Company.

“CDP” : The Central Depository (Pte) Limited.

“Companies Act” : The Companies Act, Chapter 50 of Singapore.

“Directors” : The Directors of the Company for the time being.

“EGM” : The extraordinary general meeting of the Company, notice of
which is given on pages 37 and 38 of this Circular.

“Latest Practicable Date” : The latest practicable date prior to the printing of this Circular,
being March 17, 2003.

“Market Day” : A day on which the SGX-ST is open for trading in securities.

“New Listing Manual” : The new listing manual of the SGX-ST, which became effective on
July 1, 2002 including any amendments made thereto up to the
date of this Circular.

“Securities Account” : Securities accounts maintained by Depositors with CDP, but not
including securities accounts maintained with a Depository Agent.

“SembCorp Industries” : SembCorp Industries Ltd.

“SembCorp Marine” or the : SembCorp Marine Ltd.
“Company”

“SGX-ST” : Singapore Exchange Securities Trading Limited.

“Share Options” : Options to subscribe for new Shares granted pursuant to share
option schemes/plans implemented by the Company.

“Shareholders” : Registered holders of Shares, except that where the registered
holder is CDP, the term “Shareholders” shall, where the context
admits, mean the Depositors whose Securities Account are
credited with Shares.

“Shares” : Ordinary shares of S$0.10 each in the capital of the Company.

“STPL” : Singapore Technologies Pte Ltd.

“Temasek” : Temasek Holdings (Private) Limited.

“S$”, “$” and “cents” : Singapore dollars and cents, respectively.

“%” or “per cent” : Per centum or percentage.

The terms “Depositor” and “Depository Agent” shall have the meanings ascribed to them
respectively in Section 130A of the Companies Act.
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DEFINITIONS

Words importing the singular shall, where applicable, include the plural and vice versa. Words
importing the masculine gender shall, where applicable, include the feminine and neuter genders.
References to persons shall include corporations.

Any reference in this Circular to any enactment is a reference to that enactment as for the time being
amended or re-enacted. Any word defined under the Companies Act or any statutory modification
thereof and not otherwise defined in this Circular shall have the same meaning assigned to it under
the Companies Act or any statutory modification thereof, as the case may be.

Any reference to a time of day in this Circular is made by reference to Singapore time unless
otherwise stated.
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SEMBCORP MARINE LTD 
(Incorporated in the Republic of Singapore)

Directors: Registered Office:

Wong Kok Siew (Chairman) 29 Tanjong Kling Road 
Tan Kwi Kin (President) Singapore 628054
Chee Keng Soon 
Giam Chin Toon 
Er Kwong Wah 
Tan Pheng Hock
Kiyotaka Matsuzawa
Naoteru Tsuda 
Low Sin Leng
Heng Chiang Gnee (Alternate Director to Tan Kwi Kin)

March 25, 2003

To: The Shareholders of 
SembCorp Marine Ltd 

Dear Sir/Madam

1. INTRODUCTION

1.1 EGM. The Directors of SembCorp Marine are convening the EGM to be held on April 17, 2003
to seek Shareholders’ approval for the following proposals:

(a) the proposed alterations to the Articles;

(b) the proposed share issue mandate; and

(c) the proposed adoption of a new shareholders mandate.

1.2 Circular. The purpose of this Circular is to provide Shareholders with information relating to
the proposals to be tabled at the EGM.

1.3 SGX-ST. The SGX-ST takes no responsibility for the accuracy of any statements or opinions
made in this Circular.

2. THE PROPOSED ALTERATIONS TO THE ARTICLES

2.1 Changes in New Listing Manual. The New Listing Manual contains, inter alia, various
continuing listing requirements relating to matters such as the contents of articles of
association of listed companies, administration matters relating to certificates for shares (such
as registration of transfers of physical scrip), and the issue of securities or additional securities
(such as by way of a general share issue mandate), which differ in some respects from the
previous corresponding rules of the SGX-ST. The Company is therefore proposing, inter alia, to
update the Articles generally to reflect the current requirements of the SGX-ST.
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2.2 Articles Proposed for Alterations. The following Articles are proposed for alterations:

2.2.1 Article 8(B)

Article 8(B) currently provides that the Company may by ordinary resolution give the
Directors a general authority to issue Shares, provided that the aggregate number of
such Shares does not exceed 50 per cent of the issued share capital of the Company
for the time being (the “50% Limit”), of which the aggregate number of Shares to be
issued other than on a pro rata basis to Shareholders does not exceed 20 per cent of
the issued share capital of the Company for the time being (the “20% Sub-Limit”).

Article 8(B) is proposed to be altered in line with Rule 806 of the New Listing Manual,
which was amended by the SGX-ST with effect from January 3, 2003.

The alterations proposed to Article 8(B) will extend the general authority which may be
given to the Directors to the making or granting of offers, agreements or options
(collectively, “Instruments”) that might or would require Shares to be issued, including
the creation and issue of (as well as adjustments to) warrants, debentures or other
instruments convertible into Shares, and (notwithstanding that such authority may have
ceased to be in force) to issue Shares in pursuance of any Instrument made or granted
while the authority was in force. The aggregate number of Shares to be issued pursuant
to such authority, including Shares to be issued in pursuance of Instruments made or
granted pursuant thereto, will continue to be subject to the 50% Limit and the 20% Sub-
Limit as calculated in accordance with Article 8(B) (as proposed to be altered).

For the purpose of determining the aggregate number of Shares that may be issued
under the share issue mandate, the percentage of issued share capital shall be based
on the issued share capital of the Company at the time that the mandate is passed, after
adjusting for:

(a) new Shares arising upon the conversion or exercise of any convertible securities
or share options or vesting of share awards which are outstanding or subsisting at
the time that the mandate is passed; and

(b) any subsequent consolidation or subdivision of Shares.

In exercising the power conferred under the share issue mandate, Article 8(B), as
proposed to be altered, makes it clear that the Company will comply with the provisions
of the New Listing Manual, unless such compliance has been waived by the SGX-ST.

The proposed alteration to Article 8(B) will facilitate the grant of the share issue mandate
as described in paragraph 3 below.

2.2.2 Article 10

The Companies Act allows a company, if expressly permitted by its articles of
association, to purchase or acquire its ordinary shares, stocks and preference shares in
accordance with the provisions thereof. Under current law, shares purchased or
acquired by the company shall be deemed cancelled immediately on purchase or
acquisition.

It is proposed that Article 10 of the Articles be altered to provide for the purchase or
acquisition by the Company of its Shares. Article 10 (as proposed to be altered) shall
also provide that any Shares purchased or acquired by the Company shall be deemed
cancelled on purchase or acquisition by the Company, only if required by the Companies
Act. This is to allow the Company not to cancel Shares purchased or acquired (if
permitted by the Companies Act) but to deal with such Shares in accordance with the
Companies Act.
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2.2.3 Article 18

Article 18 is proposed to be altered to reflect the present requirements under the New
Listing Manual relating to the time-line (which has been reduced from 15 Market Days to
10 Market Days) by which a share certificate has to be issued and ready for delivery
following lodgement of a registrable transfer of physical scrip.

2.2.4 Article 135

Article 135 currently provides that the Directors shall, in accordance with the provisions
of the Companies Act, cause to be prepared and to be laid before the Company in
General Meeting such profit and loss accounts, balance sheets, group accounts (if any)
and reports as may be necessary. The interval between the close of a financial year of
the Company and the issue of accounts relating thereto shall not exceed five months.

To align Article 135 with amendments to the Companies Act, which came into force on
January 1, 2003, which provides for such interval to be not more than four months
before the date of the meeting, it is proposed that Article 135 be altered to provide that
the interval between the close of a financial year of the Company and the issue of
accounts relating thereto shall not exceed four months.

2.2.5 Article 145

Article 145 relates to the obtaining of members’ approval for the payment of any fee or
commission to the liquidator in a members’ voluntary liquidation of the Company. This
provision is no longer required to be included in the Articles under the New Listing
Manual, and is therefore proposed to be deleted accordingly.

Notwithstanding the deletion of Article 145 from the Articles, where so required by the
Companies Act, the New Listing Manual or other applicable laws and regulations, the
relevant authorisation or clearance (including Shareholders’ approval) would have to be
sought by the Company in respect of the payment of any fee or commission to the
liquidator in a members’ voluntary liquidation of the Company.

2.2.6 Article 149

Article 149 relates to the obtaining of the SGX-ST’s approval for the alteration of the
Articles. This provision is no longer required to be included in the Articles under the New
Listing Manual, and is therefore proposed to be deleted accordingly.

Notwithstanding that the provision is no longer required to be included in the Articles, it
will still be necessary for the Company to obtain the approval of the SGX-ST for any
alterations to its Articles under Rule 729 of the New Listing Manual.

2.3 Appendix 1. The text of the Articles which are proposed to be altered is set out in Appendix 1
to this Circular. The proposed alterations to the Articles are subject to Shareholders’ approval.

3. THE PROPOSED SHARE ISSUE MANDATE

3.1 Proposed Share Issue Mandate. Subject to Article 8(B) being amended as proposed in
paragraph 2.2.1 above, the Company is seeking approval of Shareholders at the EGM for a
mandate (the “Share Issue Mandate”) to be given to the Directors to:

(a) issue Shares whether by way of rights, bonus or otherwise; and/or

(b) make or grant Instruments that might or would require Shares to be issued, including but
not limited to the creation and issue of (as well as adjustments to) warrants, debentures
or other instruments convertible into Shares,
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and (notwithstanding that the authority so conferred may have ceased to be in force) issue
Shares in pursuance of any Instrument made or granted by the Directors while the authority
was in force.

3.2 Limit on Shares. The aggregate number of Shares to be issued pursuant to the Share Issue
Mandate, including Shares to be issued in pursuance of Instruments made or granted pursuant
thereto, will be subject to the 50% Limit and the 20% Sub-Limit. The 50% Limit and the 20%
Sub-Limit will be calculated based on the issued share capital of the Company at the time of
the passing of the Share Issue Mandate, after adjusting for:

(a) new Shares arising upon the conversion or exercise of any convertible securities or
share options or vesting of share awards which are outstanding or subsisting at the time
of the passing of the Share Issue Mandate; and

(b) any subsequent consolidation or subdivision of Shares.

The share options and share awards referred to in sub-paragraph (a) above relate to those
granted by the Company pursuant to share plans approved at the extraordinary general
meetings of the Company held on April 27, 1991 and May 31, 2000, respectively.

In exercising the authority conferred under the Share Issue Mandate, the Company will comply
with the provisions of the New Listing Manual, unless such compliance has been waived by the
SGX-ST.

3.3 Duration of Share Issue Mandate. The Share Issue Mandate will take effect from the
passing of the resolution approving the Share Issue Mandate at the EGM and will continue in
force until the next Annual General Meeting of the Company unless prior thereto, issues of
Shares are made to the full extent permitted by the Share Issue Mandate or the Share Issue
Mandate is revoked or varied by the Company in general meeting. The Share Issue Mandate,
in the form proposed, is intended to be placed before Shareholders for renewal at each
subsequent Annual General Meeting of the Company.

3.4 Rationale for Share Issue Mandate. If approved, the Share Issue Mandate will, in addition to
the usual authority to issue Shares, enable the Company to make or grant Instruments during
the validity period of the Share Issue Mandate, and to issue Shares in pursuance of such
Instruments subject to the specified limits.

A general (as opposed to specific) approval for the Directors to make or grant Instruments will
also enable the Company to act quickly and take advantage of market conditions. The
expense and delay of otherwise having to convene general meetings of the Company to
approve the making or granting of each specific Instrument would thus be avoided.

It is for the above reasons that the Directors believe that the Share Issue Mandate in the
extended form, as proposed, would be in the best interests of the Company and its
Shareholders.

4. THE PROPOSED ADOPTION OF A NEW SHAREHOLDERS MANDATE 

4.1 Background. At an extraordinary general meeting of the Company held on May 31, 2000,
approval of the Shareholders was obtained for a general mandate (the “Existing
Shareholders Mandate”) whereby authority was given to the Company, its subsidiaries and
target associated companies or any of them to enter into interested person transactions with
the Company’s interested persons relating to the following activities:

(a) ship and rig conversion; ship and rig repair; ship and rig building; sale and purchase of
vessels; offshore engineering; metal and steel fabrication; design and interior decoration
services and procurement; management of projects; provision of contract services for
ship repair; and other related services; and
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(b) ancillary services such as the supply of equipment rental services; bulk trading in
materials and copper slag; the processing and distribution of copper slag for grit blasting
and building; cleaning and maintenance of industrial premises and buildings; marine,
general electronic and electrical works and general contracting services.

The Existing Shareholders Mandate is set out in paragraph 4.4 of the circular to Shareholders
dated May 15, 2000 (the “2000 Circular”).

The Existing Shareholders Mandate was subsequently renewed on an annual basis, in
accordance with its terms, and was last renewed by the Company on May 30, 2002.

4.2 Rationale for New Shareholders Mandate. The Company is proposing to expand the range
of its business activities covered under the Existing Shareholders Mandate to include the
provision of turnkey engineering and construction services for oil and gas industries. In
addition, amendments have also been made in the New Listing Manual to the listing rules in
relation to interested person transactions, since the Existing Shareholders Mandate was
adopted.

Accordingly, the Directors consider it timely and appropriate to adopt a new mandate (the “New
Shareholders Mandate”) to replace the Existing Shareholders Mandate. The New
Shareholders Mandate will take into account:

(a) the provision of turnkey engineering and construction services for oil and gas industries
by the Company; and

(b) the changes made in the New Listing Manual relating to interested person transactions.

The Directors consider it expedient, and are therefore proposing, to adopt the New
Shareholders Mandate instead of making modifications to the Existing Shareholders Mandate
because substantial changes will have to be made to the Existing Shareholders Mandate (to
take into account the provision of turnkey engineering and construction services for oil and gas
industries by the Company and the changes made to the listing rules relating to interested
person transactions in the New Listing Manual) if it were to be retained.

The New Shareholders Mandate will enable the Company, its subsidiaries and associated
companies which are considered to be “entities at risk” within the meaning of Rule 904(2) of
the New Listing Manual, in their ordinary course of businesses, to enter into categories of
transactions with specified classes of the Company’s interested persons, provided that such
transactions are entered into on an arm’s length basis and on normal commercial terms.

4.3 Appendix 2. Details of the New Shareholders Mandate, including the rationale for, and the
benefits to, the Company, the review procedures for determining transaction prices with
interested persons and other general information relating to Chapter 9 of the New Listing
Manual, are set out in Appendix 2 to this Circular.
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5. DIRECTORS’ AND SUBSTANTIAL SHAREHOLDERS’ INTERESTS

5.1 Interests in Shares. The interests of the Directors and the substantial Shareholders of the
Company in Shares as at the Latest Practicable Date are set out below:

Number of
Shares comprised

Number of Shares in outstanding
Share Options/

Direct Deemed awards granted
Director Interest % Interest % by the Company

Wong Kok Siew 75,000 nm (1) – – 725,000

Tan Kwi Kin 950,000 nm (1) – – 3,310,000 (2)

Chee Keng Soon – – – – 373,000

Giam Chin Toon 32,500 nm (1) – – 307,500

Er Kwong Wah – – – – 170,000

Tan Pheng Hock – – – – 60,000

Kiyotaka Matsuzawa – – – – 100,000

Naoteru Tsuda – – – – 20,000

Low Sin Leng – – – – 100,000

Heng Chiang Gnee 500,000 nm (1) – – 2,000,000 (3)

Notes:
(1) Not meaningful.

(2) Of the 3,310,000 Shares:

(a) 2,550,000 Shares are comprised in options granted to Tan Kwi Kin pursuant to the SembCorp Marine
Share Option Plan;

(b) 380,000 Shares are comprised in conditional awards granted to Tan Kwi Kin, subject to performance
targets set over a three year period from 2001 to 2003, pursuant to the SembCorp Marine
Performance Share Plan. No Shares will be released should targets be achieved at below 80 per cent
of the targets set and up to twice the number of Shares will be released should targets be achieved at
up to 200 per cent of the targets set; and

(c) 380,000 Shares are comprised in conditional awards granted to Tan Kwi Kin, subject to performance
targets set over a three year period from 2002 to 2004, pursuant to the SembCorp Marine
Performance Share Plan. No Shares will be released should targets be achieved at below 80 per cent
of the targets set and up to twice the number of Shares will be released should targets be achieved at
up to 200 per cent of the targets set.

(3) Of the 2,000,000 Shares:

(a) 1,600,000 Shares are comprised in options granted to Heng Chiang Gnee pursuant to the SembCorp
Marine Share Option Plan;

(b) 200,000 Shares are comprised in conditional awards granted to Heng Chiang Gnee, subject to
performance targets set over a three year period from 2001 to 2003, pursuant to the SembCorp
Marine Performance Share Plan. No Shares will be released should targets be achieved at below 80
per cent of the targets set and up to twice the number of Shares will be released should targets be
achieved at up to 200 per cent of the targets set; and

(c) 200,000 Shares are comprised in conditional awards granted to Heng Chiang Gnee, subject to
performance targets set over a three year period from 2002 to 2004, pursuant to the SembCorp
Marine Performance Share Plan. No Shares will be released should targets be achieved at below 80
per cent of the targets set and up to twice the number of Shares will be released should targets be
achieved at up to 200 per cent of the targets set.
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Number of Shares

Direct Deemed
Substantial Shareholder Interest % Interest %

Temasek – – 899,437,260 (1) 63.59

STPL – – 898,818,260 (2) 63.55

SembCorp Industries 898,818,260 63.55 – –

Notes:

(1) Temasek is deemed to be interested in the 898,818,260 Shares held by SembCorp Industries as well as the
balance of 619,000 Shares held by its other subsidiaries.

(2) STPL is deemed to be interested in the 898,818,260 Shares held by SembCorp Industries.

5.2 Abstention from Voting. Wong Kok Siew, Tan Pheng Hock and Low Sin Leng, who hold
directorships and/or executive positions in STPL and SembCorp Industries, will abstain from
voting their Shares, if any, in respect of the Ordinary Resolution relating to the proposed
adoption of the New Shareholders Mandate at the forthcoming EGM.

Temasek, STPL, SembCorp Industries and their respective associates, being Interested
Persons (as described in paragraph 5.1 of Appendix 2), will also abstain from voting their
Shares, if any, in respect of the Ordinary Resolution relating to the proposed adoption of the
New Shareholders Mandate at the forthcoming EGM.

6. INDEPENDENT FINANCIAL ADVISER’S OPINION

6.1 Independent Financial Adviser. PricewaterhouseCoopers Corporate Finance Pte Ltd
(“PwCCF”) has been appointed the independent financial adviser in relation to the proposed
adoption of the New Shareholders Mandate.

6.2 Opinion of Independent Financial Adviser. Having reviewed the New Shareholders
Mandate as set out in Appendix 2 to this Circular, PwCCF is of the opinion that the methods or
procedures set out in paragraph 7 of Appendix 2 for determining transaction prices of
Interested Person Transactions (as described in paragraph 6 of Appendix 2) are sufficient to
ensure that the Interested Person Transactions will be carried out on normal commercial terms
and will not be prejudicial to the interests of the Company and its minority Shareholders.

6.3 Appendix 3. PwCCF’s letter to the Independent Directors (as defined in paragraph 7.3 below)
dated March 25, 2003 is reproduced and attached in Appendix 3.

7. DIRECTORS’ RECOMMENDATIONS

7.1 Alterations to Articles. The Directors are of the opinion that the proposed alterations to the
Articles are in the best interests of the Company. Accordingly, they recommend that
Shareholders vote in favour of Resolution 1, being the Special Resolution relating to the
proposed alterations to the Articles at the forthcoming EGM.

7.2 Share Issue Mandate. The Directors are of the opinion that the proposed Share Issue
Mandate is in the best interests of the Company. Accordingly, they recommend that
Shareholders vote in favour of Resolution 2, being the Ordinary Resolution relating to the
proposed Share Issue Mandate at the forthcoming EGM.
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7.3 New Shareholders Mandate. The Directors who are considered independent for the
purposes of the proposed adoption of the New Shareholders Mandate are Tan Kwi Kin, Chee
Keng Soon, Giam Chin Toon, Er Kwong Wah, Kiyotaka Matsuzawa, Naoteru Tsuda and Heng
Chiang Gnee (Alternate Director to Tan Kwi Kin) (the “Independent Directors”). The
Independent Directors are of the opinion that the entry into of the Interested Person
Transactions between the EAR Group (as described in paragraph 2 of Appendix 2) and those
Interested Persons (as described in paragraph 5.1 of Appendix 2) in the ordinary course of its
business will be entered into to enhance the efficiency of the EAR Group and are in the best
interests of the Company. For the reasons set out in paragraphs 2, 4 and 6 of Appendix 2,
and, taking into account the opinion of PwCCF as set out in paragraph 6.2 above of this
Circular, the Independent Directors recommend that Shareholders vote in favour of Resolution
3, being the Ordinary Resolution relating to the proposed adoption of the New Shareholders
Mandate at the forthcoming EGM.

8. EXTRAORDINARY GENERAL MEETING

The EGM, notice of which is set out on pages 37 and 38 of this Circular, will be held on April
17, 2003 at 29 Tanjong Kling Road Singapore 628054 at 11.15 a.m. (or as soon thereafter
following the conclusion or adjournment of the 40th Annual General Meeting of the Company
to be held at 11.00 a.m. on the same day and at the same place) for the purpose of
considering and, if thought fit, passing with or without any modifications, the Special and
Ordinary Resolutions as set out in the Notice of EGM.

9. ACTION TO BE TAKEN BY SHAREHOLDERS

If a Shareholder is unable to attend the EGM and wishes to appoint a proxy to attend and vote
on his behalf, he should complete, sign and return the attached Proxy Form in accordance with
the instructions printed thereon as soon as possible and, in any event, so as to arrive at 30 Hill
Street #05-04 Singapore 179360 not later than 11.15 a.m. on April 15, 2003. Completion and
return of the Proxy Form by a Shareholder will not prevent him from attending and voting at the
EGM if he so wishes.

10. CONSENT

PwCCF has given and has not withdrawn its written consent to the issue of this Circular with
the inclusion of its name, its letter to the Independent Directors dated March 25, 2003 and all
references thereto, in the form and context in which they appear in this Circular.

11. INSPECTION OF DOCUMENTS

The following documents are available for inspection at the registered office of the Company at
29 Tanjong Kling Road Singapore 628054 during normal business hours from the date of this
Circular up to the date of the EGM:

(a) the 2000 Circular;

(b) the Memorandum and Articles of Association of the Company;

(c) the letter from PwCCF to the Independent Directors dated March 25, 2003; and

(d) the letter of consent of PwCCF referred to in paragraph 10 above.
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12. DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors collectively and individually accept responsibility for the accuracy of the
information given in this Circular and confirm, having made all reasonable enquiries, that to the
best of their knowledge and belief, the facts stated and the opinions expressed in this Circular
are fair and accurate and that there are no material facts the omission of which would make
any statement in this Circular misleading.

Yours faithfully

Wong Kok Siew
Chairman
SembCorp Marine Ltd
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THE PROPOSED ALTERATIONS TO THE ARTICLES

The alterations which are proposed to be made to the Articles are set out below. For ease of
reference and, where appropriate, the full text to the Articles proposed to be altered has also been
reproduced.

Existing Article 8(B)

8. (B) Notwithstanding Article 8(A), the Company may by Ordinary Resolution in General
Meeting give to the Directors a general authority, either unconditionally or subject to such conditions
as may be specified in the Ordinary Resolution, to issue shares (whether by way of rights, bonus or
otherwise) where:-

(a) the aggregate number of shares to be issued pursuant to such authority does not
exceed 50 per cent. (or such other limit as may be prescribed by the Singapore
Exchange Securities Trading Limited) of the issued share capital of the Company
for the time being, of which the aggregate number of shares to be issued other
than on a pro-rata basis to shareholders of the Company does not exceed 20 per
cent. (or such other limit as may be prescribed by the Singapore Exchange
Securities Trading Limited) of the issued share capital of the Company for the time
being; and

(b) unless previously revoked or varied by the Company in General Meeting, such
authority to issue shares does not continue beyond the conclusion of the Annual
General Meeting of the Company next following the passing of the Ordinary
Resolution or the date by which such Annual General Meeting is required to be
held, or the expiration of such other period as may be prescribed by the Statutes
(whichever is the earliest).

Proposed Alterations to Existing Article 8(B)

By deleting Article 8(B) in its entirety and substituting therefor the following:

8. (B) Notwithstanding Article 8(A), the Company may by Ordinary Resolution in General
Meeting give to the Directors a general authority, either unconditionally or subject to such conditions
as may be specified in the Ordinary Resolution, to:-

(a) (i) issue shares in the capital of the Company (“shares”) whether by way of
rights, bonus or otherwise; and/or

(ii) make or grant offers, agreements or options (collectively, “Instruments”) that
might or would require shares to be issued, including but not limited to the
creation and issue of (as well as adjustments to) warrants, debentures or
other instruments convertible into shares; and

(b) (notwithstanding the authority conferred by the Ordinary Resolution may have
ceased to be in force) issue shares in pursuance of any Instrument made or
granted by the Directors while the Ordinary Resolution was in force, 

provided that:-

(1) the aggregate number of shares to be issued pursuant to the Ordinary Resolution
(including shares to be issued in pursuance of Instruments made or granted
pursuant to the Ordinary Resolution) does not exceed 50 per cent. (or such other
limit as may be prescribed by the Singapore Exchange Securities Trading Limited)
of the issued share capital of the Company (as calculated in accordance with sub-
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paragraph (2) below), of which the aggregate number of shares to be issued other
than on a pro-rata basis to shareholders of the Company (including shares to be
issued in pursuance of Instruments made or granted pursuant to the Ordinary
Resolution) does not exceed 20 per cent. (or such other limit as may be
prescribed by the Singapore Exchange Securities Trading Limited) of the issued
share capital of the Company (as calculated in accordance with sub-paragraph (2)
below);

(2) (subject to such manner of calculation as may be prescribed by the Singapore
Exchange Securities Trading Limited) for the purpose of determining the
aggregate number of shares that may be issued under sub-paragraph (1) above,
the percentage of issued share capital shall be based on the issued share capital
of the Company at the time that the Ordinary Resolution is passed, after adjusting
for:-

(i) new shares arising upon the conversion or exercise of any convertible
securities or share options or vesting of share awards which are
outstanding or subsisting at the time that the Ordinary Resolution is
passed; and

(ii) any subsequent consolidation or subdivision of shares;

(3) in exercising the authority conferred by the Ordinary Resolution, the Company
shall comply with the provisions of the Listing Manual of the Singapore Exchange
Securities Trading Limited for the time being in force (unless such compliance is
waived by the Singapore Exchange Securities Trading Limited) and these
presents; and

(4) (unless revoked or varied by the Company in General Meeting) the authority
conferred by the Ordinary Resolution shall not continue in force beyond the
conclusion of the Annual General Meeting of the Company next following the
passing of the Ordinary Resolution, or the date by which such Annual General
Meeting of the Company is required by law to be held, or the expiration of such
other period as may be prescribed by the Statutes (whichever is the earliest).

Existing Article 10

10. The Company may reduce its share capital or any capital redemption reserve fund, share
premium account or other undistributable reserve in any manner and with and subject to any incident
authorised and consent required by law.

Proposed Alterations to Existing Article 10

By deleting Article 10 in its entirety and substituting therefor the following:

10. (A) The Company may reduce its share capital or any capital redemption reserve fund,
share premium account or other undistributable reserve in any manner and with and subject to any
incident authorised and consent required by law. Without prejudice to the generality of the foregoing,
upon cancellation of any share purchased or otherwise acquired by the Company pursuant to these
presents, the nominal amount of the issued share capital of the Company shall be diminished by the
nominal amount of the share so cancelled.
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(B) The Company may, subject to and in accordance with the Act, purchase or otherwise
acquire shares in the issued share capital of the Company on such terms and in such manner as the
Company may from time to time think fit. If required by the Act, any share which is so purchased or
acquired by the Company shall be deemed to be cancelled immediately on purchase or acquisition
by the Company. On the cancellation of any share as aforesaid, the rights and privileges attached to
that share shall expire. In any other instance, the Company may deal with any such share which is
so purchased or acquired by it in such manner as may be permitted by, and in accordance with, the
Act.

Existing Article 18

18. Subject to the payment of all or any part of the stamp duty payable (if any) on each share
certificate prior to the delivery thereof which the Directors in their absolute discretion may require,
every person whose name is entered as a member in the Register of Members shall be entitled to
receive, within ten Market Days of the closing date of any application for shares (or such other period
as may be approved by any Stock Exchange upon which shares in the Company may be listed) or
within 15 Market Days after the date of lodgement of a registrable transfer (or such other period as
may be approved by any Stock Exchange upon which shares in the Company may be listed), one
certificate for all his shares of any one class or several certificates in reasonable denominations each
for a part of the shares so allotted or transferred. Where such a member transfers part only of the
shares comprised in a certificate or where such a member requires the Company to cancel any
certificate or certificates and issue new certificates for the purpose of subdividing his holding in a
different manner, the old certificate or certificates shall be cancelled and a new certificate or
certificates for the balance of such shares issued in lieu thereof and such member shall pay all or
any part of the stamp duty payable (if any) on each share certificate prior to the delivery thereof
which the Directors in their absolute discretion may require and a maximum fee of $2 for each new
certificate or such other fee as the Directors may from time to time determine having regard to any
limitation thereof as may be prescribed by any Stock Exchange upon which the shares in the
Company may be listed.

Proposed Alterations to Existing Article 18

By deleting Article 18 in its entirety and substituting therefor the following:

18. Subject to the payment of all or any part of the stamp duty payable (if any) on each share
certificate prior to the delivery thereof which the Directors in their absolute discretion may require,
every person whose name is entered as a member in the Register of Members shall be entitled to
receive, within ten Market Days (or such other period as may be approved by any Stock Exchange
upon which the shares in the Company may be listed) of the closing date of any application for
shares or, as the case may be, the date of lodgement of a registrable transfer, one certificate for all
his shares of any one class or several certificates in reasonable denominations each for a part of the
shares so allotted or transferred. Where such a member transfers part only of the shares comprised
in a certificate or where such a member requires the Company to cancel any certificate or certificates
and issue new certificates for the purpose of subdividing his holding in a different manner, the old
certificate or certificates shall be cancelled and a new certificate or certificates for the balance of
such shares issued in lieu thereof and such member shall pay all or any part of the stamp duty
payable (if any) on each share certificate prior to the delivery thereof which the Directors in their
absolute discretion may require and a maximum fee of $2 for each new certificate or such other fee
as the Directors may from time to time determine having regard to any limitation thereof as may be
prescribed by any Stock Exchange upon which the shares in the Company may be listed.

Existing Article 135

135. In accordance with the provisions of the Act, the Directors shall cause to be prepared and to
be laid before the Company in General Meeting such profit and loss accounts, balance sheets, group
accounts (if any) and reports as may be necessary. The interval between the close of a financial year
of the Company and the issue of accounts relating thereto shall not exceed five months.
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Proposed Alterations to Existing Article 135

By deleting Article 135 in its entirety and substituting therefor the following:

135. In accordance with the provisions of the Act, the Directors shall cause to be prepared and to
be laid before the Company in General Meeting such profit and loss accounts, balance sheets, group
accounts (if any) and reports as may be necessary. The interval between the close of a financial year
of the Company and the issue of accounts relating thereto shall not exceed four months.

Existing Article 145

145. On a voluntary winding up of the Company, no commission or fee shall be paid to a Liquidator
without the prior approval of the members in General Meeting. The amount of such commission or
fee shall be notified to all members not less than seven days prior to the Meeting at which it is to be
considered.

Proposed Alterations to Existing Article 145

By deleting Article 145 in its entirety.

Existing Heading “ALTERATION OF ARTICLES” and Existing Article 149

ALTERATION OF ARTICLES

149. Where these presents have been approved by any Stock Exchange upon which shares in the
Company may be listed, no provisions of these presents shall be deleted, amended or added without
the prior written approval of such Stock Exchange which had previously approved these presents.

Proposed Alterations to the Existing Heading “ALTERATION OF ARTICLES” and Existing Article 149

By deleting the heading “ALTERATION OF ARTICLES” before Article 149 and Article 149 in their
entirety.
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THE NEW SHAREHOLDERS MANDATE

1. Chapter 9 of the New Listing Manual

1.1 Chapter 9 of the new listing manual (the “New Listing Manual”) of the Singapore Exchange
Securities Trading Limited (“SGX-ST”) governs transactions by a listed company, as well as
transactions by its subsidiaries and associated companies that are considered to be at risk,
with the listed company’s interested persons. When this Chapter applies to a transaction and
the value of that transaction alone or in aggregation with other transactions conducted with the
interested person during the financial year reaches, or exceeds, certain materiality thresholds,
the listed company is required to make an immediate announcement, or to make an immediate
announcement and seek its shareholders’ approval for that transaction.

1.2 Except for certain transactions which, by reason of the nature of such transactions, are not
considered to put the listed company at risk to its interested person and hence are excluded
from the ambit of Chapter 9 of the New Listing Manual, immediate announcement and
shareholders’ approval would be required in respect of transactions with interested persons if
certain financial thresholds (which are based on the value of the transaction as compared with
the listed company’s latest audited consolidated net tangible assets (“NTA”)) are reached or
exceeded. In particular, shareholders’ approval is required for an interested person transaction
of a value equal to, or which exceeds:

(a) 5% of the listed company’s latest audited consolidated NTA; or

(b) 5% of the listed company’s latest audited consolidated NTA, when aggregated with other
transactions entered into with the same interested person (as such term is construed
under Chapter 9 of the New Listing Manual) during the same financial year.

1.3 Based on the latest audited consolidated accounts of SembCorp Marine Ltd (“SembCorp
Marine”) and its subsidiaries (the “SembCorp Marine Group”) for the financial year ended
December 31, 2002, the consolidated NTA of the SembCorp Marine Group was
S$928,564,000. In relation to SembCorp Marine, for the purposes of Chapter 9 of the New
Listing Manual, in the current financial year and until such time as the consolidated audited
accounts of the SembCorp Marine Group for the financial year ending December 31, 2003 are
published, 5% of the latest audited consolidated NTA of the SembCorp Marine Group would be
S$46,428,200.

1.4 Chapter 9 of the New Listing Manual permits a listed company, however, to seek a mandate
from its shareholders for recurrent transactions of a revenue or trading nature or those
necessary for its day-to-day operations such as the purchase and sale of supplies and
materials (but not in respect of the purchase or sale of assets, undertakings or businesses)
that may be carried out with the listed company’s interested persons.

1.5 Under the New Listing Manual:

(a) an “entity at risk” means:

(i) the listed company;

(ii) a subsidiary of the listed company that is not listed on the SGX-ST or an
approved exchange; or

(iii) an associated company of the listed company that is not listed on the 
SGX-ST or an approved exchange, provided that the listed company and/or its
subsidiaries (the “listed group”), or the listed group and its interested person(s),
has control over the associated company;
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(b) an “interested person” means a director, chief executive officer or controlling
shareholder of the listed company or an associate of such director, chief executive
officer or controlling shareholder;

(c) an “associate” in relation to an interested person who is a director, chief executive
officer or controlling shareholder includes an immediate family member (that is, the
spouse, child, adopted-child, step-child, sibling or parent) of such director, chief
executive officer or controlling shareholder, the trustees of any trust of which the
director/his immediate family, the chief executive officer/his immediate family or
controlling shareholder/his immediate family is a beneficiary or, in the case of a
discretionary trust, is a discretionary object, and any company in which the director/his
immediate family, the chief executive officer/his immediate family or controlling
shareholder/his immediate family has an aggregate interest (directly or indirectly) of 30%
or more, and, where a controlling shareholder is a corporation, its subsidiary or holding
company or fellow subsidiary or a company in which it and/or they have (directly or
indirectly) an interest of 30% or more;

(d) an “approved exchange” means a stock exchange that has rules which safeguard the
interests of shareholders against interested person transactions according to similar
principles to Chapter 9 of the New Listing Manual; and

(e) an “interested person transaction” means a transaction between an entity at risk and
an interested person.

2. Rationale for the New Shareholders Mandate

2.1 It is envisaged that in the ordinary course of their businesses, transactions between companies
in the EAR Group (as defined below) and SembCorp Marine’s interested persons are likely to
occur from time to time. Such transactions would include, but are not limited to, the provision
of goods and services in the ordinary course of business of the EAR Group to SembCorp
Marine’s interested persons or the obtaining of goods and services from them.

2.2 In view of the time-sensitive nature of commercial transactions, the obtaining of a new
mandate (the “New Shareholders Mandate”) pursuant to Chapter 9 of the New Listing Manual
will enable:

(a) SembCorp Marine;

(b) subsidiaries of SembCorp Marine (excluding other subsidiaries listed on the SGX-ST or
an approved exchange); and 

(c) associated companies of SembCorp Marine (other than an associated company that is
listed on the SGX-ST or an approved exchange) over which the SembCorp Marine
Group, or the SembCorp Marine Group and interested person(s) of SembCorp Marine
has or have control,

(together, the “EAR Group”), or any of them, in the ordinary course of their businesses, to
enter into the categories of transactions (“Interested Person Transactions”) set out in
paragraph 6 below with the specified classes of SembCorp Marine’s interested persons (the
“Interested Persons”) set out in paragraph 5.1 below, provided such Interested Person
Transactions are made on normal commercial terms.
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3. Scope of the New Shareholders Mandate

3.1 The EAR Group engages in a wide range of activities which include the following principal
activities for which the New Shareholders Mandate is sought:

(a) ship and rig conversion; ship and rig repair; ship and rig building; sale and purchase of
vessels; offshore engineering; metal and steel fabrication; design and procurement
services; project management services;

(b) ancillary services such as the supply of equipment rental services; bulk trading in
materials and copper slag; the processing and distribution of copper slag for grit blasting
and building; cleaning and maintenance of industrial premises and buildings; marine,
general electronic and electrical works and general contracting services; and

(c) provision of turnkey engineering and construction services for oil and gas industries.

3.2 The New Shareholders Mandate will not cover any transaction by a company in the EAR
Group with an Interested Person that is below S$100,000 in value as the threshold and
aggregation requirements of Chapter 9 of the New Listing Manual would not apply to such
transactions.

3.3 Transactions with interested persons (including the Interested Persons) that do not fall within
the ambit of the New Shareholders Mandate will be subject to the relevant provisions of
Chapter 9 of the New Listing Manual and/or other applicable provisions of the New Listing
Manual.

4. Benefit to Shareholders

The New Shareholders Mandate (and its subsequent renewal thereafter on an annual basis)
will enhance the ability of companies in the EAR Group to pursue business opportunities which
are time-sensitive in nature, and will eliminate the need for SembCorp Marine to announce, or
to announce and convene separate general meetings on each occasion to seek Shareholders’
prior approval for the entry by the relevant company in the EAR Group into such transactions.
This will substantially reduce the expenses associated with the convening of general meetings
on an ad hoc basis, improve administrative efficacy considerably, and allow manpower
resources and time to be channelled towards attaining other corporate objectives.

5. Classes of Interested Persons

5.1 The New Shareholders Mandate will apply to the Interested Person Transactions (as described
in paragraph 6 below) which are carried out with the following classes of Interested Persons:

(a) Temasek Holdings (Private) Limited and its associates (excluding Singapore
Technologies Pte Ltd (“STPL”) and SembCorp Industries Ltd (“SembCorp Industries”)
and their respective associates) (the “Temasek Group”);

(b) STPL and its associates (the “STPL Group”);

(c) SembCorp Industries and its associates (the “SembCorp Industries Group”); and

(d) Directors, Chief Executive Officer(s) and controlling shareholders of SembCorp Marine
(other than the controlling shareholders described in sub-paragraphs (a), (b) and (c)
above) and their respective associates.

5.2 Transactions with Interested Persons which do not fall within the ambit of the New
Shareholders Mandate shall be subject to the relevant provisions of Chapter 9 of the New
Listing Manual.

20



APPENDIX 2

21

6. Categories of Interested Person Transactions

The Interested Person Transactions with the Interested Persons (as described in paragraph 5.1
above) which will be covered by the New Shareholders Mandate and the benefits to be derived
therefrom are set out below:

(a) General Transactions

This category relates to general transactions (“General Transactions”) in connection
with the provision to, or the obtaining from, Interested Persons of products and services
in the normal course of business of the EAR Group (as more particularly described in
paragraph 3.1 above) or which are necessary for the day-to-day operations of the EAR
Group comprising the following:

(i) the provision of ship and rig building, ship and rig conversion and repair services;

(ii) the provision of offshore oil and gas engineering, procurement, construction,
installation and commissioning services for offshore platforms, modules and
floating production systems services;

(iii) the provision of complete Floating Production Storage and Offloading (FPSO)
facilities, including FPSO hull conversion, topside, turret and mooring system
fabrication and installation, integration of marine and process controls and
instrumentation systems;

(iv) the provision of project management services;

(v) the sale and purchase of vessels;

(vi) the obtaining and provision of construction and design consultancy services
(covering architectural, structural, mechanical, civil, electrical and land/quantity
surveying) for purposes of meeting the construction and engineering requirements
of SembCorp Marine;

(vii) the fabrication of steelwork structure, pipe fittings and painting for the marine
industry;

(viii) the leasing and rental (as lessor and lessee) of equipment, land parcels or office
space used in connection with the services provided;

(ix) the provision of marine, general electronic and electrical works and general
contracting services;

(x) the provision of ancillary services such as bulk trading in materials and the
cleaning and maintenance of industrial premises, buildings and installations;

(xi) the obtaining or the purchase of electronic and engineering equipment, computer
maintenance and systems, software licences and information technology services,
logistic services and insurances;

(xii) the collection and treatment of used copper slag and the processing and
distribution of copper slag for blast cleaning purposes;

(xiii) the production and sale of concrete products;

(xiv) the provision of turnkey contracting services in marine automation, switchboard
fabricators, motor and generators refurbishing, HVAC and industrial electronic
boards assembly and any of the businesses of engineering and electricians
(metalwork specialists and machinery fitting);
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(xv) shipowners and the provision of specialist marine services;

(xvi) the provision of corrosion control services (including blasting and painting) and
equipment trading;

(xvii) the provision of factoring services to in-house sub-contractors;

(xviii) the provision of harbour tug services;

(xix) the obtaining of electricity and steam and other power sources and utilities;

(xx) the obtaining of industrial and commercial waste collection services;

(xxi) the obtaining of printing or publishing services;

(xxii) the purchase of airline tickets; and

(xxiii) the provision or the obtaining of such other products and/or services which are
incidental to or in connection with the provision or obtaining of products and/or
services in sub-paragraphs (i) to (xxii) above.

The transactions set out in paragraphs (i) to (vii) arise in the normal course of business
of SembCorp Marine, while those set out in paragraphs (viii) to (xxiii) are necessary for
the day-to-day operations of SembCorp Marine.

The EAR Group will benefit from having access to competitive quotes from the different
companies in the different industries within the Temasek Group, the STPL Group and the
SembCorp Industries Group in addition to obtaining quotes from, or transacting with,
non-Interested Persons.

(b) Treasury Transactions

Treasury transactions (“Treasury Transactions”) comprise (a) the placement of funds
with any Interested Person, (b) the borrowing of funds from any Interested Person, (c)
the entry into with any Interested Person of forex, swap and option transactions for
hedging purposes and (d) the subscription of debt securities or preference shares
issued by any Interested Person and the issue of debt securities or preference shares to
any Interested Person and the buying from, or the selling to, any Interested Person of
debt securities or preference shares.

The EAR Group can benefit from competitive rates and quotes in an expedient manner
on the placement of funds with, the borrowings from, the entry into forex, swap and
option transactions with, and the subscription and purchase of debt securities or
preference shares issued by, or the issue of debt securities or preference shares to, any
Interested Person.

(c) Management Support Services

The EAR Group may, from time to time, receive management and support services from
its Interested Persons in the areas of finance, treasury, investment risk review,
governmental relations, strategic development, management information systems, and
human resources management and development (“Management Support Services”).
By having access to and providing such management support, the EAR Group will
derive operational and financial leverage in its dealings with third parties as well as
benefits from the global network of its Interested Persons.
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7. Review Procedures for Interested Person Transactions

7.1 The EAR Group has established the following procedures to ensure that Interested Person
Transactions are undertaken on an arm’s length basis and on normal commercial terms:

7.1.1 General Transactions

Review Procedures

In general, there are procedures established by the EAR Group to ensure that General
Transactions with Interested Persons are undertaken on an arm’s length basis and on
normal commercial terms consistent with the EAR Group’s usual business practices and
policies, which are generally no more favourable to the Interested Persons than those
extended to unrelated third parties.

In particular, the following review procedures have been put in place.

(a) Provision of Services or the Sale of Products

The review procedures are:

(i) all contracts entered into or transactions with Interested Persons are to be
carried out at the prevailing market rates or prices of the service or product
providers, on terms which are no more favourable to the Interested Person
than the usual commercial terms extended to unrelated third parties
(including, where applicable, preferential rates/prices/discounts accorded to
corporate customers or for bulk purchases) or otherwise in accordance with
applicable industry norms; and

(ii) where the prevailing market rates or prices are not available due to the
nature of service to be provided or the product to be sold, the EAR Group’s
pricing for such services to be provided or products to be sold to Interested
Persons is determined in accordance with the EAR Group’s usual business
practices and pricing policies, consistent with the usual margin to be
obtained by the EAR Group for the same or substantially similar type of
contract or transaction with unrelated third parties. In determining the
transaction price payable by Interested Persons for such services or
products, factors such as, but not limited to, quantity, volume, consumption,
customer requirements, specifications, duration of contract and strategic
purposes of the transaction will be taken into account; and

(b) Obtaining of Services or the Purchasing of Products

The review procedures are:

(i) all contracts entered into or transactions with Interested Persons are to be
carried out by obtaining quotations (wherever possible or available) from at
least two other unrelated third party suppliers for similar quantities and/or
quality of services or products, prior to the entry into of the contract or
transaction with the Interested Person, as a basis for comparison to
determine whether the price and terms offered by the Interested Person are
fair and reasonable and comparable to those offered by other unrelated
third parties for the same or substantially similar type of services or
products. In determining whether the price and terms offered by the
Interested Person are fair and reasonable, factors such as, but not limited
to, delivery schedules, specification compliance, track record, experience
and expertise, and where applicable, preferential rates, rebates or discounts
accorded for bulk purchases, will also be taken into account; and
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(ii) in the event that such competitive quotations cannot be obtained (for
instance, if there are no unrelated third party vendors of similar products or
services, or if the product is a proprietary item), the senior management
staff of the relevant company in the EAR Group (with no interest, direct or
indirect in the transaction), will determine whether the price and terms
offered by the Interested Person are fair and reasonable.

Threshold Limits 

In addition to the review procedures, the EAR Group will supplement its internal systems
to ensure that General Transactions are undertaken with Interested Persons on an arm’s
length basis and on normal commercial terms as follows:

(i) a Category 1 transaction is one where the EAR Group’s proportionate share in a
transaction with an Interested Person is in excess of S$50 million, except that in
the case of sale and purchase of vessels, the EAR Group’s proportionate share in
such a transaction with an Interested Person is one in excess of S$5 million; and

(ii) a Category 2 transaction is one where the EAR Group’s proportionate share in a
transaction with an Interested Person is above S$100,000 but below or equal to
S$50 million, except that in the case of sale and purchase of vessels, the EAR
Group’s proportionate share in such a transaction with an Interested Person is
one below or equal to S$5 million.

Category 1 transactions must be approved by the audit committee of SembCorp Marine
(the “Audit Committee”) prior to being contracted. Category 2 transactions need not
have the prior approval of the Audit Committee but shall be reviewed on a quarterly
basis by the Audit Committee.

7.1.2 Treasury Transactions

Review Procedures

In general, there are procedures established by the EAR Group to ensure that Treasury
Transactions with Interested Persons are undertaken on an arm’s length basis and on
normal commercial terms consistent with the EAR Group’s usual business practices and
policies, which are generally no more favourable to the Interested Persons than those
extended to unrelated third parties.

In particular, the following review procedures have been put in place.

(a) Placements

In relation to the placement with any Interested Person by the EAR Group of its
funds, SembCorp Marine will require that quotations shall be obtained from such
Interested Person and at least two banks for rates of deposits with such banks of
an equivalent amount, and for the equivalent period, of the funds to be placed by
the EAR Group. The EAR Group will only place its funds with such Interested
Person, provided that the terms quoted are no less favourable than the terms
quoted by such banks for equivalent amounts.

(b) Borrowings

In relation to the borrowing of funds from any Interested Person by the EAR
Group, SembCorp Marine will require that quotations shall be obtained from such
Interested Person and at least two banks for rates for loans from such banks of an
equivalent amount, and for the equivalent period, of the funds to be borrowed. The
EAR Group will only borrow funds from such Interested Person, provided that the
terms quoted are no less favourable than those quoted by such banks.
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(c) Debt Securities and Preference Shares

In relation to the subscription of debt securities or preference shares issued by, or
purchase of debt securities or preference shares from, Interested Persons, the
EAR Group will only enter into the subscription or purchase of such debt
securities or preference shares provided that the price(s) at which the EAR Group
subscribes for or purchases such debt securities or preference shares will not be
higher than the price(s) at which such debt securities or preference shares are
subscribed for or purchased by third parties.

In relation to the issue or sale to Interested Persons of debt securities or
preference shares, the EAR Group will only issue or sell such debt securities or
preference shares to Interested Persons provided that the price(s) at which the
EAR Group issues or sells such debt securities or preference shares will not be
lower than the price(s) at which such debt securities or preference shares are
issued or sold to third parties. The EAR Group will also comply with all applicable
laws and regulations in connection with the issue or sale of such debt securities
or preferences shares to Interested Persons.

For the purposes of the New Shareholders Mandate, the preference shares to be
subscribed or purchased from Interested Persons, or to be issued or sold to
Interested Persons, will not carry any voting rights, except in the circumstances
set out in Section 180(2)(a), (b) and (c) of the Companies Act.

(d) Forex, Swaps, Options  

In relation to forex, swaps and options transactions with any Interested Person by
the EAR Group, SembCorp Marine will require that rate quotations shall be
obtained from such Interested Person and at least two banks. The EAR Group will
only enter into such forex, swaps or options transactions with such Interested
Person provided that such terms quoted are no less favourable than the terms
quoted by such banks.

Threshold Limits

In addition to the foregoing, the following threshold limits (“Treasury Limits”) will be
applied to supplement the internal systems of the EAR Group to ensure that Treasury
Transactions are undertaken with Interested Persons on an arm’s length basis and on
normal commercial terms:

Type of  Treasury Transaction Treasury Limit (S$ million)

Placements 50

Borrowings 50

Subscription or Purchase of Debt Securities 50

Issue or Sale of Debt Securities and Preference Shares 50

Subscription or Purchase of Preference Shares 30

Forex, Swaps, Options 30

Where the EAR Group’s proportionate share in a transaction with an Interested Person
exceeds any of the Treasury Limits set out above, such transaction must be approved by
the Audit Committee prior to its entry. Where the EAR Group’s proportionate share in a
transaction is equal to or below any of the Treasury Limits set out above, such
transaction need not have the prior approval of the Audit Committee, but shall be
reviewed on a quarterly basis by the Audit Committee.
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7.1.3 Management Support Services

The EAR Group will satisfy itself that the costs for any Management Support Services
provided by any Interested Person shall be on an arm’s length and on normal
commercial basis and in accordance with any formula for such cost recovery agreed
with such Interested Person. Transactions exceeding the amount of S$1,000,000 must
be approved by the Audit Committee, and transactions equal to or below S$1,000,000
shall be reviewed on a quarterly basis by the Audit Committee.

7.2 SembCorp Marine will maintain a register of transactions carried out with Interested Persons
pursuant to the New Shareholders Mandate (recording the basis, including the quotations
obtained to support such basis, on which they were entered into), and SembCorp Marine’s
internal audit plan will incorporate a review of all transactions entered into in the relevant
financial year pursuant to the New Shareholders Mandate.

7.3 The Audit Committee of SembCorp Marine shall review these internal audit reports on
Interested Persons Transactions to ascertain that the established review procedures to monitor
Interested Person Transactions have been complied with.

7.4 If during these periodic reviews by the Audit Committee, the Audit Committee is of the view
that the review procedures as stated above have become inappropriate or insufficient in view
of changes to the nature of, or the manner in which, the business activities of the EAR Group
are conducted, SembCorp Marine will revert to Shareholders for a fresh mandate based on
new guidelines and review procedures to ensure that Interested Person Transactions will be on
an arm’s length and on normal commercial basis.

8. Validity Period of the New Shareholders Mandate

The New Shareholders Mandate will take effect from the passing of the ordinary resolution
relating thereto, and will (unless revoked or varied by SembCorp Marine in general meeting)
continue in force until the next Annual General Meeting of SembCorp Marine. Approval from
Shareholders will be sought for the renewal of the New Shareholders Mandate at the next
Annual General Meeting and at each subsequent Annual General Meeting of SembCorp
Marine, subject to satisfactory review by the Audit Committee of its continued application to the
transactions with Interested Persons.

9. Disclosure of Interested Person Transactions pursuant to New Shareholders Mandate

9.1 The Company will announce the aggregate value of transactions conducted with Interested
Persons pursuant to the New Shareholders Mandate for the quarterly financial periods which
the Company is required to report on pursuant to the New Listing Manual and within the time
required for the announcement of such report.

9.2 Disclosure will also be made in SembCorp Marine Annual Report of the aggregate value of
transactions conducted with Interested Persons pursuant to the New Shareholders Mandate
during the financial year, and in the Annual Reports for subsequent financial years that the
New Shareholders Mandate continues in force, in accordance with the requirements of
Chapter 9 of the New Listing Manual.

26



APPENDIX 3

LETTER FROM PRICEWATERHOUSECOOPERS CORPORATE FINANCE
PTE LTD TO THE INDEPENDENT DIRECTORS OF SEMBCORP MARINE LTD

LETTER FROM PRICEWATERHOUSECOOPERS CORPORATE FINANCE PTE LTD TO THE
INDEPENDENT DIRECTORS IN RESPECT OF THE PROPOSED ADOPTION OF A NEW
SHAREHOLDERS MANDATE FOR INTERESTED PERSON TRANSACTIONS

March 25, 2003

The Independent Directors of SembCorp Marine Ltd

Dear Sirs,

THE PROPOSED ADOPTION OF A NEW SHAREHOLDERS MANDATE FOR INTERESTED
PERSON TRANSACTIONS 

1. INTRODUCTION

This letter, which sets out PricewaterhouseCoopers Corporate Finance Pte Ltd’s (“PwCCF”)
opinion in relation to the proposed adoption of a new shareholders’ mandate (the “New
Shareholders Mandate”) for interested person transactions by SembCorp Marine Ltd
(“SembCorp Marine” or the “Company”), will form a part of the circular dated March 25, 2003
(the “Circular”), which provides, inter alia, the details of the New Shareholders Mandate and
the recommendation of the independent directors of the Company (“Independent Directors”)
thereon. Unless otherwise defined, all terms defined in the Circular shall have the same
meaning herein.

Under Chapter 9 of the listing manual of the Singapore Exchange Securities Trading Limited
(the “Listing Manual”), an issuer may seek a shareholders’ mandate from shareholders for
recurrent transactions of a revenue or trading nature or those necessary for its day-to-day
operations such as the purchase and sale of supplies and materials, but not in respect of the
purchase or sale of assets, undertakings or businesses. Transactions conducted under such a
shareholders’ mandate are not subject to the thresholds under Chapter 9 of the Listing Manual,
which requires shareholders’ approval and/or an immediate announcement in respect of the
transaction if the value of the transaction is equal to or exceeds certain thresholds as detailed
in paragraph 1.2 of Appendix 2 of the Circular.

The Directors envisaged that in the normal course of business of the EAR Group (as defined
below), transactions involving the sale, purchase, provision or supply of services and/or
products between the EAR Group and interested persons set out in paragraph 6 of Appendix 2
of the Circular (the “Interested Person Transactions”), will likely occur from time to time. As
such, the Directors are seeking the approval from Shareholders for the proposed adoption of
the New Shareholders Mandate for the EAR Group to enter, in their normal course of business,
into the Interested Person Transactions with the class of interested persons set out in
paragraph 5 of Appendix 2 of the Circular (the “Interested Persons”), provided that such
transactions were made at arm’s length and on the EAR Group’s normal commercial terms.

PwCCF has been appointed as the independent financial adviser to provide an opinion on
whether the methods or procedures set out in paragraph 7 of Appendix 2 of the Circular for
determining the prices of Interested Person Transactions are sufficient to ensure that the
Interested Person Transactions will be carried out on normal commercial terms, and will not be
prejudicial to the interests of the Company and its minority Shareholders.
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2. TERMS OF REFERENCE

PwCCF was engaged to express a view on whether the methods and procedures for
determining transaction prices are sufficient to ensure that the Interested Person Transactions
will be carried out on normal commercial terms, and will not be prejudicial to the interests of
the Company and its minority Shareholders.

It is not within our terms of reference to evaluate or comment on the merits and/or associated
risk, whether commercial, financial or otherwise of any Interested Person Transactions entered
into or about to be entered into, as well as transactions below $100,000 (see paragraph 3.2 of
this letter), and as such, we have not expressed an opinion thereon. Such evaluations or
comments are, and remain the sole responsibility of, the Directors although we may draw upon
their views or make such comments in respect thereof (to the extent deemed necessary or
appropriate by us) in arriving at our opinion.

In the course of our review, we have held discussions with certain Directors and the
management of the Company, and have examined information provided to us by the Company.
We have also relied on the information pertaining to the New Shareholders Mandate contained
in the Circular. We have not independently verified such information furnished by such
Directors and the management, whether written or verbal, and accordingly, cannot and do not
warrant the accuracy or completeness of such information. Nevertheless, the Directors have
confirmed that, to the best of their knowledge and belief, such information contained in the
Circular constitutes a full and accurate disclosure, in all material respects, of all material facts
on the Interested Person Transactions, and there is no other information or fact, the omission
of which would cause any such information contained in the Circular to be inaccurate,
incomplete or misleading in any material respect. We have not independently verified and have
assumed that all statements of fact, belief, opinion and intention made by the Directors in the
Circular have been reasonably made after due and careful enquiry. Whilst care has been
exercised in reviewing the information on which we have relied, we have not independently
verified the information but nevertheless made such enquiry and judgement as was deemed
necessary and have found no reason to doubt the accuracy of the information.

Our view is based on the prevailing market and economic conditions, information pertaining to
the New Shareholders Mandate provided in the Circular and information provided to us by the
Company as of the Latest Practicable Date. Hence, we do not assume any responsibility in
updating, revising or reaffirming our opinion should any subsequent development occur after
the Latest Practicable Date that may affect our opinion contained herein.

Our opinion is for the use and benefit of the Independent Directors in their deliberation on the
New Shareholders Mandate, and the recommendations made by the Independent Directors
shall remain the responsibility of the Independent Directors. Our opinion should not be relied
on as a recommendation to any Shareholder of the Company as to how the Shareholders
should vote on the New Shareholders Mandate or any matter related thereto. Each
Shareholder may have different investment objectives and considerations and should seek
professional advice.

Our opinion in relation to the New Shareholders Mandate should be considered in the
context of the entirety of this letter and the Circular.
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3. PROPOSED NEW SHAREHOLDERS MANDATE FOR INTERESTED PERSONS
TRANSACTIONS

The details of the New Shareholders Mandate can be found in Appendix 2 of the Circular.

3.1 Nature of the Interested Persons Transactions

The Interested Person Transactions with the Interested Persons which will be covered by
the New Shareholders Mandate and the benefits to be derived therefrom are set out
below:

3.1.1 General Transactions

This category relates to general transactions (“General Transactions”) in
connection with the provision to, or the obtaining from, Interested Persons of
products and services in the normal course of business of the EAR Group or
which are necessary for the day-to-day operations of the EAR Group comprising
the following:

(i) the provision of ship and rig building, ship and rig conversion and repair
services;

(ii) the provision of offshore oil and gas engineering, procurement,
construction, installation and commissioning services for offshore platforms,
modules and floating production systems services;

(iii) the provision of complete Floating Production Storage and Offloading
(FPSO) facilities, including FPSO hull conversion, topside, turret and
mooring system fabrication and installation, integration of marine and
process controls and instrumentation systems;

(iv) the provision of project management services;

(v) the sale and purchase of vessels;

(vi) the obtaining and provision of construction and design consultancy services
(covering architectural, structural, mechanical, civil, electrical and
land/quantity surveying) for purposes of meeting the construction and
engineering requirements of SembCorp Marine;

(vii) the fabrication of steelwork structure, pipe fittings and painting for the
marine industry;

(viii) the leasing and rental (as lessor and lessee) of equipment, land parcels or
office space used in connection with the services provided;

(ix) the provision of marine, general electronic and electrical works and general
contracting services;

(x) the provision of ancillary services such as bulk trading in materials and the
cleaning and maintenance of industrial premises, buildings and
installations;

(xi) the obtaining or the purchase of electronic and engineering equipment,
computer maintenance and systems, software licences and information
technology services, logistic services and insurances;
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(xii) the collection and treatment of used copper slag and the processing and
distribution of copper slag for blast cleaning purposes;

(xiii) the production and sale of concrete products;

(xiv) the provision of turnkey contracting services in marine automation,
switchboard fabricators, motor and generators refurbishing, HVAC and
industrial electronic boards assembly and any of the businesses of
engineering and electricians (metalwork specialists and machinery fitting);

(xv) shipowners and the provision of specialist marine services;

(xvi) the provision of corrosion control services (including blasting and painting)
and equipment trading;

(xvii) the provision of factoring services to in-house sub-contractors;

(xviii) the provision of harbour tug services;

(xix) the obtaining of electricity and steam and other power sources and utilities;

(xx) the obtaining of industrial and commercial waste collection services;

(xxi) the obtaining of printing or publishing services;

(xxii) the purchase of airline tickets; and

(xxiii) the provision or the obtaining of such other products and/or services which
are incidental to or in connection with the provision or obtaining of products
and/or services in sub-paragraphs (i) to (xxii) above.

The transactions set out in paragraphs (i) to (vii) arise in the normal course of
business of SembCorp Marine, while those set out in paragraphs (viii) to (xxiii) are
necessary for the day-to-day operations of SembCorp Marine.

The EAR Group will benefit from having access to competitive quotes from the
different companies in the different industries within the Temasek Group, the STPL
Group and the SembCorp Industries Group in addition to obtaining quotes from,
or transacting with, non-Interested Persons.

3.1.2 Treasury Transactions

Treasury transactions (“Treasury Transactions”) comprise (a) the placement of
funds with any Interested Person, (b) the borrowing of funds from any Interested
Person, (c) the entry into with any Interested Person of forex, swap and option
transactions for hedging purposes and (d) the subscription of debt securities or
preference shares issued by any Interested Person and the issue of debt
securities or preference shares to any Interested Person and the buying from, or
the selling to, any Interested Person of debt securities or preference shares.

The EAR Group can benefit from competitive rates and quotes in an expedient
manner on the placement of funds with, the borrowings from, the entry into forex,
swap and option transactions with, and the subscription and purchase of debt
securities or preference shares issued by, or the issue of debt securities or
preference shares to, any Interested Person.
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3.1.3 Management Support Services

The EAR Group may, from time to time, receive management and support
services from its Interested Persons in the areas of finance, treasury, investment
risk review, governmental relations, strategic development, management
information systems, and human resources management and development
(“Management Support Services”). By having access to and providing such
management support, the EAR Group will derive operational and financial
leverage in its dealings with third parties as well as benefits from the global
network of its Interested Persons.

3.2 The New Shareholders Mandate will not cover any transaction by a company in the EAR
Group with an Interested Person that is below $100,000 in value as the threshold and
aggregation requirements of Chapter 9 of the Listing Manual would not apply to such
transactions.

3.3 Transactions with interested persons (including the Interested Persons) that do not fall
within the ambit of the New Shareholders Mandate will be subject to the relevant
provisions of Chapter 9 of the Listing Manual and/or other applicable provisions of the
Listing Manual.

3.4 Class of Interested Persons

The New Shareholders Mandate will apply to the Interested Person Transactions which
are carried out with the following classes of Interested Persons:

(a) Temasek Holdings (Private) Limited and its associates (excluding Singapore
Technologies Pte Ltd (“STPL”) and SembCorp Industries Ltd (“SembCorp
Industries”) and their respective associates) (the “Temasek Group”);

(b) STPL and its associates (the “STPL Group”);

(c) SembCorp Industries and its associates (the “SembCorp Industries Group”);
and

(d) Directors, Chief Executive Officer(s) and controlling shareholders of SembCorp
Marine (other than the controlling shareholders described in sub-paragraphs (a),
(b) and (c) above) and their respective associates.

4. EVALUATION OF THE REVIEW PROCEDURES FOR THE INTERESTED PERSON
TRANSACTIONS

In our evaluation and thereon opinion of the New Shareholders Mandate, we have given due
consideration to the following factors:

(i) the rationale and benefits of the New Shareholders Mandate; and

(ii) the review procedures for Interested Person Transactions.

4.1 Rationale and benefits of the New Shareholders Mandate

4.1.1 It is envisaged that in the ordinary course of their businesses, transactions
between companies in the EAR Group and the Interested Persons are likely to
occur from time to time. Such transactions would include, but are not limited to,
the provision of goods and services in the ordinary course of business of the EAR
Group to Interested Persons or the obtaining of goods and services from them.
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4.1.2 In view of the time-sensitive nature of commercial transactions, the obtaining of
the New Shareholders Mandate pursuant to Chapter 9 of the Listing Manual will
enable:

(a) SembCorp Marine;

(b) subsidiaries of SembCorp Marine (excluding other subsidiaries listed on the
SGX-ST or an approved exchange); and 

(c) associated companies of SembCorp Marine (other than an associated
company that is listed on the SGX-ST or an approved exchange) over
which the SembCorp Marine Group, or the SembCorp Marine Group and
interested person(s) of SembCorp Marine has or have control,

(together, the “EAR Group”), or any of them, in the ordinary course of their
businesses, to enter into Interested Person Transactions, set out in paragraph 6 of
Appendix 2 of the Circular with the Interested Persons, provided such Interested
Person Transactions are made on normal commercial terms.

4.1.3 The New Shareholders Mandate (and its subsequent renewal thereafter on an
annual basis) will enhance the ability of companies in the EAR Group to pursue
business opportunities which are time-sensitive in nature, and will eliminate the
need for SembCorp Marine to announce, or to announce and convene separate
general meetings on each occasion to seek Shareholders’ prior approval for the
entry by the relevant company in the EAR Group into, such transactions. This will
substantially reduce the expenses associated with the convening of general
meetings on an ad hoc basis, improve administrative efficacy considerably, and
allow manpower resources and time to be channelled towards attaining other
corporate objectives.

4.2 Review Procedures for Interested Person Transactions

The EAR Group has established the following procedures to ensure that Interested
Person Transactions are undertaken on an arm’s length basis and on normal commercial
terms:

4.2.1 General Transactions 

Review Procedures

In general, there are procedures established by the EAR Group to ensure that
General Transactions with Interested Persons are undertaken on an arm’s length
basis and on normal commercial terms consistent with the EAR Group’s usual
business practices and policies, which are generally no more favourable to the
Interested Persons than those extended to unrelated third parties.

In particular, the following review procedures have been put in place.

(a) Provision of Services or the Sale of Products

The review procedures are:

(i) all contracts entered into or transactions with Interested Persons are
to be carried out at the prevailing market rates or prices of the
service or product providers, on terms which are no more favourable
to the Interested Person than the usual commercial terms extended
to unrelated third parties (including, where applicable, preferential
rates/prices/discounts accorded to corporate customers or for bulk
purchases) or otherwise in accordance with applicable industry
norms; and
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(ii) where the prevailing market rates or prices are not available due to
the nature of service to be provided or the product to be sold, the
EAR Group’s pricing for such services to be provided or products to
be sold to Interested Persons is determined in accordance with the
EAR Group’s usual business practices and pricing policies,
consistent with the usual margin to be obtained by the EAR Group for
the same or substantially similar type of contract or transaction with
unrelated third parties. In determining the transaction price payable
by Interested Persons for such services or products, factors such as,
but not limited to, quantity, volume, consumption, customer
requirements, specifications, duration of contract and strategic
purposes of the transaction will be taken into account.

(b) Obtaining of Services or the Purchasing of Products

The review procedures are:

(i) all contracts entered into or transactions with Interested Persons are
to be carried out by obtaining quotations (wherever possible or
available) from at least two other unrelated third party suppliers for
similar quantities and/or quality of services or products, prior to the
entry into of the contract or transaction with the Interested Person,
as a basis for comparison to determine whether the price and terms
offered by the Interested Person are fair and reasonable and
comparable to those offered by other unrelated third parties for the
same or substantially similar type of services or products. In
determining whether the price and terms offered by the Interested
Person are fair and reasonable, factors such as, but not limited to,
delivery schedules, specification compliance, track record,
experience and expertise, and where applicable, preferential rates,
rebates or discounts accorded for bulk purchases, will also be taken
into account; and

(ii) in the event that such competitive quotations cannot be obtained (for
instance, if there are no unrelated third party vendors of similar
products or services, or if the product is a proprietary item), the
senior management staff of the relevant company in the EAR Group
(with no interest, direct or indirect in the transaction), will determine
whether the price and terms offered by the Interested Person are fair
and reasonable.

Threshold Limits 

In addition to the review procedures, the EAR Group will supplement its internal
systems to ensure that General Transactions are undertaken with Interested
Persons on an arm’s length basis and on normal commercial terms as follows:

(i) a Category 1 transaction is one where the EAR Group’s proportionate
share in a transaction with an Interested Person is in excess of $50 million,
except that in the case of sale and purchase of vessels, the EAR Group’s
proportionate share in such a transaction with an Interested Person is one
in excess of $5 million; and

(ii) a Category 2 transaction is one where the EAR Group’s proportionate
share in a transaction with an Interested Person is above $100,000 but
below or equal to $50 million, except that in the case of sale and purchase
of vessels, the EAR Group’s proportionate share in such a transaction with
an Interested Person is one below or equal to $5 million.
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Category 1 transactions must be approved by the audit committee of SembCorp
Marine (the “Audit Committee”) prior to being contracted. Category 2
transactions need not have the prior approval of the Audit Committee but shall be
reviewed on a quarterly basis by the Audit Committee.

4.2.2 Treasury Transactions

In general, there are procedures established by the EAR Group to ensure that
Treasury Transactions with Interested Persons are undertaken on an arm’s length
basis and on normal commercial terms consistent with the EAR Group’s usual
business practices and policies, which are generally no more favourable to the
Interested Persons than those extended to unrelated third parties.

In particular, the following review procedures have been put in place.

(a) Placements

In relation to the placement with any Interested Person by the EAR Group
of its funds, SembCorp Marine will require that quotations shall be obtained
from such Interested Person and at least two banks for rates of deposits
with such banks of an equivalent amount, and for the equivalent period, of
the funds to be placed by the EAR Group. The EAR Group will only place
its funds with such Interested Person, provided that the terms quoted are
no less favourable than the terms quoted by such banks for equivalent
amounts.

(b) Borrowings

In relation to the borrowing of funds from any Interested Person by the EAR
Group, SembCorp Marine will require that quotations shall be obtained from
such Interested Person and at least two banks for rates for loans from such
banks of an equivalent amount, and for the equivalent period, of the funds
to be borrowed. The EAR Group will only borrow funds from such Interested
Person, provided that the terms quoted are no less favourable than those
quoted by such banks.

(c) Debt Securities and Preference Shares

In relation to the subscription of debt securities or preference shares issued
by, or purchase of debt securities or preference shares from, Interested
Persons, the EAR Group will only enter into the subscription or purchase of
such debt securities or preference shares provided that the price(s) at
which the EAR Group subscribes for or purchases such debt securities or
preference shares will not be higher than the price(s) at which such debt
securities or preference shares are subscribed for or purchased by third
parties.

In relation to the issue or sale to Interested Persons of debt securities or
preference shares, the EAR Group will only issue or sell such debt
securities or preference shares to Interested Persons provided that the
price(s) at which the EAR Group issues or sells such debt securities or
preference shares will not be lower than the price(s) at which such debt
securities or preference shares are issued or sold to third parties. The EAR
Group will also comply with all applicable laws and regulations in
connection with the issue or sale of such debt securities or preferences
shares to Interested Persons.
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For the purposes of the New Shareholders Mandate, the preference shares
to be subscribed or purchased from Interested Persons, or to be issued or
sold to Interested Persons, will not carry any voting rights, except in the
circumstances set out in Section 180(2)(a), (b) and (c) of the Companies
Act.

(d) Forex, Swaps, Options 

In relation to forex, swaps and options transactions with any Interested
Person by the EAR Group, SembCorp Marine will require that rate
quotations shall be obtained from such Interested Person and at least two
banks. The EAR Group will only enter into such forex, swaps or options
transactions with such Interested Person provided that such terms quoted
are no less favourable than the terms quoted by such banks.

Threshold Limits

In addition to the foregoing, the following threshold limits (“Treasury Limits”) will
be applied to supplement the internal systems of the EAR Group to ensure that
Treasury Transactions are undertaken with Interested Persons on an arm’s length
basis and on normal commercial terms:

Type of  Treasury Transaction Treasury Limit (S$ million)

Placements 50

Borrowings 50

Subscription or Purchase of Debt Securities 50

Issue or Sale of Debt Securities and Preference Shares 50

Subscription or Purchase of Preference Shares 30

Forex, Swaps, Options 30

Where the EAR Group’s proportionate share in a transaction with an Interested
Person exceeds any of the Treasury Limits set out above, such transaction must
be approved by the Audit Committee prior to its entry. Where the EAR Group’s
proportionate share in a transaction is equal to or below any of the Treasury Limits
set out above, such transaction need not have the prior approval of the Audit
Committee, but shall be reviewed on a quarterly basis by the Audit Committee.

4.2.3 Management Support Services

The EAR Group will satisfy itself that the costs for any Management Support
Services provided by any Interested Person shall be on an arm’s length and on
normal commercial basis and in accordance with any formula for such cost
recovery agreed with such Interested Person. Transactions exceeding the amount
of $1,000,000 must be approved by the Audit Committee, and transactions equal
to or below $1,000,000 shall be reviewed on a quarterly basis by the Audit
Committee.

4.3 SembCorp Marine will maintain a register of transactions carried out with Interested
Persons pursuant to the New Shareholders Mandate (recording the basis, including the
quotations obtained to support such basis, on which they were entered into), and
SembCorp Marine’s internal audit plan will incorporate a review of all transactions
entered into in the relevant financial year pursuant to the New Shareholders Mandate.
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4.4 The Audit Committee of SembCorp Marine shall review these internal audit reports on
Interested Persons Transactions to ascertain that the established review procedures to
monitor Interested Person Transactions have been complied with.

4.5 If during these periodic reviews by the Audit Committee, the Audit Committee is of the
view that the review procedures as stated above have become inappropriate or
insufficient in view of changes to the nature of, or the manner in which, the business
activities of the EAR Group are conducted, SembCorp Marine will revert to Shareholders
for a fresh mandate based on new guidelines and review procedures to ensure that
Interested Person Transactions will be on an arm’s length and on normal commercial
basis.

5. Conclusion

In arriving at our opinion as to whether the methods and procedures for determining
transaction prices under the proposed New Shareholders Mandate are sufficient to ensure that
the transactions will be carried out on normal commercial terms and will not be prejudicial to
the interests of the Company and the minority Shareholders, we have considered the Directors’
rationale for and benefits of the New Shareholders Mandate, the review procedures adopted by
the Company in regard to the Interested Person Transactions and the role of the Audit
Committee.

Having regard to the foregoing, we are of the opinion that the current methods and
procedures for determining transaction prices under the New Shareholders Mandate, as
set out in paragraph 7 of Appendix 2 of the Circular, if adhered to strictly, are sufficient
to ensure that the transactions will be carried out on normal commercial terms and will
not be prejudicial to the interests of the Company and the minority Shareholders.

We have prepared this letter for the use of the Independent Directors of the Company in
connection with and for the purposes of their consideration of the New Shareholders Mandate.
This letter (or any part thereof) may not be reproduced, disseminated or quoted for any other
purpose except with PwCCF’s prior written consent in each specific case. The opinion is
governed by, and construed in accordance with, the laws of Singapore, and is strictly limited to
the matters stated herein and does not apply by implication to any other matter.

Yours truly
For and on behalf of
PricewaterhouseCoopers Corporate Finance Pte Ltd

Benjamin Kan
Managing Director
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SEMBCORP MARINE LTD
(Incorporated in the Republic of Singapore)

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of SembCorp Marine Ltd (the
“Company”) will be held at 29 Tanjong Kling Road Singapore 628054 on April 17, 2003 at 11.15 a.m.
(or as soon thereafter following the conclusion or adjournment of the 40th Annual General Meeting of
the Company to be held at 11.00 a.m. on the same day and at the same place) for the purpose of
considering and, if thought fit, passing with or without any modifications, the following Resolutions of
which Resolution 1 will be proposed as a Special Resolution and, Resolution 2 and Resolution 3 will
be proposed as Ordinary Resolutions:

Resolution 1: Special Resolution
The Proposed Alterations to the Articles of Association

That Articles 8(B), 10, 18, 135, 145 and 149 and the heading “ALTERATION OF ARTICLES” before
Article 149 of the Articles of Association of the Company be and are hereby altered in the manner
and to the extent as set out in Appendix 1 to the circular to shareholders dated March 25, 2003 (the
“Circular”).

Resolution 2: Ordinary Resolution
The Proposed Share Issue Mandate

That authority be and is hereby given to the Directors of the Company to:

(a) (i) issue shares (“shares”) in the capital of the Company whether by way of rights, bonus
or otherwise; and/or

(ii) make or grant offers, agreements or options (collectively, “Instruments”) that might or
would require shares to be issued, including but not limited to the creation and issue of
(as well as adjustments to) warrants, debentures or other instruments convertible into
shares,

at any time and upon such terms and conditions and for such purposes and to such persons
as the Directors may in their absolute discretion deem fit; and

(b) (notwithstanding the authority conferred by this Resolution may have ceased to be in force)
issue shares in pursuance of any Instrument made or granted by the Directors while this
Resolution was in force, 

provided that:

(1) the aggregate number of shares to be issued pursuant to this Resolution (including shares to
be issued in pursuance of Instruments made or granted pursuant to this Resolution) does not
exceed 50 per cent of the issued share capital of the Company (as calculated in accordance
with sub-paragraph (2) below), of which the aggregate number of shares  to  be  issued  other
than on a pro-rata basis to shareholders of the Company (including shares to be issued in
pursuance of Instruments made or granted pursuant to this Resolution) does not exceed 20
per cent of the issued share capital of the Company (as calculated in accordance with sub-
paragraph (2) below);

(2) (subject to such manner of calculation as may be prescribed by the Singapore Exchange
Securities Trading Limited (“SGX-ST”)) for the purpose of determining the aggregate number of
shares that may be issued under sub-paragraph (1) above, the percentage of issued share
capital shall be based on the issued share capital of the Company at the time this Resolution
is passed, after adjusting for:

(i) new shares arising from the conversion or exercise of any convertible securities or share
options or vesting of share awards which are outstanding or subsisting at the time this
Resolution is passed; and
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(ii) any subsequent consolidation or subdivision of shares;

(3) in exercising the authority conferred by this Resolution, the Company shall comply with the
provisions of the Listing Manual of the SGX-ST for the time being in force (unless such
compliance has been waived by the SGX-ST) and the Articles of Association for the time being
of the Company; and

(4) (unless revoked or varied by the Company in General Meeting) the authority conferred by this
Resolution shall continue in force until the conclusion of the next Annual General Meeting of
the Company or the date by which the next Annual General Meeting of the Company is
required by law to be held, whichever is the earlier.

Resolution 3: Ordinary Resolution
The Proposed Adoption of the New Shareholders Mandate

That:

(a) approval be and is hereby given, for the purposes of Chapter 9 of the Listing Manual (“Chapter
9”) of the SGX-ST, for the Company, its subsidiaries and associated companies that are
entities at risk (as that term is used in Chapter 9), or any of them, to enter into any of the
transactions falling within the types of interested person transactions described in Appendix 2
to the Circular with any party who is of the class of interested persons described in Appendix 2
to the Circular, provided that such transactions are made on normal commercial terms and in
accordance with the review procedures for such interested person transactions;

(b) the approval given in paragraph (1) above (the “New Shareholders Mandate”) shall, unless
revoked or varied by the Company in general meeting, continue in force until the conclusion of
the next Annual General Meeting of the Company; and

(c) the Directors of the Company be and are hereby authorised to complete and do all such acts
and things (including executing all such documents as may be required) as they may consider
expedient or necessary or in the interests of the Company to give effect to the New
Shareholders Mandate and/or this Resolution.

By Order of the Board

Lim Seh Li
Company Secretary

Singapore
March 25, 2003

Notes:

1. A member of the Company entitled to attend and vote at the above Meeting is entitled to appoint a proxy to attend and
vote on his behalf. Such proxy need not be a member of the Company.

2. The instrument appointing a proxy must be lodged at 30 Hill Street #05-04 Singapore 179360 not less than 48 hours
before the time appointed for the Extraordinary General Meeting.
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SEMBCORP MARINE LTD
(Incorporated in the Republic of Singapore)

PROXY FORM
Extraordinary General Meeting

I/We ..............................................................................................................................................(Name)

of ..............................................................................................................................................(Address)
being a member/members of SembCorp Marine Ltd (“SembCorp Marine” or the “Company”) hereby
appoint 

NRIC/ Proportion of
Name Address Passport Number Shareholding (%)

and/or (delete as appropriate)

as my/our proxy/proxies to attend and to vote for me/us on my/our behalf and, if necessary, to
demand a poll, at the Extraordinary General Meeting of the Company to be held on April 17, 2003 at
29 Tanjong Kling Road Singapore 628054 at 11.15 a.m. (or as soon thereafter following the
conclusion or adjournment of the 40th Annual General Meeting of the Company to be held at 11.00
a.m. on the same day and at the same place) and at any adjournment thereof.

(Please indicate with an “X” in the spaces provided whether you wish your vote(s) to be cast for or
against the resolutions as set out in the Notice of Extraordinary General Meeting. In the absence of
specific directions, the proxy/proxies will vote or abstain as he/they may think fit, as he/they will on
any other matter arising at the Extraordinary General Meeting.)

For Against

Resolution 1:  Special Resolution

To approve the proposed alterations to the Articles of Association.

Resolution 2:  Ordinary Resolution

To approve the proposed Share Issue Mandate.

Resolution 3:  Ordinary Resolution

To approve the proposed adoption of a New Shareholders Mandate.

Dated this , 2003.

Signature(s) of Member(s) or Common Seal

IMPORTANT:  PLEASE READ NOTES ON THE REVERSE 

IMPORTANT
1. For investors who have used their CPF moneys to buy shares

in the capital of SembCorp Marine Ltd, this Circular is
forwarded to them at the request of their CPF Approved
Nominees and is sent FOR INFORMATION ONLY.

2. This Proxy Form is not valid for use by such CPF investors
and shall be ineffective for all intents and purposes if used or
purported to be used by them.

�

Total number of Shares held



NOTES:

1. Please insert the total number of Shares held by you. If you have Shares entered against your name in the Depository
Register (as defined in Section 130A of the Companies Act, Chapter 50 of Singapore), you should insert that number
of Shares. If you have Shares registered in your name in the Register of Members, you should insert that number of
Shares. If you have Shares entered against your name in the Depository Register and Shares registered in your name
in the Register of Members, you should insert the aggregate number of Shares entered against your name in the
Depository Register and registered in your name in the Register of Members. If no number is inserted, the instrument
appointing a proxy or proxies shall be deemed to relate to all the Shares held by you.

2. A member of the Company entitled to attend and vote at a meeting of the Company is entitled to appoint one or two
proxies to attend and vote instead of him. A proxy need not be a member of the Company.

3. Where a member appoints two proxies, the appointments shall be invalid unless he specifies the proportion of his
shareholding (expressed as a percentage of the whole) to be represented by each proxy.

4. The instrument appointing a proxy or proxies must be deposited at 30 Hill Street #05-04 Singapore 179360 not less
than 48 hours before the time appointed for the Extraordinary General Meeting.

5. The instrument appointing a proxy or proxies must be under the hand of the appointor or of his attorney duly
authorised in writing. Where the instrument appointing a proxy or proxies is executed by a corporation, it must be
executed either under its seal or under the hand of an officer or attorney duly authorised.

6. A corporation which is a member may authorise by resolution of its directors or other governing body such person as it
thinks fit to act as its representative at the Extraordinary General Meeting, in accordance with Section 179 of the
Companies Act, Chapter 50 of Singapore.

General:

The Company shall be entitled to reject the instrument appointing a proxy or proxies if it is incomplete, improperly completed
or illegible or where the true intentions of the appointor are not ascertainable from the instructions of the appointor specified in
the instrument appointing a proxy or proxies. In addition, in the case of Shares entered in the Depository Register, the
Company may reject any instrument appointing a proxy or proxies lodged if the member, being the appointor, is not shown to
have Shares entered against his name in the Depository Register as at 48 hours before the time appointed for holding the
Extraordinary General Meeting, as certified by The Central Depository (Pte) Limited to the Company.




