Summary of dialogue sessions for Sembcorp Marine and Sembcorp Industries shareholders

BUERRE AR TR IXHE 2B (BSEE 7 2 12 T)

Virtual dialogue sessions were held for Sembcorp Marine (“SCM”) shareholders on Tuesday, 28 July
and Sembcorp Industries (“SCI”) shareholders on Wednesday, 29 July.

All shareholders were reminded that the EGMs for both companies will be conducted via a “live”
webcast and “live” audio-only stream. As such, all voting by shareholders will be done by appointing
the Chairman of the EGM as proxy via a proxy form. All shareholders were advised to take note that
the deadline for the submission of proxy forms for both companies is August 8 (SCM: 10am,
SCI: 1130am). Proxy forms are available on the companies’ websites:

e Sembcorp Marine: https://www.sembmarine.com/investor-relations/extraordinary-general-
meeting

e Sembcorp Industries: https://www.sembcorp.com/en/investor-relations/extraordinary-general-
meeting

Presentations delivered by companies at the dialogue sessions are available for download here and
include timelines of key dates:

e Sembcorp Marine: https://links.sgx.com/1.0.0/corporate-
announcements/4AGG3NUTD345DDSYR/7644f68dfcf19c69490064899a98f62137d565de87d
1f80b73c5fee9e9a82775

e Sembcorp Industries: https://links.sgx.com/1.0.0/corporate-
announcements/56N783QTAFQVI1M3F/2b70cd875a56dd1703d8b96e52c3d6e2f98a534efc8
8448787422f37a347f53d

Please refer to the following pages for the key shareholder questions and answers addressed at the
dialogue sessions.
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Key shareholder questions and answers addressed at dialogue sessions

SEMBCORP INDUSTRIES SHAREHOLDER QUESTIONS

1.

In good times, results of Sembcorp Marine are consolidated into financial accounts of its
parent company. However, in bad times, the investment is offloaded to its individual &
corporate shareholders. Is this fair?

To be clear, SCI shareholders such as yourselves, have always owned and participated in a
significant portion of SCM’s business indirectly via SCI’s shareholding in SCM.

SCI has been SCM’s single largest shareholder for more than 20 years. During this time, we have
weathered several major macroeconomic crises together, including the global financial crisis in
2008 and the oil crisis in 2014.

As a corporate, we regularly review our strategy, operations and investments for opportunities to
maximise value for our shareholders as the business environment changes. Since the last strategic
review, the macro economic landscape has changed significantly, and with this change and limited
business overlap between SCI and SCM, we believe that a clean demerger to create two separate,
focused companies is in the best interests of our shareholders.

As SCI shareholders, please note that the Rights Issue, if approved, will improve SCM’s cash
position, fund ongoing commitments, strengthen its balance sheet, and help the SCM Group
compete for new high-value projects and ensure its long-term viability.

It is important to understand that in this Transaction, SCI is supporting SCM by converting the
outstanding principal amount of S$1.5 billion under the S$2 billion subordinated loan extended to
SCM in 2019 ("Subordinated Loan") into an equity stake in SCM via a subscription for SCM shares
under the Rights Issue. This substantially recapitalises SCM'’s business, materially reduces its debt
servicing obligations, and puts it in a stronger position to ride out the current crisis as well as
enhances its competitiveness in the sector.

For SCI, the demerger will transform SCI into a focused Energy and Urban business. As SCI
shareholders, you will also receive value in the form of shares in a stronger recapitalised SCM
through the distribution in specie.

After the Proposed Distribution, the added benefit is that you will have the flexibility to directly decide
on how to deal with your SCM shares independently of your SCI shares, and manage your holdings
in both companies.

In summary, SCI shareholders will benefit from the Transaction in the following ways. You will have:

e Direct control over your interests in the two focused businesses

e Receive shares (without payment) in a recapitalised SCM

e Post demerger, both companies will have strong shareholder bases to support the respective
companies’ strategies and business models for the long term, with Temasek (which is
currently the single largest shareholder of SCI) as a direct and significant shareholder in both
companies

Please explain the sharp drop in NAV from $3.85 that was reported in FY19 to $3.19 in
FY1H20, so that we can understand the pro forma NAV post-demerger.

First, please note that the two numbers mentioned above are reported NAVs per SCI’s results
announcements and prior to the demerger. For the proforma financial effects of the Transaction,
please refer to Appendix A of SCI's circular dated 22 July 2020.

Next, the difference between the NAV at the end of FY2019 and the end of 1H2020 is about $0.66
per share or 66 cents per share (cps).



Of that 66cps difference, approximately $0.45 per share or 45 cps or more than two thirds came
from the redemption of our perpetual securities in the first half of this year. We redeemed $800m
of perpetual securities using debt, which is cheaper than the perpetual securities. Clearly this
increased our debt balance but we believe it to be in shareholders’ interest.

Second, the Group recorded a net loss of S$131 million in 1H2020 due to losses posted by the
Marine business as well as exceptional items totaling negative S$191 million. This is the
equivalent of about $0.07 per share or 7cps.

Third, there was a loss in other comprehensive income, which includes the fair value of cash-flow
hedges, of $169m, equivalent to about $0.10 per share or 10 cps.

And lastly, we paid a dividend of $0.03 per share or 3 cps.

(Note: another $0.01 per share or 1 cps is paid to perpetual securities holders.)

Given that "the Energy and Urban businesses generate relatively stable long-term cash
flow streams" (pg.36), what would the dividend policy be post-merger? Can shareholders

expect the dividends to be more like a typical utility company?

To clarify, the question is asking on our dividend policy post-demerger rather than post-merger.
Unfortunately, we would not be able to comment on that now.

If successful, post the demerger, the board and management of SCI will review and develop an
appropriate dividend policy.



SEMBCORP MARINE SHAREHOLDER QUESTIONS

1. With the recapitalization exercise, how certain is the management in securing any new
projects given the dearth of new business secured since 2015 and what project type is the
management focusing on?

e As highlighted in our presentation, we have a series of ongoing projects with a total contract
value amounting to S$6.5 billion. The work outstanding as at 30 June 2020 was S$1.9 billion.
In addition, our Repairs & Upgrades business has new orders for execution totalling about
S$280 million. To date, there has been no cancellation of any of these projects.

e | would like to show here a slide from our presentation Appendix that details the nature of our
Existing Projects Under Execution as at 30 June 2020. As you can see we have existing
projects in numerous key areas, across Renewables Solutions, Process Solutions, Gas
Solutions, Ocean living Solutions and Advanced Drilling Rig Solutions.

Renewables Solutions
* Hornsea 2 Offshore Wind Farm - Foundation Jackets and Topsides
¢ Formosa 2 Offshore Wind Farm - Foundation Jackets

Process Solutions
* Equinor Johan Castberg — Newbuild Floating Production, Storage and Offloading Vessel
*  Shell Vito — Newbuild Floating Production Unit (semi-submersible)
*  Shell Whale — Newbuild Floating Production Unit (semi-submersible)
* Gallaf Batch 2 Wellhead Platforms
*  Tupi P-71 — Newbuild Floating Production, Storage and Offloading Vessel
»  Shapoorji — Conversion of Floating Production, Storage and Offloading Vessel

Gas Solutions
*  MOL LNG Bunker Vessel
* Tyra Platforms and Bridges
*  TechnipFMC Karish — Newbuild Floating Production, Storage and Offloading Vessel
* Upgrade of Major Floating Storage & Regasification Units (FSRU) and Floating Storage
Units (FSU), including FSRU Karmol LNGT Powership Africa, FSRU Karmol LNGT
Powership Asia, FSU CNTIC VPower Energy and Torman Il (FSU)

Ocean Living Solutions
*  Full Battery-operating Roll-on, Roll-off passenger ferries (3 units)

Advanced Drilling Rig Solutions
* Transocean 1 Drillship
* Transocean 2 Drillship

e Despite the challenging business environment, we have been able to secure S$1.5 hillion of
new orders last year. Of this, some S$530 million relates to new orders for cleaner energy
solutions, such as offshore wind farms. This effectively shows our increasing traction in green
energy solutions.

e Going forward, we have resumed discussions on several project opportunities. While the
market for drilling solutions remains very challenging, there are opportunities for production
solutions, such as FPSOs (Floating Production, Storage, Offloading) vessels, and other floating
production solutions. In May 2020, SCM’s 50%-owned technology company, Aragon AS, firmed
up contracts with Yinson to undertake the engineering, procurement and construction of seven
modules for gas treatment, gas compression, utilities and flare systems for the FPSO Anna
Nery.

¢ In addition, the Renewables Solution segment, especially Offshore Wind Farm, remains
promising. According to market analysts, the Offshore Wind market is projected to grow



significantly over the next 30 years, with investments reaching US$1.5 trillion. Company will
focus on gaining further traction in this segment.

e Presently, we are constructing two substation platform topsides and accompanying jackets for
the 1.4-gigawatt (GW) Hornsea 2, the world’s largest offshore wind farm, located in the UK
North Sea. And just a few weeks ago in early July, SCM, together with its consortium partner
GE’s Grid Solutions, was appointed by RWE Renewables as the preferred supplier of the HYDC
electrical transmission system for the 1.4GW Sofia Offshore Wind Farm, also in the UK North
Sea.

e We continue to see opportunities for other solutions segments, such as gas value chains
solutions and ocean living solutions. We are currently building three zero-emission, battery-
powered ROPAX ferries for short-sea connections in Norway. Quark Expeditions’ new 340-pax
polar expedition vessel Ultramarine, designed by our subsidiary LMG Marin, was launched
successfully at the Brodosplit Shipyard in May 2020.

e Aswe have discussed in our presentation, moving forward, we will focus strategically on these
areas:

o Proactive diversification and expansion into new and existing markets;

o Strategic strengthening of our yard capabilities; and

o Innovation development through investment in intellectual property, technology and
solutions that give us a differentiated edge.

e We are confident these strategies will boost our long-term financial viability and generate
sustainable returns for shareholders.

e Should the Proposed Transaction succeed, we will have an improved cash position and
strengthened balance sheet, which will enable us to better compete for high-value projects
going forward.

With Covid-19 pandemic, what is SCM doing to ensure survival? Has the management
implemented cost cutting measures? What are these cost cutting measures? When did the
company start implementing them? Are the Directors and CEO going to support the Rights
Issue?

e The Offshore & Marine industry downturn started in 2015 with the oil price crash. Since then,
SCM Group has been exercising stringent control over costs and cash flow. We have limited
our CAPEX to essential investment for executing our projects. Against our 2015 CAPEX at
SS$905 million, SCM’s CAPEX has trended down steadily to S$343 million in 2018 and S$58
million in 1H2020.

e We have also been actively optimising our manpower resources. In 2016, our headcount was
reduced to about 11,200 workers. This has since been lowered further to 8,400 workers as at
July 2020.

e In 2017, we implemented a salary freeze, with middle and senior management also accepting
a salary reduction. This continued into 2018. Last year, other than the wage freeze, we
implemented shorter work months and suspended long-term staff incentives. And in the current
year, wage freeze, salary reduction and suspension of long-term incentives are ongoing. Salary
reductions, in particular, are now implemented across the entire Group, including our overseas
companies.

o The salary cuts for staff range from 15% to 5% for senior management and staff (except
those earning less than S$1,800/month). SCM CEO has volunteered a 50% pay cut.

o The Sembcorp Marine Board is also continuing with a 10% reduction in director’s fees this
year, similar to FY2019.



e Overall, since the onset of the COVID-19 pandemic and the sudden collapse of oil prices in
March, SCM has been even more careful and disciplined in managing our costs. We continue
to defer all non-essential CAPEX and are carrying out cost optimisation across all functions
within the Group.

e We are paying close attention to every aspect of our operations where costs can be reduced
without compromising safety and quality. We are right-sizing our workforce further in tandem
with our work activities and project load, while planning ahead carefully to ensure our business
and operations remain well supported especially in key functions such as engineering.

e To support the Rights Issue, SCM Directors including the CEO, who are also SCM
Shareholders, have indicated that they will subscribe and pay for all their respective
entittements of the Rights Shares. We are also recommending that our Independent
Shareholders vote in favour of the Rights Issue Resolution. Similarly, the Independent Directors
of SCM are recommending that our Independent Shareholders vote in favour of the Whitewash
Resolution.

In addition to key shareholder questions at the dialogue sessions, SCM and SCI have also previously
addressed questions from the Securities Investors Association (Singapore) (“SIAS”). Please refer to the
following links to view their responses which were published on 22 July 2020:

e Sembcorp Marine:
https://links.sgx.com/FileOpen/Announcement_Pre%20Circular%20SIAS%20Questions.ashx
?App=Announcement&FilelD=624478

e Sembcorp Industries:
https://links.sgx.com/FileOpen/ADDITIONAL%20INFORMATION%20IN%20RESPONSE%20
TO%20QUESTIONS%20FROM%20SIAS.ashx?App=Announcement&File|D=624479

NB: If there are any discrepancies or conflicts between the English and Chinese responses, please
refer to the English responses.
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o JHRHEEH:
https://links.sgx.com/FileOpen/Announcement Pre%20Circular%e20SIAS%20Questions.ashx
?App=Announcement&FilelD=624478

o JERITOL:
https://links.sgx.com/FileOpen/ADDITIONAL%20INFORMATION%20IN%20RESPONSE%20
TO%20QUESTIONS%20FROM%20SIAS.ashx?App=Announcement&FilelD=624479
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