Attachment - Glossary

‘Technology creating value’ has been
the motto of IHC Caland N.V. for
several years. Sometimes however, the
terms used to describe the Group’s
technology are not self-explanatory,
and require explanation. Also, certain
of the Group’s key products deserve

a detailed description, which should
not be included in the body of the
Annual Report for one particular year.
Accordingly, for the first time,

a Glossary of technical terms and
product descriptions has been
included with this Annual Report

to ensure that key terms and products
are clearly explained and understood.
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of 2000

Espadarte lease — 5 year extension

Relocation of SBM-IMODCO Inc.
to Houston

Increased ownership of Sakhalin
FSO to 100%

Order for Soft Yoke Mooring
Platform (SYMP) for
Shell’s E.A. field, Nigeria

Delivery of the first large

Ro-Pax ferry for Strintzis, ahead of
schedule and below budget

Management reorganisation



Espadarte first oil — 20 months
from order
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Decision to expand Kuito FPSO

High volume of new orders for
specialised shipbuilding

Achieved profit forecast for year

Letter of Award for Amenam
newbuild FSO

FEED studies for two large FPSO'’s

Order to start work for Generic
FPSO lease



IHC Caland N.V.

IHC Caland N.V. is the management holding company
of a group of international companies, working mainly as
suppliers to (1) the offshore oil and gas, (2) dredging, and
(3) maritime industries on a global basis. The company
has been listed on the Amsterdam Stock Exchanges
since 1965, but its dredgerbuilding activities have a
history of several hundred years. The Group started its
offshore activities in the 1950’s and subsequently became
a pioneer in Single Point Mooring (SPM) systems,
dynamically positioned (d.p.) drilling vessels, jack-up
drilling rigs and heavy offshore cranes. The Group’s
offshore activities comprise mainly the design, supply
and installation offshore of floating crude oil loading/
unloading systems for tankers, and Floating Production,
Storage and Offloading systems (FPSQO’s/FSQ’s) for the
offshore oil and gas industry. They also include design
and engineering services to the offshore oil and gas
industry in a wide range of products such as d.p.
drillships, crane-vessels, pipelaying barges, jack-up and
semi-submersible drilling rigs.

The Group is also in the business of owning and
operating the above mentioned Floating Production,
Storage and Offloading systems. These units are
contracted on long-term charters, always including their
operation, to oil companies in various parts of the world
but excluding the North Sea. Besides being the initiator
of this concept, the Group is also the largest player, with
eleven units in operation.

Furthermore the Group is the world leader in designing
and building custom-built or standard types of dredging
equipment, and is also involved in a wide range of
technological activities essential for the development of
this market position. In addition, some of the shipyards
have a strong reputation for custom-built specialised
ships with a high added value such as Ro-Pax ferries,
cable layers, offshore support and river cruise vessels.

Finally, the Group’s activities include the design and
manufacturing of hydraulic piling hammers (both for
offshore and onshore use), heavy-load skidding systems,
and the design and construction of airport terminal
building infrastructure.

In most of these activities, the Group companies are the
market leaders, both in terms of market share and
technical expertise. The Group has a good track record in
developing new, cost-effective technical solutions for the
ever-changing needs of its customers, and holds a
considerable number of patents related to its technology.

The above mentioned products are developed by the
individual Group companies and are marketed under
their own identity. Within an agreed financial and
Group
considerable operational and entrepreneurial freedom.

strategic  framework, companies  have
Cohesion is created in that they all have potential to
support each other using one or more of their individual
core competencies.

The Group can appropriately be characterised as a niche

player in its chosen fields of business.

Mission statement and objectives

In order to ensure the optimum allocation of resources
and identification of priorities, Management has
formulated the following mission statement for the
Group:

IHC Caland’s mission is to be a leader in its chosen
fields of business, and thereby realise on a long-term
basis a return on its invested capital substantially
higher than its cost of capital. In this way it aims to
create value for its employees and other stakeholders
and to provide its shareholders with a return on their
investment commensurate with the risks involved,
and so also to secure the continuity and indepen-
dence of the corporation.

MANAGEMENT OF THE COMPANY

Supervisory Board*

H. Langman, Chairman (1931)

J.M.H. van Engelshoven, Vice-Chairman (1930)
A.P.H. van Baardewijk (1936)

J.D. Bax (1936)

D. Goguel-Nyegaard (1935)

A.G. Jacobs (1936)

* For background information see page 47 and 48.

Board of Management

J.J.C.M. van Dooremalen, President and CEO
(1944, Dutch)

G. Docherty, Managing Director and CFO
(1948, British)

D. Keller, Managing Director, Offshore
(1946, French)

F. Blanchelande, Director (1949, French)
D.J. van der Zee, Director (1948, Dutch)



Activities of the Supervisory Board

In the course of the year, we had five scheduled meetings
with the Board of Management during which we
discussed in detail the developments in the Group and
its markets. A number of these meetings were held at
the premises of the Group’s operating companies to
allow us to remain familiar with their activities, and to
have discussions about the businesses with the local
management and staff. Apart from the regular schedule,
we had several ad hoc meetings with the Board of
Management, to discuss specific topics.

In the course of the year, without the Board of
Management in attendance, we discussed several times
matters such as the composition of the Supervisory
Board and the Board of Management, remuneration of
Management, and performance of the Supervisory Board
and Board of Management.

As in previous years, our meetings were to a large extent
dominated by discussion and approval of the operating
plan and subsequent quarterly reports prepared by
Management, which included detailed assessments of the
markets, strategies pursued, expected volume of new
orders, estimated profit and loss statements, cash flow
predictions, etc.

We were therefore able to evaluate the extent to which
actual developments were in line with plans and budgets,
the consequences of any variances, and the actions taken
by Management. The risks associated with the business
activities and the internal control systems to mitigate
these risks were also regularly the subject of discussions.
The internal control systems were discussed when we
met with the auditors when we established the Annual
Accounts.

Presentation of Annual Accounts

We hereby present to you the Annual Accounts, which
have been drawn up by the Managing Directors and
established by us after discussions with the external
auditors. These Accounts, which have been signed by the
Managing Directors and the members of the Supervisory
Board, comprise:

e the consolidated profit and loss account for 2000;

e the consolidated balance sheet as at 31 December 2000;
e the consolidated statement of cash flows,

and the notes thereto; and

e the balance sheet of THC Caland N.V. as at 31
December 2000;

e the profit and loss account of IHC Caland N.V. for
2000,

and the notes thereto.

The Accounts have been audited by our auditors KPMG
Accountants N.V. who have expressed an unqualified
opinion thereon.

We recommend that:

e the Accounts, as established, be approved and that the
appropriation of profit as set out in the Report of the
Managing Directors, including a cash dividend of
NLG 3.- (€ 1.36) per ordinary share be approved;

e discharge be granted to the Managing Directors and
the Supervisory Board for the performance of their
duties in 2000, as far as this is evident from the
Accounts, the Annual Report and other attachments
thereto, as well as the explanation thereof in the
General Meeting of Shareholders.

Subject to your concurrence with these recommen-
dations, a cash dividend of NLG 3.- (€ 1.36) per share
will be payable as from 21 June 2001 pertaining to the
ordinary shares of NLG 2.-.

The dividend may also be fully paid in new shares
(stock dividend) at the shareholder’s option. Full details
are given in the Agenda for the General Meeting of
Shareholders of THC Caland N.V. to be held on 8 June
2001, under agenda item number 5 and in the notes
thereto.

Composition of the Supervisory Board

The Supervisory Board is of the opinion that its
composition is appropriate to adequately carry out its
tasks of independent supervision of and advice to
Management as required by law. In view of the size and
method of operation of THC Caland, the Supervisory
Board has concluded that it would not be appropriate to
appoint separate committees to look after more specific
topics like audit, management remuneration, etc. as is
customary in the UK and USA.

The remuneration of the members of the Supervisory
Board does not depend on the results of the Company.
The members of the Board receive a fixed remuneration
including an expense allowance and do not have any
business relations with the Company.

With the exception of J.D. Bax, who as former President
and CEO of IHC Caland still has some options, as at
30 March 2001, none of the Supervisory Board members
owns shares in IHC Caland N.V. or option rights relating
thereto.

Changes in composition of the Board of Management
During the past year, certain changes took place in
the composition of the Board of Management. The
immediate cause for this was the resignation of



Mr. C.A. de Ruyter, President and CEO. The Supervisory
Board decided to appoint as his successor Mr. J.J.C.M.
van Dooremalen, president of THC Holland and a
member of the THC Caland Board since 1994 and
Managing Director since 1998. In addition to his CEO
tasks, Mr. Van Dooremalen continues to supervise the
dredger/shipbuilding activities.

The Supervisory Board also appointed Mr. D. Keller, a
member of the Board of Management since 1993, as
Managing Director of IHC Caland. Mr. Keller has overall
responsibility for the entire offshore activities.

Finally, Mr. D.J. van der Zee joined the IHC Caland
Board of Management, where he will be responsible for
the offshore group’s operation and engineering activities.

Changes in composition of the Supervisory Board

At the close of the General Meeting of Shareholders,
Mr. A.P.H. van Baardewijk’s term of office will expire in
accordance with the provision of Article 19, clause 1 of
the Articles of Association. Mr. Van Baardewijk is
available for re-appointment. In view of his broad
experience and the extremely useful role he has played in
the past years, the Supervisory Board intends to re-
appoint Mr. Van Baardewijk.

Finally

The Supervisory Board takes this opportunity to express
its appreciation and gratitude to the Board of
Management of THC Caland, the Management of the
and all
entrepreneurial attitude, perseverance, professional

Group companies employees for their
competence and commitment which are indispensable
for achieving the good results in 2000 and which make

the Board more than confident about the future.

Schiedam, 30 March 2001

Supervisory Board

H. Langman, Chairman

J.M.H. van Engelshoven, Vice-Chairman
A.P.H. van Baardewijk

J.D. Bax

D. Goguel-Nyegaard

A.G. Jacobs



IMPACT ON 2001

Item (€ mln.) 1999 2000 Movement
Net profit 69.5 75.2 5.7
Per share (€) 2.51 2.68 0.17
EBIT 85.6 99.7 14.1
EBITDA 148.3 184.8 36.5
Enterprise value 1136.3  1570.2 433.9
EV : EBITDA 7.7 8.5 0.8
Turnover 1229.2 827.7 (401.5)
EBIT : Turnover (%) 7.0 12.0 5.0
Cash flow 132.1 160.2 28.1
Per share (€) 4.78 5.71 0.93
Cash, securities 199.2 269.3 70.1
Capital expenditure 231.0 214.1 (16.9)
Equity 339.1 394.8 55.7
Capital employed 680.0 827.9 147.9
ROCE (%) 14.9 13.3 (1.6)
Debt : Equity (%) 94 104 10
New orders

- Offshore 113.9 615.3 501.4
— Dredger/shipbuilding  717.0 773.2 56.2
Backlog

- Offshore 1311.9  1773.9 462.0
— Dredger/shipbuilding  857.2  1075.2 218.0
Share price (€) 31/12 36.25 50.00 13.75
AMX-index 655.4 604.4 (51.0)
Market capitalisation 1002.9  1409.2 406.3
Proposed dividend (€) 1.27 1.36 0.09

IMPACT ON 2001

Financial

The year 2001 has commenced with eleven from the
Group’s twelve FPSO and FSO units on the clients’
payroll. This provides a strong base for profits and cash
flow. The supply side of the offshore business was
however slower than expected in 2000, and will make
only a limited contribution to 2001 results.

In the dredger/specialised shipbuilding business, the
picture is expected to be similar to 2000.

Overall, provided there are no major unforeseen
problems, Management expects to achieve a profit for

2001 of not less than € 75 million (€ 2.68 per share).

A modest increase in cash flow is predicted.

% Comment

8.2 In line with forecast

6.8 Diluted by stock dividend/options

16.4 Growing lease fleet
24.6 Growing lease fleet
38.2 Valuation/Growth
10.4 Still below industry average
(32.7) Offshore supply deliveries down
More normal margins/lease fleet growth
21.3 Profit and lease fleet depreciation up

19.5 Diluted by stock dividends/options

35.2 Cash flow/lower investments in FPSO’s/FSQO’s

(7.3) Completion of existing units

16.4 Retained earnings/stock dividend

21.8 Above, plus US dollar long-term debt
Lease FPSO construction/low turnkey sales
Limited recourse finance for lease fleet

440.2 Includes Espadarte lease extension (€ 250)
7.8 New record — influenced by subsidy loss

35.2 81% of 2000 figure relates to lease fleet

25.4 Yards occupied thru 2002

37.9 Recovery — market sentiment

(7.8)

40.5 See Share price

7.1 50% of net profit

Market conditions

Strong demand is anticipated in both markets where the
Group operates. Near record growth is predicted in E/P
spending for 2001. A large number of new contracts is
projected to come to the market, and the Group expects
to win its fair share. It appears that the often mentioned
‘logjam’ of projects is beginning to break, particularly in
West Africa.

For the dredger/specialised shipbuilding sector, business
has been steady for the last couple of years and more of
the same is expected in 2001. On the other hand, the
product mix has undergone considerable change in that
period, moving from an emphasis on jumbo hopper
dredgers to nowadays mid-size dredgers mixed with
Ro-Pax ferries and various offshore vessels.



General

On 22 September 2000, the Paris, Brussels and
Amsterdam Stock Exchanges merged to form Euronext
N.V., the first European Exchange. Two new indices
were launched - the Euronext 100 which consists of
the largest 100 companies listed, and the Next 150 index,
which not surprisingly lists the next 150 companies.
The selection of companies for each index is based on
market capitalisation and minimum liquidity criteria.
THC Caland N.V. is included in the Next 150 index.

IHC Caland N.V. remains in the AMX-index with a
weighting of 5.8% as at 1 March 2001. At 31 December
2000, 28,184,612 shares with a nominal value of NLG 2.—
each were in issue.

A proposal will be made to the Annual Meeting of
Shareholders in 2001 to convert the nominal value to
€ 1 per share.

Options on ITHC Caland shares are traded on the
Euronext Amsterdam Derivative Markets.

Shareholders

As required under the Major Holdings in Listed
Companies Disclosure Act, College Retirement Equities
Fund, New York, and General Electric Company,
Connecticut, disclosed an interest of 5.6% and 7.7%
respectively in the capital of IHC Caland.

In addition, employees of the Group own approximately
200,000 shares in IHC Caland N.V. through an Employee
Share Ownership Plan (ESOP).

The number of Dutch investors, and also private
investors continues to fall. The shares are currently
almost entirely in the hands of institutional investors, of

80— —— -~~~ "
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whom the large majority are Anglo-American. The
ownership of IHC Caland’s (bearer) shares at the end of
2000 is estimated to be as follows:

% The Outside the Total
Netherlands Netherlands
Private investors 5 1 6
Others* 7 87 94
Total 12 88 100

* Investment companies, institutional investors and foreign banks.

Financial
Full information regarding the number of shares in issue
and various statistics per share can be found on page 66.

Up to date information on the IHC Caland share can be
found on the Company’s Website at: www.ihccaland.nl

Turnover % Highest Lowest
by volume*  Share share share

capital  price €  price €
1995 27,436,970  57.78 25.00 15.25
1996 33,109,615 65.88 46.74 23.78
1997 48,244,140  89.89 62.17 41.97
1998 40,705,933  74.83 57.72 29.95
1999 58,400,791 106.23 49.20 26.40
2000 48,417,797 86.82 61.40 31.00

* Double-counting.




The Espadarte FPSO fully loaded. Note the turret and
swivel stack — 70 metres high — on the foredeck.
This unit was delivered several weeks ahead of the contract

schedule i.e. first oil only 20 months after contract award.



REVIEW OF DEVELOPMENTS IN THE
GROUP’S MAJOR MARKETS DURING 2000

Offshore oil industry
Upstream

Market analysis

With an oil price consistently above US$ 25/barrel,
worldwide exploration and production activity in the oil
and gas industry gained significant momentum during
the year 2000.

A number of large development projects, especially in
deepwater, which had been on the back burner for rather
long periods waiting for more favourable economic
conditions, are now coming to fruition. In the latter part
of the year, the Group’s bidding activities reached a level
never before experienced, and one which is expected to
continue well into 2001.

By the end of the year, the Group was involved in
a number of large projects for FPSO’s and FPSO
components, at various stages of pre-qualification, bid
preparation or final negotiation.

The timing of this explosion in bidding activity fitted
nicely with an increasing availability of resources in the
offshore companies due to the completion of the Kuito
and Espadarte FPSQO’s and the Yetagun FSO. In addition,
SBM-IMODCO has been staffed-up in Houston to be able
to execute mooring and FPSO projects. The company
was transferred from California in early 2000, since
Houston is a more appropriate location for the offshore
oil and gas business.

Although the Group has been involved in deepwater
projects in recent years, mainly in Brazil, it is noteworthy
that during the year 2000, almost all offshore projects
coming to the market were in deep and ultra-deepwater,
mainly in the South Atlantic and Indonesia.

At the risk of oversimplification, the options presently
available for offshore floating production facilities can be
summarised in the following main categories:
e Tie back solutions
e Stand-alone solutions
e — Process barge + FSO(s)

— Life of Field FPSO on a supply (sale) basis

— Lease and operate FPSO

All of the above solutions can be developed either using:
e Subsea completion, or

e Surface completion

This section of the Report addresses how the Group
will adapt and expand its product line, and define and

modify its commercial strategies in this changing
market.

Tie back solutions

When nearby production facilities exist, with sufficient
available capacity, the field production can be tied back
using either subsea or surface completed wells,
manifolds and flowlines. The tie back concept is most
frequently found in the North Sea and in the Gulf of
Mexico, with some applications starting to be seen in
West Africa e.g. Block 14 and Block 17 in Angola.

Tie back from subsea completed wells

In such a case, the Group does not play any role in the
development, except of course where it owns and
operates the receiving facility. It can also be the case that

The large and complex Kuito FPSO, spread moored

approximately 70 miles offshore Angola.

the tie back necessitates revamping and possibly life
extension of the receiving unit, as is presently being
considered in respect of the Kuito FPSO in order to
accommodate the production from Benguela-Belize and
other adjacent fields.

Tie back from surface completed wells

The Group is committed to competing in the market for
Completion
economically attractive when the reservoir depth allows

Surface Solutions which can be
clustering of the wells. For this purpose, the concept of
heave restrained mini facilities (Surface Completion
Floater - ‘'SCF’) has been developed and will be proposed
by the Group to the industry on a turnkey basis. The SCF
provides the functions necessary for a satellite wellhead
platform, with provisions for well intervention on a
tender-assist mode.



Stand alone solutions

Process barge + FSO(s)

Occasionally, operators opt for a solution where the
processing facilities are installed on a barge, with the
produced liquids and gas being exported through
separate buffer storage units, stationed nearby on the
field. This option can be taken for very large and complex
plants, as was the case for Elf Congo’s Nkossa field,
where the barge is a concrete structure, with one gas FSO
and one oil FSO, both leased and operated by SBM,
receiving the production. This method is also used on
many Petrobras fields where the barges are generally
converted semi-submersibles, and the FSO’s are
converted tankers moored on CALM buoys supplied by
the Group, with the gas being exported to shore by
pipeline (Marlim and Roncador fields). IHC Caland is
committed to maintaining its market position for FSO'’s
where the circumstances allow reasonable quality
contracts, as was the case for both Nkossa leased units,
and for the FSO presently under construction on a supply
basis for Elf Nigeria’s Amenam field.

A computer generated drawing of the FSO

for the Amenam field.

As to the main process barge, in order to gain cycle time,
the operators often elect to contract early and continue to
optimise the field development during the design
activities. To achieve this, large project teams are
formed, resulting in considerable manhours being spent
(typically in excess of one million). The Group does not
intend to pursue this kind of project but will offer the
supply of components to (or in partnership with) the
main contractors.

Life of Field FPSO on a supply (sale) basis

Most Life of Field solutions for large reservoirs are now
based on the FPSO concept (Shell CNS and Bonga, EIf
Girassol and Dalia, BP Schiehallion, PetroCanada Terra
Nova). For such projects, the clients are in most cases
major oil companies who like to have hands-on control
of the engineering and construction and also continue to

develop the project during the design stage as explained
above. In this case also, the Group’s policy is, for the time
being, not to target such manhour-intensive projects, but
to concentrate on the sale of components, such as the
hull of the vessel, the mooring system, the SCF, etc.

Every policy should have its exception. The Group is
presently preparing a bid for a large and complex facility
with a high specification including complex gas
treatment and export features of the highest level. The
Group views this project as an opportunity to
demonstrate its capability, and join the privileged group
of main contractors accepted as being able to execute
such ambitious gas projects. Management believes that
offshore processing of gas will play a very important role
in the future of the oil and gas industry. The turnkey bid
will be submitted in the second quarter of 2001.

In addition, when life of field facilities are tendered on a
functional specification basis, the Group will definitely
bid for EPCI contracts, taking advantage of its unique
experience in fit-for-purpose design.

It should be noted that in respect of larger fields in
deeper water, the crude oil export facility is creating a
new market. In areas where the environment is
reasonably mild, the large FPSO’s on such fields will
generally feature a spread-mooring configuration as
opposed to a weathervaning turret. This makes berthing
the offloading tankers more hazardous, and most clients
will insist on the use of a safe and reliable separate
export facility (Bonga, Kizomba, and Girassol). These
deepwater export systems consist of a mid-water export
flowline and a deepwater CALM buoy. They have been
identified by the Group as a new opportunity, and
designs for the mid-water pipe and the deepwater CALM
buoy have been developed in-house to address this
growing market.

In more hostile environments such as Brazil, Australia,
North Atlantic etc. large turrets continue to be required
and the Group intends to maintain its market share.

Integrated completion facilities

The Group has developed and is now promoting the
concept of an FPSO offering both drilling and surface
completion capability, in addition to its proven functions
of process, storage and offloading. As such units feature
an integrated wellhead platform for surface completion,
the weathervaning function cannot be accommodated
and the spread-moored configuration with a fixed
heading is employed.

In addition, the Group is also promoting, together with
Kvaerner in Norway, a weathervaning FPDSO concept
which combines the traditional FPSO functions with a

drilling capability for subsea completed wells.



A cb?:n;_;_uter_ generated drawing of the FPDSO.

Both concepts are developed and presented to the indus-
try in partnership with drilling contractors, as the Group
does not have in-house knowledge of drilling technology.

Llease and operate FPSO solutions for phased production of

large reservoirs, or for Life of Field development of medium

sized reservoirs

This is a sector of the market where the Group is at its

best. Typical projects include:

o Petrobras — Marlim, Espadarte, and Albacora

e Chevron — Tantawan and Kuito

e Exxon — Generic etc.

The reason why IHC Caland excels in this sector is

because it is the only Group in the market which has

in-house the competence, resources and experience to

supply, install and operate the complete FPSO. These

include:

engineering/naval architecture for the
conversion of existing tankers or the design of
newbuild hulls;

e engineering for the mooring system, including the
largest and most complex turrets;

e engineering for the most complex topside process

® marine

plants;

e complete project management capability for the
turnkey scope, including shipyard site management;

e engineering for installation, with all resources
including specialised vessel and ROV’s for offshore
execution;

e commissioning, start-up and production operation of
the FPSO during the lease period (all key personnel
and marine officers being direct employees of the
Group);

e the financial strength and the experience in raising
project finance in the most complex environments.

The market for these systems is, for the time being,
essentially in the South Atlantic and the Far East.
However, it appears that there may be some movement
in the Gulf of Mexico, with e.g. BP promoting the use of
a floating storage unit on its Mardi Gras field. This could

be an avenue for high quality business in our niche in the
coming years.

In spite of increasing demand for such systems, prices
were still under pressure at the end of 2000. However,
sufficient opportunities should arise in 2001 for price
levels to rise and the quality of contracts to improve.
Given the expected volume and size of projects, it is
anticipated that the Group will be able to fill its existing
capacity and seize this opportunity for substantial
organic growth. SBM'’s strategic alliances with Sonangol
in Angola and with the Italian contractor Saipem are
expected to contribute to further successful growth. The
Group will maintain its strategic emphasis on the high
technology, complex end of the market, focusing
particularly on those projects which involve large
volumes of gas handling and/or the treatment of gas for
export in the form of LPG or otherwise. This is perceived
as being an area where the entry threshold will remain
high for some years, thereby offering substantial rewards
to the early players.

Competition

In the original core business of IHC Caland’s offshore

division i.e. all products relating to mooring technology,

the competition has increased with a number of new
entrants over the past years. Today it is as follows:

e forlarge and complex turrets — Tentech of Norway, APL
(a subsidiary of Statoil) with the STL/STP concept,
Bluewater of the Netherlands, and Sofec of the USA;

e for simpler turrets, all of the above plus LMC of
London (engineering services only) and Nortrans of
Singapore who is also targeting the larger more
complex systems;

e for CALM loading/unloading buoys - Sofec and
Bluewater (above) together with APL who is now
offering a submerged solution for deepwater. Other
companies such as LMC of London sometimes manage
to qualify for a bid and play a role.

The tworCALM buoys for CPC

(Caspian Pipeline Consortium)

to be installed offshore

Novorossiysk, Russia.



In respect of supply contracts for FPSO’s or process
barges for the development of very large fields, as already
mentioned, the Group’s policy for the time being is to
supply FPSO components only. The main competitors in
this field both in respect of the complete FPSO, and the
FPSO components are the large conglomerates such as
Brown & Root, ABB, and Kvaerner, with from time to
time consortia including such companies as Modec,
Bouygues Offshore, Stolt Offshore, Aker, Technip, Fluor,
Amec and certain shipyards from the Far East. Only in
exceptional cases will the Group take the lead for such
large projects, although it is prepared to join forces on a
consortium basis with one or several of the companies
mentioned above in order to sell components.

In this very turbulent market, the choice of partners is
delicate and critical. Aspects to be taken into account
include political strength, competence and reliability,
and also the willingness of the selected partner to be
competitive, and this can be difficult to establish without
a real project to focus on. Unfortunately, partners often
have to be selected several months before bids are
submitted, which makes it even more difficult to be sure
of making the right choice.

In the market of FPSO’s on a lease and operate basis,

there is still a limited but significant number of
competitors for the more complex systems. These
include Modec of Japan, Bluewater of the Netherlands,
Maersk Contractors (Denmark), PGS of Norway (the
owner of Golar Nor), and Nortrans. To date, Nortrans
has not supplied a large or complex system, but the
company was recently acquired by ProSafe of Norway
which may add additional technical and financial
muscle. For the simpler systems, the competition
continues to intensify, mainly due to a number of tanker
owners trying to find a life extension opportunity for
their old tonnage through captive service as an FPSO or
FSO.

As already stated, the competitive advantage of the
Group is essentially its integrated competence to provide
and operate a complete FPSO. This is however mainly
relevant for the more complicated end of the business,
where clients insist on extensive experience and compre-
hensive resources. This competitive advantage has less
value (or might even be a burden) for less demanding
clients who seek a cheap solution and are unaware of the
long-term risks inherent in low standard facilities. It
should be no surprise therefore if a project for a simpler
unit is lost from time to time in a street fight.

SBM'’s Grand Dame; the FPSO 11, still producing-well

in ultra deep waters.




Pursuing lease contracts with partners

Originally, the Group pursued lease/operate contracts
with the objective of obtaining contracts for wholly
owned units. Increasingly, however, lease contracts are
pursued together with partners. The partners are then
responsible for a pre-defined part of the project e.g. the
engineering, construction or conversion of a tanker into
an FPSO/FSO and its installation offshore. They also
acquire a certain percentage of the ownership. Reasons
that having equity partners on board can be attractive
include (1) getting access to certain necessary technical
expertise and operating experience not available within
the Group, (2) access to a tanker under construction
in order to meet the required delivery time schedule,
(3) mitigating business risks, especially for units where
the initial lease contract is relatively short, and (4) taking
mutual advantage of a client’s preference for a particular
company, which does not itself have the necessary
competence to supply and install a complete FPSO.

Pursuing this philosophy, in 1998 the Group entered into
an exclusive agreement with Sonangol, the national oil
company of Angola, to pursue jointly FPSO/FSO lease
projects offshore Angola. There are potentially many
oilfields to be developed in that area using FPSO’s or
FSO’s. The FPSO for Chevron’s Kuito field is the first
successful project from this partnership. The Group is
optimistic that the Sanha LPG FPSO is on track to be the
second such project.

In addition, in January 1999, the Group agreed with the
Ttalian offshore contractor Saipem to jointly pursue and
invest in projects for deepwater FPSQO’s to be leased to oil
companies on long-term charters. In addition to the
merits of equity partnership mentioned above, this
cooperation increases further the competitiveness of the
Group by having access to essential disciplines such as
the installation of FPSQO’s in deep and ultra deepwater for
which Saipem has the proper installation equipment and
skills.

———— .
A high holding power MAG anchor developed

by the SBM Group, and which can be optimally

designed particular site conditions.

Of the present eleven lease/operate contracts of the
Group five are carried out in partnership, (the FSO for
LPG for Elf Congo’s Nkossa field, the FPSO for Agip’s
Aquila field, the FPSO for JVPC’s Rang Dong field, the
FSO for the Yetagun field, and the FPSO for Chevron’s
Kuito field).

Downstream

Economic growth in many parts of the world has
stimulated the demand for oil and gas products. To a
large extent, the oil, and to a lesser extent the oil pro-
ducts, have to be transported by tankers from the produ-
cing areas. In regions without sufficient harbour facili-
ties, either on the exporting or on the importing side, the
floating tanker loading/unloading system, based on the
single point mooring concept, presents a cost-effective
solution. The Group was very much the pioneer of this
kind of loading/unloading system, with IMODCO Inc.
building one for the Royal Swedish Navy in 1959, and
THC Gusto, the original parent of SBM, building the first
CALM for the Shell Group in the same year. There are
hundreds of these systems in operation worldwide of
which 75% were supplied by the Group. In 2000, there
was a reasonable demand for these units.

The spread moored FPSO’s/FSO’s will continue to
generate demand for these systems. Here also the deeper
water developments have recently placed new challenges
on the design of these systems.

The CALM buoy for Elf’s Girassol field in 1350 metres of
waterdepth is a good example of such a challenge. This
will be the deepest moored CALM in the world!

Services

In the course of the year 2000, the Group decided to
increase its focus on the services side of the business.
This consists of:

After-sales services

e Inspection and advisory services for the Group’s
complete product line;

e Spare Parts;

e Overhaul, repairs and maintenance services.

Contracting services

e Installation of, or intervention on, oil field floating
facilities including subsea. This applies to facilities
owned by the Group or supplied by others.

Although relatively small in terms of turnover, this
activity merits increasing attention even in periods when
the Group is busy with large projects. It represents an
ongoing business which is much less dependent on the
level of E/P budgets, and which always generates a good
cash flow. In addition, it provides an opportunity to
maintain a close relation with customers and to show the
industry that the Group is always present and standing
firmly behind its products.



Dredger/shipbuilding industry

Description of the market
The demand for dredgers and dredging equipment is
mainly generated from four market segments.

The first is the market for capital dredging. These are
dredging activities for the creation of new wet infra-
structure, such as approach channels and harbours, but
even more importantly dredging of sand to build new dry
infrastructure, such as airports, container terminals,
industrial sites, and extensions of cities.

The second is the market for maintenance dredging.
These dredging activities are needed to remove siltation
in rivers and estuaries in order to maintain sufficient
navigating depth. As the number of ports and harbours
which are in use worldwide is increasing, this market
shows a steady but gradual growth. Coastline
development such as beach replenishment and
associated dredging work can also be considered to be
maintenance dredging. In view of the expected rise of the
sea level, this market can also be expected to grow.

Thirdly, there is the market for dredging sand and gravel

The 4900 m?3 trailing suction hopper dredger

‘Waterway’, built by Merwede Shipyard
for Westminster Dredging Company Ltd.
(a subsidiary of Royal Boskalis Westminster).

as a commodity for the construction sector, and finally,
the dredging of mineral sands for the mining industry
(alluvial mining), at sea and inland, and sometimes also
in artificially created lakes.

Each of the above mentioned market segments makes use

of both custom-built and standard dredging equipment.

The ‘Sanderus’, built 32 years ago by IHC Holland,

and still in use today.




The 2000 m3 hopper dredger ‘Moniflor’ built by IJsselwerf
Projects BV (a 100% subsidiary of van der Giessen-

de Noord), on behalf of IHC Holland, for Compagnie
Européenne de Transport de UAtlantique, France.

In the market segments of sand and gravel and alluvial
mining, the custom-built or standard dredging equip-
ment is often equipped with additional systems for the
purpose of classification or separation of the dredged
material. In this latter field the Group has a good
reputation and holds a number of patents.

The major competitors of the Group for the custom-built
equipment sector are LMG (Liibecker Machine
Gesellschaft, formerly Krupp, Germany), Appledore
Shipbuilders (U.K.), Mitsubishi Heavy Industries (Japan)
and to a somewhat lesser extent Damen Shipyards
(the Netherlands). Lately, increased competition has also
come from IZAR (Spain), the product of a recent merger

The 7400 m?3 hopper dredger the ‘DCI Dredge XVI’,
built by IHC Holland for the Dredging Corporation of India.

between Astilleros Espanoles, and Bazan, the Spanish
naval shipyard.

The main competitors in the range of standard dredgers
are Damen Shipyards (the Netherlands), Ellicott Machine
Corporation (USA), LMG (Germany), Hydroland
(France), Draga Lario (Ttaly) and Neumann (Australia).

Equipment for the capital dredging market

The continuing worldwide economic growth is causing
an increase in the demand for seaborne trade. This
necessitates the deepening and extension o