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CORPORATE CLARIFICATIONS & &2\ &

Subsequent to the announcement of our financial results for the three/six months ended 30 June
2011 (“2Q2011 / 1H2011”), there may be concerns amongst the investment community on the
Group’s financial performance and position. To practice good corporate governance and to hawe
adequate disclosure, the Board of Directors would like to make the following clarifications to the
investment community:
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1. Financial assets, held-to-maturity FEEIHEMEE

As part of the Group’s strategy to optimize returns on robust cash balances and for better cash
management, the Group invested in fixed rate instruments offered by banks and trust companies
used in financing of corporate and entities from diverse industries in China. These instruments are
reflected as financial assets, held-to-maturity amounting to an aggregate of RMB10.02 billion as at 30
June 2011.
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The Group adopts a conservative approach in investing in these products. The Group has a
dedicated treasury team to manage these investments and that team monitors the investments on an
active basis. The team further reports to a Committee comprising nine senior management staff and
is chaired by Mr Ren Yuanlin, our Executive Chairman. Any proposed investment that exceeds
RMB100 million, will have to be presented to and approved by the Group’s Board of Directors.
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All of these investments are secured against various collaterals. The Group’s policy is to insist that
the collateral to debt cowerage ratio to be no less than 2 times and the collaterals have to be
unencumbered. Due to our rigorous investment procedures and stringent due diligence requirements,
the Group has not experience any default of such investments since 2008.
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Moving forward, the Group will require strong financial support for future capital expenditures for
capacity expansion and to fund potential merger and acquisition opportunities in ship building and



marine offshore related businesses. Hence, the Group believes that with prudent management of
investments in these instruments offered by banks and trust companies, healthy level of cash
balance can be maintained to cushion against future expansion needs.
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2. Margins sustainability 38 R TR %

The Group continued to maintain a healthy level of gross profit margins from shipbuilding above 20%
in 1H2011 amidst challenging market operating environment. This was primarily due to the Group’s
ability to retain shipbuilding orders secured pre-financial crisis which command relatively higher
margins as compared to current newbuild orders. The Group faces no cancellation even during
financial crisis back in 2008 because of the Group’s ability to assist customers in delaying vessel
delivery and through other measures, provided on a case-by-case basis. More than 50% of the
Group’s existing order book of approximately US$5.52 billion belonged to orders secured pre-
financial crisis. Continuous execution of these orders ensures positive growth in both margins and
earnings throughout 2012 and even 2013.
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Considering the lower contractual price for newbuilds, it will be challenging for the Group to secure
new orders at above 20% gross profit margins. Hence, the Group has embarked on the following
strategies to ensure that earnings will continue to exhibit growth at compromised margins after 2013:
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e Enhancement of shipbuilding capacity:
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The Group has acquired Changbo yard as its third yard back in 2010 and Changbo yard will
assume the portfolio of the old yard once the land lease for the latter expires in 2013. Changbo
yard is expected to deliver its order backlog of 13 vessels by end FY2012 and it will add 0.2
million CGT to the Group’s capacity. The Group has also increased its equity interest in Xinfu
yard from 20% to 60% during the year, which will be used for the construction of larger vessels
such as the newly secured 10,000 TEU wessels. Construction of Xinfu yard is currently on-going
and the yard is expected to commence production in early 2013, and deliver vessel in the same
year. This will further enhance the Group’s capacity by 3 million DWT once the yard comes
online. In addition, the Group has invested approximately RMB400 million to construct a dry dock
on a piece of land attached with wharf next to the New Yangzi yard and it is expected to rope in
additional 1 million DWT to the Group’s total shipbuilding capacity.
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Construct larger and Technologically advanced vessels to command healthy margins:
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The Group has recently introduced new products to its portfolio, 4,800 TEU and 10,000 TEU
containerships. The design of 10,000TEU containership is the joint design and development by
the Group and China's top design firm - China Shipbuilding and Marine Engineering Research
and Design Institute, the Group co-owns the intellectual property rights of this design. And the
Group has already secured 10 orders for 4,800 TEU containerships and counts 5 effective
orders for 10,000 TEU containerships in its existing order book. This marks a significant
milestone for the Group as Yangzijiang is the first Chinese shipyard to secure 10,000 TEU
containership orders. This has also sent a positive signal to the market that Chinese shipyards
are progressing fast in terms of technology and capabilities and are catching up with their
Korean counterparts.
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The Group’s new products are capable of achieving at least 20% increase in loading capacity,
30% reduction of carbon and NOx emissions and enhancing fuel efficiency by around 40%.
These are in line with green content advocated by IMO regulations.
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The Group would also like to highlight that for the 10,000 TEU containership orders, the Group’s
pricing was in fact about US$5 million higher per vessel when compared with the pricing from the
Korean yards. Also, for the Xinfu yard, based on the Group’s current estimates and planning, the
Group should be able to comfortably command health gross profit margins for the vessels being
rolled out of the Xinfu yard.
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Developing offshore capabilities:
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The Group has plans to progress from a traditional shipbuilder to an integrated marine group
through expansion of capabilities to offshore marine sector. Apart from investment into PPL
Holdings, the Group is in talks with established players to set up an offshore marine base along
the coastal cities in China.
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Order flow ETER

The Group remains confident that it will continue to rope in new orders amidst challenging
environment. Reasons being:
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The Group boasts superior Research & Development capabilities in developing new vessel types
relevant to the market demand.
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e Replacement demand for newer, bigger and more fuel efficient container vessels is healthy and
hence our strategy of going towards the 10,000 TEU and similar vessels segment.
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e The Group also receives strong financial support from Chinese banks as shipbuilding is one of
the key industries that Chinese government strongly encourages within China’s stimulus
package.
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e The Group’s robust cash balances of approximately RMB7.2 billion as at 30 June 2011.
Considering current milestone payment of four 10% or one 30% upfront deposit and 60% or 70%
backload payment, shipbuilders need strong financial backing to support the shipbuilding

construction progress. This will reduce the customers’ concerns on yard’s ability to complete
vessel construction.
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e The Group is an established entity listed on SGX-Mainboard and has a reputable standing as
one of the most trustworthy and reliant shipyards in the world.
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4. Convertible Bonds A i1 3%

The Board wishes to reiterate that the Group has currently no immediate Convertible Bond financing
plan in the pipeline.
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