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KEY FIGURES

(in EUR million, unless stated otherwise) 2016 2015
Revenue 2,596 3,240
Order book 2,924 2,490
EBITDA 660.5* 884.7
Net result from joint ventures and associates 11.3* 43.3
Depreciation and amortization 277.2 278.6
Operating result 384.6 577.3
Impairments 842.6 14.5
EBIT -458.1 562.8
Net profit 276.4* 440.2
Net profit/loss -563.7 440.2
Net group profit/loss -561.8 443.5
Cash flow 464.0 765.4
Shareholders’ equity 3,121 3,714
Personnel (headcount) 6,960 8,268
RATIOS (IN PERCENTAGES)

EBIT as % of revenue 14.8* 17.4
Return on capital employed 9.1* 10.8
Return on equity 8.1* 12.8
Solvency 56.1 56.3
FIGURES PER SHARE (IN EUR)

Profit 2.16* 3.54
Dividend 1.00 1.60
Cash flow 3.62 6.16
* Excluding impairments

SHARE INFORMATION 2016 2015
(Share price in EUR)

High 37.60 49.21
Low 27.89 35.70
Close 32.99 37.63
Average daily trading volume 492,459 468,176
Number of issued ordinary shares at yearend (x 1,000) 130,077 125,627
Average number of outstanding shares (x 1,000) 128,205 124,182
Stock market capitalization (in EUR billion) 4.291 4.727
DEVELOPMENT BOSKALIS SHARE PRICE 2016,

AEX-INDEX REBASED TO BOSKALIS (in EUR)
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REVENUE (in EUR million) NET PROFIT (in EUR million) CAPITAL EXPENDITURE (in EUR million)

3,240
440.2
2,596
276.4
5
2015 2016 2015 2016* 2015 2016
M Net capital expenditure M Disposals
REVENUE BY SEGMENT (in EUR million) REVENUE BY GEOGRAPHICAL AREA (in EUR million)
B Dredging & Inland Infra 552 B The Netherlands
B Offshore Energy 233 B Rest of Europe
M Towage & Salvage B Australia / Asia
Eliminations (-23) 135 B Middle East
1,334 1,164 B Africa
North and South
284 America
1,079
ORDER BOOK (in EUR million) ACQUIRED ORDERS (in EUR million) FLEET UTILIZATION (in weeks per year)
2,924
2,54
2,490 2394 224
2015 2016 2015 2016 2015 2016

B Hoppers M Cutters M HTVs
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This annual report contains forward-looking statements.
These statements are based on current expectations,
estimates and projections of Boskalis’ management and
information currently available to the company. These
forecasts are not certain and contain elements of risk
that are difficult to predict and therefore Boskalis does
not guarantee that its expectations will be realized.
Boskalis is under no obligation to update the statements
contained in this annual report. Some of the projects
referred to in this report were carried out in cooperation
with other companies.
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CHAIRMAN'’S
STATEMENT

Dear shareholders,

2016 marked the transition from a period of
growth and prosperity to one of stagnation and
rationalization. Early 2016 we saw dark clouds
gather on the horizon, but looking back at the year
the storm is more extreme than we expected. Right
now it is fair to say that we are in the midst of it.
These market conditions were reason for us to take
an extra critical look at the book value of our
assets, in particular at the offshore oil and gas
related activities. While the resulting impairment
charges reflect the near-term outlook, we remain
optimistic for the medium to long term outlook of
our business. Our net profit, adjusted for the

EUR 840 million impairment charges net of taxes,
amounted to EUR 276 million and in view of our
strong balance sheet we propose a dividend per
share of EUR 1.00 based on that profit level.

DEVELOPMENTS IN CORE ACTIVITIES

DREDGING & INLAND INFRA

After a number of extremely successful years with substantial results from Gorgon and
Suez, the Dredging & Inland Infra division experienced a relatively quiet year caused
by unforeseen delays in tenders, projects and start-up dates. This resulted in the lowest
utilization rate of the dredging fleet in many years.

We nevertheless successfully acquired new projects, particularly in the Netherlands.
Examples include the reinforcement of the Wadden Sea dike between Eemshaven
and Delfzijl as well as the Wadden Sea dike on the island of Texel; the alliance
contract for the reinforcement of the Markermeer dikes; and the wonderful Marker
Wadden project. The Marker Wadden is a group of artificial islands that will ensure
the ecological restoration of the Markermeer lake and enable nature to flourish.

In December a large number of small and medium-sized projects were acquired,
including the reinforcement of the Houtrib dike.

In Brazil a new contract was acquired in Porto Agu for a sizable dredging project that
ensures good utilization of our large trailing suction hopper dredgers. We also won a
EUR 300 million contract to dredge a 16-kilometer-long trench for the construction of
the Fehmarnbelt tunnel between Germany and Denmark. However, this project is not
expected to commence in the coming years as the required environmental permits
have yet to be issued by the German authorities. Furthermore, at the start of 2017



a letter of intent was signed for the very sizable Dugm Port
development in Oman. A great project for our new mega cutter
Helios to sink its teeth into.

OFFSHORE ENERGY

The largest market change we experienced in 2016 was at
Offshore Energy. We saw the market and order intake dry up more
and more, but we were still very busy with numerous projects from
the order book. We set a new record transporting the FPU Likouf
for the expansion of the Moho Nord oil field. At 80,500 tons, it
was the heaviest cargo that the Dockwise Vanguard had ever
transported. In addition, we transported two topsides and various
platform modules with six Dockwise vessels from South Korea to
the Clair oil field west of the Shetland Islands. And for the Hebron
project in Canada various platform modules were transported by
the Blue Marlin and installed using the Taklift 6 sheerleg crane.

The acquisition of the VolkerWessels offshore activities was
finalized at the start of July. This transaction strengthened our
position in the growing offshore wind energy market considerably.
As a result of the acquisition we executed two large offshore wind
farm projects on a 100% basis in 2016: Veja Mate and Wikinger.
Furthermore, the Offshore Energy division was able to secure
impressive new offshore wind projects such as the Aberdeen
Offshore Wind Farm for Vattenfall and the Hornsea Offshore
Wind Farm Project One for DONG. We will transport and install
the jacket foundations using our new 3,000 fon crane vessel -

a Dockwise transport vessel that is currently being converted.

Our subsidiary VBMS also acquired numerous contracts and will
install the export cables for the Borssele offshore wind farms on
behalf of Dutch grid operator TenneT.

TOWAGE & SALVAGE

At Towage we established the European harbor towage joint
venture between SMIT and KOTUG in the first half of the year.
The 50/50 joint venture operates 64 tugs in eleven ports in four
countries. This was an important step in the execution of our
strategy aimed at developing and expanding regional partnerships.
Today we offer towage services in 90 ports around the world with
some 425 vessels through our four towage joint ventures.

At Salvage it was a quieter year after the previous record years.
However, a number of impressive projects were executed,
including salvaging the car carrier Modern Express in the Bay of
Biscay to help prevent a major environmental disaster and
refloating the 19,000 TEU container ship Indian Ocean on the
Elbe River.

SAFETY AND QUALITY

In our sixth NINA year we once again made important progress
expanding the rollout of this global safety program. In addition,
we infroduced the Mooring and Safe Mind workboxes containing
practical training methods and tools.

Great strides were also made with the development of our new
quality system, the Boskalis Way of Working. Aimed at harmonizing
various business processes and support systems, the Boskalis
Way of Working quality system will be introduced in the course
of 2017.

ADAPTING TO THE NEW REALITY

All the hard work and many new projects acquired during the year
could, however, not prevent more and more gaps from appearing in
our fleet schedules. Considering the prospects going forward, we
came to the inevitable conclusion that we have to align the size of
the fleet with the market. After a comprehensive study we decided to
take 24 vessels out of service: ten at Dredging and fourteen at
Offshore Energy. This was a difficult decision, particularly for the
650 colleagues affected. In close consultation with the Works
Council we carefully completed the advisory process and agreed

on a fair social plan.

PREPARING FOR THE FUTURE

We expect the current market environment to persist in the coming
years. In order to respond to this outlook and to prepare ourselves
for the period that follows we have been working hard on our
2017-2019 Corporate Business Plan, the main points of which
can be found in this annual report.

With the right focus and optimization of our existing business
portfolio we can successfully steer the company through this
difficult period. Results will be lower than in the extremely
profitable previous years but our financial position is very strong
and healthy with nearly EUR 1 billion in cash at the end of 2016.
We will continue to generate a strong cash flow in the coming
years which, in turn, will provide opportunities. Where these
opportunities will present themselves, we will invest to strengthen
the company selectively. Not only for the coming years, but also
most certainly for the period thereafter when the market is
expected to pick up again.

On behalf of the Board of Management | want to thank all our
colleagues for their commitment and great efforts in 2016, as well
as our clients, partners and shareholders for the trust and
confidence they place in us.

Peter Berdowski
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The 80,500 ton Moho Nord FPU Likouf floated-off from the
Dockwise Vanguard by the Boskalis AHTs Union Bear, Union Lynx
and Union Boxer offshore Gabon. The Vanguard was kept in position
by Smit Lamnalco tugs SL Rima and Lamnalco Weaver.
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COMPANY PROFILE

Royal Boskalis Westminster N.V.
(Boskalis) is a leading dredging &

marine expert creating new horizons
for all its stakeholders.

In addition to our traditional dredging activities we offer a
broad range of maritime services for the offshore energy sector.
Furthermore, we provide towage services as well as emergency
response and salvage-related services.

As a partner we are able to realize complex infrastructural works
for our clients within the chain of design, project management and
execution on time, safely and within budget, even at vulnerable or
remote locations around the world. We strive for sustainable
design and realization of our solutions.

Demand for our services is driven by growth in global trade,
growing energy consumption, growth in world population and
climate change. Boskalis operates worldwide but concentrates on
those regions that have the highest growth expectations. This
spread gives us both a solid foundation and the flexibility to be
able to secure a wide range of projects, as well as providing

good prospects for balanced and sustained growth. Our main
clients are oil, gas and wind energy companies, mining companies
and related EPC contractors and subcontractors, governments,
port and terminal operators, shipping companies, insurance
companies and international project developers.

Boskalis has 11,700 employees, including associated companies.
The safety of our employees and those of our subcontractors is
paramount. Boskalis operates its progressive global safety
program No Injuries No Accidents (NINA), which is held in high
regard in the industry and by our clients. We operate on behalf of
our clients in 90 countries across six continents. Our versatile fleet
consists of more than 900 vessels and floating equipment,
including associated companies. Our head office is based in the
Dutch city of Papendrecht. Royal Boskalis Westminster N.V. shares
have been listed on Euronext Amsterdam since 1971 and are
included in the AEX-Index.




ACTIVITIES

Boskalis is renowned for its innovative approach and support services such as pilotage, subsea inspection and
specialist knowledge of environmentally friendly maintenance, firefighting, and the coupling and uncoupling of
terminal connections. With a versatile fleet of over 400 vessels

we assist vessels in around 90 ports in 36 countries, including oil
OPPrOOCh: versatile state-of-the-art fleet and extensive  and chemical tankers, container ships, reefers, ro-ro vessels and

techniques. With our great expertise, multidisciplinary

experience in engineering and project management we mixed cargo ships.
have proven time and again that we are able to realize
complex projects on time, safely and within budget, SALVAGE

qnywhere in the world. Through SMIT Salvage we provide services relating fo marine
salvage and wreck removal. SMIT Salvage provides assistance fo
vessels in distress and is able fo spring into action at any time and
anywhere in the world. We are able to do so by operating out of
Traditionally, the core activity of Boskalis is dredging. This involves  four locations which are strategically situated along the main

all activities required to remove silt, sand, clay and other layers international shipping routes: Houston, Cape Town, Rotterdam and
from the sea- or riverbed and reusing it elsewhere where possible, ~ Singapore. The removal of shipwrecks or damaged offshore

for example for coastal protection or land reclamation. The services platforms almost always takes place at locations where the wreck
we provide also include the construction and maintenance of ports  forms an obstruction to traffic or presents an environmental hazard.
and waterways, and coastal defense and riverbank protection. In - We have the advanced technology and expertise needed to remove

DREDGING & INLAND INFRA

addition, Boskalis is active in the extraction of raw materials using  hazardous substances such as heavy fuel oil from wrecks and boast
dredging techniques and dry earthmoving. a successful track record in salvaging vessels and platforms under
In the Netherlands, Boskalis also operates as a contractor of dry  challenging circumstances.

infrastructure projects. This involves the design, preparation and
execution of large-scale civil infra works, such as the construction
of roads and railroads, bridges, aqueducts, viaducts and tunnels
in addition to dike and riverbank related projects. In doing so,
we also perform specialist works such as soil improvement and
remediation.

OFFSHORE ENERGY

With its offshore contracting capabilities and services Boskalis
supports the activities of the international energy sector, including
oil and gas companies and providers of renewable energy such
as wind power. We are involved in the engineering, construction,
maintenance and decommissioning of oil and LNG import/export
facilities, offshore platforms, pipelines and cables and offshore
wind farms. In performing these activities Boskalis applies its
expertise in the areas of heavy transport, lift and installation work,
as well as diving and ROV services complemented with dredging,
offshore pipeline, cable and rock installation. Our subsidiary
VBMS is a leading player in the European market for offshore
cable installation.

TOWAGE

We provide assistance to incoming and outgoing oceangoing
vessels in ports around the world through joint ventures with
regional partners: Keppel Smit Towage in Asia, Saam Smit Towage
in the Americas and KOTUG SMIT Towage in Northwest Europe.

In addition we offer a full range of services for the operation and
management of onshore and offshore terminals through Smit
Lamnalco. These services include assistance with the berthing and
unberthing of tankers at oil and LNG terminals as well as additional

| ANNUAL REPORT 2016 - BOSKALIS
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STRATEGY

Boskalis operates around the world
and is a leading player in the fields
of dredging, offshore energy and
maritime services. The company is a
leader in its market segments thanks
to its ability to deliver innovative
all-round solutions combined with a
broad portfolio of specialist activities.
Its versatile maritime assets with
value-adding potential are the
cornerstone of the Boskalis business
model. Systematic execution of

the strategy, which is reviewed
regularly in light of relevant market
developments, is a key factor in
Boskalis’ success.

BOSKALIS

2017 - 2019

Our strategy is elaborated in our three-year business plan. Following a review in early
2017 a new Corporate Business Plan was formulated for the period 2017-2019.
Based on three strategic pillars — Focus, Optimize and Expand - the plan is a logical
progression from the 2014-2016 plan. At the same time, developments both within
our organization and in our markets mean that circumstances have changed
drastically compared to when we formulated our previous plan. Internally, that plan
was strongly focused on aligning and adapting the organization following two major
acquisitions, while the external focus was primarily aimed at opportunities in the
offshore oil and gas market. Three years on, the organizational changes have been
implemented: the acquired companies have been integrated, successfully supported
by a new divisional structure, harmonized ERP systems and improved ICT infrastructure.
From an external point of view, however, the unforeseen collapse in the oil price in
the intervening period means that conditions in the oil and gas market are now very
different than they were three years ago. At a macro level volatility has increased and
this unpredictability impacts our business in the short term. However, the long-term
development of the macro trends that drive our business remains positive.

MARKET DEVELOPMENTS

Quadrillion Btu

B Nuclear

Other incl. renewables
B cowl
B Notural gas

[ | Liquids

2011

2012 2020 2025 2030 2035 2040

Figure 2: Continued dependence on fossil fuels (source: [EA)

BUSINESS DRIVERS

The Corporate Business Plan 2017-2019 was formulated with a clear eye on the
long-term megatrends that underpin the Boskalis business model. These business
drivers are structural growth and rising prosperity of the global population, which
in turn drives growth in global trade and demand for raw materials and energy.




Global warming also continues to create business opportunities for
Boskalis, with a growing need for flood protection measures and
land reclamation.

These macro trends are the key drivers of long-term growth for
our activities, irrespective of unpredictable and potentially less
favorable developments in the shorter term in some of the regions
and markets where Boskalis is active.

Dredging & Offshore
Inland Infra  Energy

o D

Towage &
Salvage

Growing world trade

Growing energy
consumption

o [
Population growth O O
O O

e 0 o

Climate change

Figure 3: Boskalis business drivers and related activities

A closer look at our business drivers

The world economy is forecast to grow at around 3-4% annually
and current projections suggest that seaborne trade will continue
to roughly keep pace. Boskalis is also benefiting from the trend
towards larger vessels with deeper drafts. In ports these vessels
require deeper access channels and larger and deeper berths and
turning basins, creating primarily opportunities in the area of
dredging.

Energy demand continues to increase and although part of this
demand can be served from existing sources, new investments are
required to meet future demand. While renewables are expected
to see further growth as a result of the energy transition, the
dependence on fossil fuels will remain significant with absolute
volumes in this segment expected to grow (see figure 2). Against
this backdrop, the share of offshore oil and gas in the energy mix
is seen remaining stable and an associated increase in investments
in exploration and production is expected. A large part of these
investments will take place in regions with shallow water where
development and production costs per barrel are more favorable.

Underpinning the aforementioned drivers is the growth in the
global population, projected to rise to 8.5 billion by 2030.

With half of the global population living within 60 kilometers of
the coast and 75% of maijor cities worldwide located on the coast,
the pressure on available land is huge. Furthermore, many of
these coastal regions are at risk from our fourth business driver,
climate change.

Climate change issues have risen up the agenda, partly as a result
of the Paris Agreement (COP21) that came into force in November
2016. Climate change is compelling governments on several

continents fo take steps to protect their populations against
flooding and rising sea levels. The World Bank and the
Intergovernmental Panel on Climate Change (IPCC) have
warned that huge investments are needed to mitigate against
climate change, with adaptation costs estimated at a startling
USD 82 billion per year. Opportunities for Boskalis in this area
include potentially greater demand for coastal defense and
riverbank protection projects.

[l Dredging & Inland Infra
B Offshore Energy
B Towage & Salvage

[ Contracting
B Services

Figure 4: Revenue breakdown by activity and type of revenue

STRATEGIC FRAMEWORK

The Boskalis strategy is a logical progression from our mission
and vision.

We are a leading dredging and marine contracting and services
expert that creates new horizons for all our stakeholders. We do
so by offering a unique combination of people, vessels and
activities. We provide innovative and competitive solutions for our
clients in the offshore industry, ports and coastal areas, always
maintaining the highest standards of safety and sustainability.

In light of the market outlook the strategic course for the coming
period will be based on three pillars: Focus, Optimize and
Expand.

FOCUS

The Focus pillar of our strategy is aimed at:
- Value-Adding Assets
- Specific market segments

| ANNUAL REPORT 2016 - BOSKALIS
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Value-Adding Assets

Boskalis’ strength lies in deploying its own assets combined with
additional capabilities to add value for our clients. Boskalis will
sustain its success as long as we use our broad range of equipment,
staff and competencies to provide a balanced service to the
various client groups both at the top and the lower end of the
market. However, their requirements vary widely, both within and
between the market segments.

Financial & Business
Discipline

Strong
Balance Sheet

Engineering Risk Management

and Contracting

Maritime
Assets

Global
Client Base

Crew & Fleet
Management

Track Record
& Reputation

Leading
Market Positions

Figure 5: Interrelated core competencies

We seek to achieve the optimum balance between margin
maximization and fleet utilization by operating our assets at
various points on the S curve (see figure 6). We have clients
who need us to deliver integrated, innovative services or turnkey
solutions. In order to meet these client requirements we need
competencies that complement and reinforce one another, such
as risk management and engineering. In addition, we need to
be able to act as lead contractor, and project management
experience is essential. In the contracting segment with its higher

Contracting

Added Value

Services

Complexity

Figure 6: S curve — creating value with assets

margin potential we expressly position ourselves towards the top
of the S curve.

The more straightforward services assets are positioned at the lower
end of the S curve. Certain of these services support contracting
projects but the bulk of the business is third-party services revenue.
Here the emphasis lies on sustaining fleet utilization levels whilst
maintaining a responsible risk profile, with cost leadership being an
important prerequisite.

The S curve concept is dynamic in time and we therefore need to be
critical with regard to the scope for adding sufficient value to assets at
the bottom of the S curve. A structural shift in supply and demand can
for example cause a former value-adding asset to be structurally
repositioned lower on the curve. If this results in an asset becoming a
commodity that cannot be moved up the S curve, we will consider
divesting it. Conversely, modifying an existing asset or deploying it in a
new market segment — for example in conjunction with our high-value
confracting activities — can result in it being repositioned higher on the
curve. Boskalis manages its porffolio of assets actively to be able to
respond to such market dynamics. The essence of our value-adding
asset concept is that we aim to move up the S curve.

Activity and Market focus

Our core activities are focused on geographic regions and market
segments that offer us the greatest opportunities whereby we provide
our services on both a combined and a standalone basis. Our mix of
activities gives us a broad geographical scope. Some of our activities,
such as Dredging, Transport, Towage and Salvage, have a truly global
reach, while others have a regional focus. For example, our Inland
Infra activities are concentrated on the Dutch market and Offshore
Wind is focused on Northwest Europe, while our Installation &
Intervention activities and Subsea Services cover a wider geographical
scope spanning Northwest Europe, Africa and the Middle East.

OPTIMIZE

The Optimize pillar of our strategy is aimed at enhancing effectiveness
and efficiency across the organization.

Effectiveness

Selective tendering

Setting priorities is crucial to effectively meet the requirements of
our global client base. Specifically, we need to be critical and
selective in the (pre)tender phase, devoting attention and resources
to those tenders that are of greatest interest to Boskalis.

Operational/contractual excellence

Once a tender has been won, we must ensure we make the right
choices. Forward planning is essential but we must also see to it
that our project managers deliver precision work, following the
brief. This means delivering what we promised the client.

Within Towage we have successfully established regional joint
ventures. Within and between these joint ventures, there is an
opportunity fo be gained through benchmarking the individual
operations. By establishing benchmarks and sharing best practices
we can improve the operational performance of our Towage
business.




Organizational alignment

Over the previous business plan period, good progress was made
in streamlining the organization in order to reinforce the focus on
the business. A new organizational structure was put in place with
three divisions, each with its own operational support functions
such as engineering, fleet management and crewing. In light of

the company’s growth, further alignment of the structure is now
needed. A subdivision will be made within the Offshore Energy
division to distinguish between the more contractbased Installation
& Intervention activities and the more shortterm focused Transport
& Services business.

Boskalis Way of Working

The Boskalis Way of Working (WoW) is the new quality system
aimed at harmonizing various business processes and support
systems. The overriding objective of our WoW system is to give
our staff the best possible support in achieving operational
excellence when concluding and executing commercial contracts.
Operational excellence in this context means achieving
compliance with the internal and external control requirements

imposed on our primary project process with the minimum waste
of time and effort. The WoW system will be implemented in the
early stage of the business plan period.

Efficiency

Fleet rationalization program

In light of the deteriorated market conditions a fleet rationalization
study was conducted in the first half of 2016. Because these
conditions are expected to persist in the coming years the decision
was taken to adapt the size and composition of the Boskalis fleet.
In the period up to mid-2018 a total of 24 vessels will be taken
out of service: ten at Dredging and fourteen at Offshore Energy.
As a result, around 650 jobs (FTEs) will be lost worldwide, mostly
involving crewmembers of the vessels concerned. As per the end
of 2016 more than 250 of these jobs had been discontinued. The
timing of the remaining workforce reduction is partly dependent

on factors including the current deployment of vessels and
legislation.

More variable crewing costs
In order to maintain a costefficient business proposition we will
be looking at ways of making our crewing model more flexible

and variable without compromising safety and quality. Options
under consideration include a more flexible crew-planning model
whereby crew can be deployed across a pool of vessels and
greater flexibility in crew composition by training crew from the
Baltic States and the Philippines for more senior positions.

Head office cost reduction program

In the wake of the fleet rationalization program we will also
review our cost base at head office. A comprehensive cost study
will therefore be conducted in the first half of 2017. While the
objective of this study will be to reduce costs where possible, it will
also take the organization’s growth ambitions into consideration.
The cost review should therefore be seen in the broader context of
our organizational alignment and strategic agenda.

EXPAND

The Expand pillar of our strategy applies to all three Boskalis divisions

with an emphasis on Offshore Energy. While the shortterm outlook for

certain areas of the market remains challenging, we are confident that
the tough market conditions will also create opportunities. Existing
players are likely to run into difficulties, creating opportunities that we
can benefit from. There are various ways in which we can grow the
business, and we will consider our options as and when opportunities
arise. Ways of expanding include:

- building new assets, although this will only be considered for
unique assets that cannot be purchased second-hand, or buying
existing assets in the market;

« bolt-on acquisitions of players that hold an interesting market
position and preferably bring a combination of assets and
know-how;

- consolidation, an area where we are keen to play an active
role. Consolidation would be focused on markets where we
already hold a strong position. This category tends to be difficult
to influence, and is the most opportunity-driven of the three.

Dredging & Inland Infra

Dredging & Inland Infra, the traditional core activity of the
company, is focused on market segments with structural growth.
The rate at which the market is expected to grow is modest, but
the industry characteristics are compelling. Boskalis holds an
important share of this heavily consolidated market and has a very
strong global presence, putting it in a good position to take
advantage of forthcoming prospects.

Based on recent market assessments, Boskalis estimates the
global dredging market for hopper and cutter projects to have a
contract value in the order of EUR 51 billion, with the bulk of the
identified projects expected in the next five years. In addition to
these projects, there is an addressable market of more than

EUR 15 billion for climate change-related civil and dry
infrastructure projects, most of which are concentrated in Europe.

To position itself for these opportunities, Boskalis will make
investments fo maintain and where appropriate expand its market
position. In terms of the fleet, investments are centered on
completion of the newbuild mega cutter suction dredger Helios,
scheduled for the second half of 2017, plus the construction of a
sister vessel. We will also look at expanding our Inland Infra
business in the Netherlands and specifically applying the know-
how we have built up in the Dutch market to international
dredging projects. Boskalis will also continue to keep an eye out
for interesting consolidation opportunities involving acquisitions of
regional dredging players if and when such opportunities present
themselves.

Towage & Salvage

Towage is dependent on the rate of growth of seaborne trade and
the number of vessel movements through ports. Over the last few
years, the emphasis of Boskalis has been on the establishment of
regional joint ventures, with the focus on an efficient cost and
capital structure. With all the towage activities now having been
transferred to these joint ventures, the next step will be the further
expansion of our geographic footprint. Opportunities may be
pursued by and through one of the regional joint ventures or by
Boskalis directly.

| ANNUAL REPORT 2016 - BOSKALIS
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The volume of work for Salvage is by its nature unpredictable.
Nevertheless, Boskalis will leverage its global footprint and
permanent presence in ports around the world to grow its
Emergency Response business. Furthermore we will use our own
assets and apply our expertise in both engineering and contract
and risk management to secure wreck removal contracts.

Offshore Energy

The Expand pillar of our strategy remains strongly geared to
Offshore Energy. Despite the sharp decline in the oil price and the
cutback in capital expenditure by the offshore oil and gas industry
over the last couple of years, specific segments in this market
remain attractive for Boskalis.

Boskalis offers a broad range of capabilities, which can be
subdivided into contracting-focused Installation & Intervention (&)
activities and the more shortterm-focused Transport & Services
(T&S) business. Given the nature of the contracting business,
where we are expected to take on a broader responsibility with a
higher reward potential, the 1&! activities are positioned higher on
the S curve and are therefore an area where we want to pursue
further development.

Installation & Intervention

Within the contracting-focused 1&l segment we have identified an
addressable market of EUR 23 billion in the next five years. The
I& market comprises installation and decommissioning of floating
and fixed structures, landfalls and offshore wind-related activities.
The competitive landscape for the installation and decommissioning
of floating and fixed structures is highly fragmented, with the
combined market share of traditional global Engineering,

Procurement, Construction and Installation (EPCI) players estimated

to be less than 40%. Many of the other players are active with
just one or two key assets and due to the market downturn an

North America @
@,

' o®
@

Central America

&
('i)
g South America

increasing number of them are suffering from weak financial
performance and overleveraged balance sheets. This presents us
with an opportunity fo step info this market and to position
ourselves as an attractive independent player just below the EPCI
contractors with a geographic focus on Northwest Europe, Africa
and the Middle East.

The offshore wind market has taken off in earnest in recent years
but despite an impressive drop in cost per kWh the economics of
offshore wind remains dependent on government subsidies.

The total size of the market for wind-related 1&l in Northwest
Europe is not expected to grow beyond the current annual

EUR 1.5-1.7 billion. Boskalis’ share in this ranges from around
10% (foundations) to around 35% (cables) and the company is
committed to maintaining a strong presence in the European
market.

For the installation market, we are currently investing in converting
an existing heavy transport vessel into a 3,000 ton transport and
installation crane vessel. The multifunctional vessel will be deployed
for the installation of wind turbine foundations, topsides and
jackets and will also be suited for decommissioning activities as
well as wreck removal projects. A sister vessel is also scheduled
for conversion into a 3,000 ton crane vessel in the second half of
the business plan period. For the floating installation market, we
will seek to position ourselves higher on the S curve by adding
contracting assets such as construction support vessels. This could
be achieved by acquiring assets in the market or by acquiring a
player in the fragmented installation market.

Subsea Services

Boskalis has over the years developed a modest but successful
position in the subsea services market, focusing on survey and
UXO clearance, diving and Inspection, Repair and Maintenance

Southeast Asia

East / West Africa °

Australia

Figure 7: Identified dredging and climate change-related projects as well as offshore installation and intervention projects



(IRM) work in shallow water regions in Northwest Europe, Africa
and the Middle East. The annual revenue of the global shallow
water IRM market is estimated at EUR 6.5 billion, of which

EUR 3 billion in the regions where Boskalis is currently active.

This is another highly fragmented market, with the vast majority

of players operating just one or two survey and diving support
vessels in a region. With numerous players also being financially
stretched, we see opportunities for expanding our position in
Northwest Europe, Africa and the Middle East by acquiring assets
or by acquiring a player with assets.

The global shallow water SURF (Subsea, Umbilicals, Risers and
Flowlines) market is similar in size to the IRM market with estimated
annual revenue of EUR 2.3 billion in Northwest Europe, Africa
and the Middle East. Based on the market outlook and Boskalis’
existing subsea contracting capabilities, we want to look into a
gradual expansion into the shallow water SURF market and will
explore acquisition opportunities to achieve this.

Transport
Boskalis has a global leading position in heavy marine transport

through Dockwise and is also active in long-distance ocean
towage. In the past, demand in this market consisted of high-value
long-term contracts requiring high-end engineering know-how,
generally related to oil and gas production, complemented by
straightforward shortterm transport contracts for exploration rigs
or ports and marine-related work. However, the sharp drop in the
oil price has led to a decline in shortterm contracts and capital
expenditure freezes by the oil majors have put a further squeeze
on the number of high-value long-term contracts. The effect of this
volume decline has been compounded by a further influx of new
transport capacity. As a result, the low end of the heavy marine
transport segment is suffering from a structural supply and demand
imbalance.

In light of the above we are redefining our market position. At the
high end of the market we can still offer a unique proposition with
our Type 0 and | vessels. Our scale is also unparalleled in terms of
number of transport assets and the combination of heavy marine
transport with long-distance towage. Going forward, we will
continue to market this value-adding proposition.

However, following the aforementioned developments in the
market the smaller heavy marine transport vessels as well as the
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Figure 8: Strategic framework for 20172019

large AHTs are now considered to be commodity assets. As a
consequence, a substantial impairment charge was taken on the
value of these assets in 2016. In accordance with the S curve
philosophy we will seek forms of collaboration and/or
consolidation similar fo initiatives seen in comparable maritime
shipping markets. Where possible we will also seek to reposition
low-end assets higher on the S curve as we are doing for example
with the conversion of two Type Il transport vessels into 3,000 ton
crane vessels.

IN CONCLUSION

Boskalis is entering the 2017-2019 business plan period on a
very solid basis, with a net debt-free balance sheet and over

EUR 900 million in cash at end-2016. Despite the challenging
outlook our operating model based on our own assets means that
we will continue to generate a healthy cash flow. In addition we
have a strong global client base, highly committed and passionate
employees and a state-of-the-art, versatile fleet.

While we expect the operating environment to remain challenging
during the business plan period, we want to use this period to
invest counter-cyclically — sowing the seeds so we can reap the
benefits in the future. We will therefore continue to invest prudently
in the business. Total capital expenditure over the three-year
period is projected at around EUR 750 million, in line with
depreciation. This amount excludes any asset acquisitions, bolt-on
acquisitions or consolidation opportunities that may arise.

A healthy balance sheet is essential in our line of business. We
believe a net debt/EBITDA ratio in a range of 1 to 1.5 through
the cycle to be appropriate for our mix of activities. We expect to
remain below this range during the business plan period, both as
a matter of prudence and in order to have the flexibility to expand
if opportunities present themselves.

We remain committed to our shareholders and will maintain our
current dividend policy, which is based on distributing 40-50% of
the net profit from ordinary operations in cash or in shares. As an
additional measure, we will repurchase the same number of
shares that are distributed as stock dividend to prevent dilution.
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We strive to inform our stakeholders
as completely as possible and to provide

insight into the strategic direction and

performance of the company. These efforts
should allow for an accurate valuation of
the Boskalis share over time.

INVESTOR RELATIONS POLICY

Providing clear, transparent, accurate and timely information to
our stakeholders is something we value highly. We consider our
financial stakeholders to include existing and potential shareholders,
other investors, banks and brokers as well as the media. Relevant
information is equally and simultaneously provided to all interested
parties and is made available through annual, semi-annual and
quarterly updates, press releases, presentations fo investors and
the Boskalis website. To build and maintain long-term relationships
with our stakeholders we organize roadshows, attend conferences
and accommodate meeting requests and conference calls where
feasible, while adhering to all legal disclosure regulations and
obligations.

Bilateral meetings and conference calls with analysts and existing
or potential shareholders are not held during ‘closed periods’. Our
policy of holding bilateral meetings with shareholders is set out in
the Investor Relations section of our corporate website.

OPEN DIALOGUE

Following the publication of the annual and half-year results, we
host comprehensive plenary analyst meetings which are also made
available through a webcast. Following important announcements,
we also contact shareholders proactively and we maintain regular
contact with major investors and analysts, for example by providing
the opportunity, where feasible, to visit a project or a vessel.



In 2016 we expanded the geographic coverage of our roadshows
and investor conferences. We participated in conferences in the
Netherlands, China, France, Norway, Switzerland and the UK.
Roadshows for institutional investors were organized in Belgium,
Canada, Finland, France, Germany, Hong Kong, Ireland,
Luxemburg, the Netherlands, Japan, South Korea, Switzerland,
Taiwan, the UK and the US. In addition, a large number of investor
meetings were held at our head office in the Netherlands. In 2016
more than 350 meetings were held with investors.

Boskalis is covered by all the major Benelux brokers. We are in
frequent contact with their analysts, who play a key role in
distributing information to their clients about the markets in which
Boskalis operates.

On 10 May, 2016 we held our Annual General Meeting (AGM) of
Shareholders, in addition to two Extraordinary General Meetings
(EGM) of Shareholders held on 17 August and 10 November
respectively. More information on the AGM and EGMs can be
found in the Report of the Supervisory Board.

DIVIDEND POLICY

The main principle underlying the Boskalis dividend policy is to
distribute 40% to 50% of the net profit from ordinary operations
as dividend. At the same time Boskalis aims to achieve a stable
development of the dividend in the longer term. The choice of
dividend - in cash and/or entirely or partly in shares - takes into
account both the company’s desired balance sheet structure and
the interests of shareholders.

EQUITY

On 10 May 2016 the AGM approved a proposal to pay out 45%
of the 2015 net profit, equivalent to EUR 1.60 per ordinary share.
The dividend was paid in ordinary shares, unless shareholders
opted to receive the dividend in cash. Seventy-two per cent (72%)
of the 2015 dividend was distributed in the form of stock.

During 2016 the number of issued and outstanding ordinary
shares increased by approximately 4.45 million, all of which were
issued for stock dividend. As a consequence, the issued share
capital as at 3 June 2016 was around EUR 104 million, consisting
of 130,076,852 ordinary shares with voting rights with a nominal
value of EUR 0.80 each.

On 17 August 2016 the Extraordinary General Meeting of
Shareholders approved a reduction of the authorized capital of
Boskalis and the nominal value of the ordinary shares and the
cumulative protective shares. On 9 December 2016 this capital
reduction was implemented through an amendment of the Articles
of Association of the company. The authorized capital amounts to
EUR 4.8 million with 240 million ordinary shares and 80 million
cumulative protective shares, with a respective nominal value per
share of EUR 0.01 and EUR 0.03.

LISTING AND INDICES

Royal Boskalis Westminster N.V. is publicly listed on Euronext
Amsterdam (ticker BOKA.AS), where Boskalis shares and options

can be traded. Boskalis shares are included in the AEX-Index
as well as indices such as the Euronext Next 150 index, STOXX
Europe 600 Index and the MSCI Europe Index.

MAJOR SHAREHOLDERS

The following shareholders are known, based on the public
register of the AFM, to have been holders of at least 3% in
Boskalis share capital as at 31 December 2016:

HAL Investments B.V.: 35.45%

Sprucegrove Investment Management Limited: 5.16%
Blackrock Inc.: 4.38%

Marathon Asset Management: 3.57%

Oppenheimer Funds, Inc.: 3.07%

Besides these large shareholders, an estimated 15% of the shares
are held by shareholders in the UK, 13% in the US and Canada
and the remainder in mainly the Netherlands, Norway, Germany,
France, Switzerland and Hong Kong.

DUTCH INVESTOR RELATIONS AWARD

At the presentation of the Dutch IR Awards 2017 in early January
2017 Boskalis received an honorable award. Martijn Schuttevéer,
Director of Investor Relations at Boskalis, was chosen as best

IR professional in the AEX-Index, as he was in 2015 and 2013.
The Dutch IR Awards are presented by the Dutch Society for
Investor Relations (NEVIR) to companies and professionals that
excel in maintaining their relationships with investors and analysts
by means of good and clear disclosure, accessibility, knowledge

and reliability.

SHARE PERFORMANCE

In 2016, around 126 million Boskalis shares were traded on
Euronext Amsterdam (2015: 120 million). The average daily
trading volume in 2016 was in excess of 492,000 shares. In the
course of the year, the share price fell by 12% from EUR 37.63 to
EUR 32.99. The market capitalization declined 9% compared to
the end of 2015 to EUR 4.29 billion.

FINANCIAL AGENDA 2017

8 March Publication of 2016 annual results

10 May Trading update on first quarter of 2017

10 May Annual General Meeting of Shareholders

12 May Ex-dividend date

15 May Record date for dividend entitlement
(after market close)

29 May Final date for stating of dividend preference

1 June Determination and publication of conversion rate
for dividend based on the volume weighted
average share price on 30 and 31 May and
1 June (after market close)

6 June Date of dividend payment and delivery of shares

17 August Publication of 2017 half-year results

10 November Trading update on third quarter of 2017
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In 2017 the port of Portsmouth will
become the home of two new aircraft
carriers. Boskalis was responsible

for widening and deepening the port
and the entrance channel. The main
challenge involved detecting and
removing large quantities of
obstructions and unexploded
ordnance (UXO). The local project
team developed advanced equipment
for this work in collaboration with
colleagues from UXO detection and
clearance specialist Boskalis Hirdes.

“Portsmouth is not only a busy container and ferry port, it is also home to many
navy vessels,” said Boskalis project leader Gerrit Jan van den Bosch. “The British
Royal Navy is building two huge aircraft carriers, the Queen Elizabeth and the
Prince of Wales, and Portsmouth will be their home port. Boskalis was appointed
by the Defence Infrastructure Organisation, a part of the British Ministry of Defence,
to prepare the port for the arrival of these ships.”

CHALLENGE

The project included the clearance, widening and deepening of the port and its
entrance channel. The navigation channel was too narrow and shallow for the
aircraft carriers and needed to be widened from 200 to 500 meters and deepened
to 11 meters. The inner harbor and the turning basin were also deepened.

A large proportion of the dredging work, which involved a volume of 3.1 million

cubic meters, was executed by the trailing suction hopper dredger Shoalway and
the backhoe dredger Manu Pekka.

“The challenge was that the port area was littered with obstructions, including
ordnance,” said Van den Bosch. “The history of Portsmouth as a military port
dates back to the Middle Ages. Since then all sorts of things have ended up on the



Dredging work by the trailing suction hopper
dredger Shoalway in the port of Portsmouth.

seabed: from cannons and cannonballs to anchors and ship parts. On top of all that,
large numbers of German sea mines were placed in the Solent strait during the
Second World War and approximately 40,000 bombs were dropped. The entire area
had to be inspected and cleared to prevent risks and delays in the dredging work.
We were working with colleagues from Boskalis Hirdes, which specializes in the
detection and clearance of UXO.”

ADVANCED SURVEYS

The inspection of the port began in November 2015. About 800 objects were
detected using traditional survey techniques such as side-scan sonar and
magnetometer survey. A crane vessel then brought the obijects to the surface.

“We, however, also unintentionally retrieved a German sea mine with 700 kilograms
of explosives,” said Van den Bosch. “It was made of aluminum and so it escaped
detection by our equipment. Sea mines can still explode and we therefore switched to
an advanced survey technique known as Sub-Tem that is also used to detect non-
ferrous metals. This technology was developed for use on land, but we adapted it for
use underwater. It worked perfectly. More than 12,000 different objects — weighing in
total more than 1,100 tons — were removed from the seabed.”

RISKS

“Given the risks, our NINA safety program played a leading role on this project,”
Van den Bosch continued. “Portsmouth is a busy port with a lot of leisure shipping.

To keep the public at bay, the Smit Stour was put on patrol. We worked with a team
of certified UXO divers who didn't start to work until we were certain they were not
exposed to any danger.” A light-sensitive underwater camera was fitted to the grab of
a pontoon’s crane to obtain a clear picture of the objects on the seabed. A pump was
also fitted to the grab that was used like a vacuum cleaner to carefully remove the
sand from around obstructions, which could be a torpedo, bomb or sea mine. That
process was monitored with the camera. “The UXO divers came into action only if
we couldn’t make a clear assessment of the object on the seabed with the camera,”
Van den Bosch added. “If the divers believed that the object was indeed UXO, then it
was removed and disposed of by the Royal Navy’s own UXO divers. We also found
all sorts of other objects that could disrupt the dredging work, such as anchors and
big bundles of twisted steel cables.”

LAYER BY LAYER

The dredging work was done layer by layer. “The Sub-Tem surveys allowed us to
inspect the seabed to a depth of two meters,” Van den Bosch explained. “We
repeatedly conducted intensive investigations of the area to make sure we didn’t miss
anything. Then we removed the objects we found and dredged out that layer of soil
before investigating the next layer. It was a time-consuming approach but the number
of objects found dropped as we removed more material and then things started to
speed up.” More than 80 Boskalis colleagues were at work in Portsmouth, which is
now ready for the arrival of the aircraft carriers in 2017.
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REPORT OF THE

SUPERVISORY BOARD

The Supervisory Board wishes to thank all
employees and the Board of Management
of Boskalis for the great efforts they have
shown in 2016, especially considering the
current market conditions.

In accordance with Article 26 of the Articles of Association of Royal Boskalis
Westminster N.V., the Supervisory Board presents the 2016 annual report to
the Annual General Meeting of Shareholders. The annual report, including
the report of the Board of Management, the statement of directors’
responsibilities and the financial statements, was drawn up by the Board of
Management. The financial statements are accompanied by the report of the
company's external auditor Ernst & Young Accountants LLP, which is included
on pages 132 to 136 of this report.

We recommend the following to the Annual General Meeting of Shareholders:

» The adoption of the financial statements, including the appropriation of
profit or loss.

- The discharge of the members of the Board of Management in respect
of their management activities during 2016.

- The discharge of the members of the Supervisory Board for their
supervision of management during 2016.

- The distribution to shareholders of a dividend of EUR 1.00 per ordinary
share to be paid in ordinary shares, unless the shareholder opts to receive
a cash dividend.

COMPOSITION OF THE BOARD OF MANAGEMENT

The Board of Management consisted of four members at the start of the 2016
reporting year. On 10 May 2016 Mr. Verhoeven has resigned his function as
member of the Board of Management due to retirement. From that date
onwards the Board of Management consists of three members. No further
changes to the composition of the Board of Management occurred during the
year under review.

COMPOSITION OF THE SUPERVISORY BOARD

At the start of 2016 the Supervisory Board consisted of six members. At the
Extraordinary General Meeting of Shareholders on 10 November 2016, the
Extraordinary General Meeting of Shareholders considered the appointment
of Ms. I. Haaijer on the recommendation of the Supervisory Board. Supported
by the Works Council, the Extraordinary General Meeting of Shareholders
appointed Ms. Haaijer as member of the Supervisory Board for a period of
four years. No further changes to the composition of the Supervisory Board
occurred during the year under review. As from 10 November 2016 the
Supervisory Board consists of seven members.



ACTIVITIES OF THE SUPERVISORY BOARD

The Supervisory Board held five regular meetings with the Board
of Management of the company and scheduled one additional
meeting. The attendance rate at the meetings of the Supervisory
Board is 100%. The Supervisory Board also met several times
without the Board of Management being present and there was
regular telephone and one-on-one contact between the chairman
of the Supervisory Board and the chairman of the Board of
Management. In two meetings one Supervisory Board member
did not attend part of the discussions due to a potential conflict of
interest. The Supervisory Board held its meetings to discuss the
annual and half-year results in the presence of the external auditor,
Ernst & Young Accountants LLP.

Permanent items on the agenda of the Supervisory Board are
the development of the results, the balance sheet, the safety
performance, and the industry and market developments.

Within the context of the market developments the order book
and potential large projects as well as the status of important
contracted projects were discussed. During the year under review
subjects addressed included among others the impact of the low
oil price and the continuing uncertain market conditions on the
company. The Supervisory Board discussed the contracting of
large projects such as the award of the Fehmarnbelt Tunnel project
between Germany and Denmark, the additional work for the
Porto Agu project in Brazil, the Dugm New Refinery project in
Oman, the Texel and Houtrib dike projects in the Netherlands as
well as the installation of subsea cables for the wind farm projects
of Borssele | & Il in the Netherlands and East Anglia in the United
Kingdom, the decommissioning of the Viking and Vulcan oil
platforms on the North Sea and the installation of foundations for
the Aberdeen wind farm in the United Kingdom. The Supervisory
Board also informed themselves on the execution of projects such
as the installation of foundations for the Veja Mate and Wikinger
wind farm projects in Germany, the transport of the FPU Likouf for
the expansion of the Moho Nord oil field offshore Congo, the
transport of two topsides and various platform modules from
South Korea to the Clair oil field near the Shetland Islands in the
United Kingdom.

Furthermore, the financial seftlement effects of projects, which
were already technically completed, such as the Suez Canal
Expansion project in Egypt, were discussed. In discussing these
projects the Supervisory Board devoted attention to the various
operational, geopolitical, societal, environmental and financial
risks, and, where applicable, judged provisions made by the
Board of Management.

Other topics under scrutiny in 2016 included the corporate
budget, liquidity, acquisition and investment/divestment
proposals, the organizational structure and the staffing policies.

Specific attention was paid to the company’s policy on safety,
health and the environment and the societal aspects of doing
business.

The Supervisory Board received presentations by senior managers
within the company to inform themselves on the developments in
the areas of Logistical Management, Subsea Services and Salvage.

The Supervisory Board discussed in 2016 the amendment of

the Articles of Association to cancel the voluntary large company
regime as well as a reduction of the nominal share capital of
Boskalis. The Extraordinary General Meeting of Shareholders
adopted the proposals of the Supervisory Board thereto on

17 August 2016.

Attention was also paid to corporate social responsibility, with a
comprehensive discussion by the Supervisory Board of the Boskalis
Corporate Social Responsibility report. In 2016 the General Code
of Business Conduct, the Supplier Code of Conduct and the
Whistleblower Policy were revised due to new legislation. The
Supervisory Board also addressed several times the policy and
relevant developments in relation to anti-corruption and integrity.

The Supervisory Board examined the company’s strategy and the
risks associated with it. The development of the new Corporate
Business Plan for the period 20172019 was extensively
discussed.

The Audit Committee regularly assessed the structure and
operation of the internal risk management and control systems
associated with the strategy and discussed these with the
Supervisory Board.

No significant changes to the internal risk management and
control systems were made during the year under review. Further
information about the company’s risk management can be found
on pages 49 to 54 of this annual report.

In 2016, the Supervisory Board gave consideration to the
acquisition of the assets of STRABAG Wasserbau and the offshore
activities of VolkerWessels, the sale of SMIT Amandla Marine in
South Africa and Aannemingsbedrijf Markus B.V., as well as the
establishment of the joint venture KOTUG SMIT Towage to operate
harbor towage services in Germany, the Netherlands, Belgium
and the United Kingdom.

Furthermore, considerable attention was paid by the Supervisory
Board to the interest in Fugro N.V. Albeit that the activities of
Fugro are consistent with the company’s strategy and are a good
fit with Boskalis” activities, it has been decided in December 2016
to sell down the holding in Fugro in steps, due to the continuing
uncertain market conditions and the position of the Fugro
management, which reduced the uncertainty in the Boskalis share.
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During the year under review the share buy-back program proposed
by the Board of Management to acquire its own shares in the
company was also discussed by the Supervisory Board. The
decision was taken to suspend the share buy-back program in light
of the changed market conditions for an indefinite period of time.

The Supervisory Board paid a working visit to Portsmouth in the
United Kingdom during the year under review. During this visit the
Supervisory Board familiarized itself with the activities of the
various Boskalis business units in the United Kingdom operating in
the areas of dredging and infrastructure, wind farm construction
and ordnance clearance. In the course of doing so extensive
attention was paid to the market trends and possible new projects
in the region. In addition, the Supervisory Board visited the
Portsmouth dredging project aimed at widening and deepening
the port and the entrance channel to prepare for the berthing of
two new aircraft carriers.

A number of Supervisory Board members met with the Works
Council to discuss the results, the corporate strategy, the market
developments, the fleet rationalization program and the reduction
of related workforce, the establishment of the proposed joint
venture with KOTUG and the stake in Fugro.

The Supervisory Board has three core committees — the Audit
Comnmittee, the Remuneration Committee and the Selection and
Appointment Committee. The committees performed their tasks
as follows:

AUDIT COMMITTEE

Members of the Audit Committee

At the beginning of the year under review the Audit Committee
consisted of three members: Mr. Niggebrugge (chairman),

Mr. Van Wiechen and Mr. Van der Veer. On 10 November 2016
Mr. Van der Veer stepped down as a member of the Audit
Committee, and was succeeded by Ms. Haaijer. Mr. Niggebrugge
fulfills the role of financial expert in the Audit Committee.

Duties and responsibilities of the Audit Committee

The main duties of the Audit Committee are to advise the

Supervisory Board on:

- Supervising, monitoring and advising the Board of Management
concerning the operation of the internal risk management and
control systems, including the supervision of compliance with the
relevant legislation and regulations, and supervision of the
operation of the codes of conduct.




- Supervising the provision of financial information by the
company, the tax planning, the application of information,
communication and communication technology, and the
financing of the company.

» Maintaining regular contacts and supervising the relationship
with the external auditor as well as the compliance with and
implementation of the external auditor’s recommendations.

- Nominating an external auditor for appointment by the General
Meeting of Shareholders.

- The financial statements, the annual budget and significant
capital investments by the company.

- Supervising the functioning of the internal audit function.

Activities during 2016

The Audit Committee met in full on three occasions during 2016.
Regular topics discussed during these meetings included: the 2015
financial statements, the (interim) financial reporting for the 2016
financial year, the results relating to large projects and operating
activities, developments in IFRS regulations, risk management and
control, developments in the order book, cost control, share price
developments, and the financing and liquidity of the company.

Other topics of discussion included the impact of the situation

on the financial markets, insurance matters, the company’s tax
position and relevant tax developments, the internal control
procedures and administrative organization, the relevant
legislation and regulations and the Corporate Governance Code.
The follow-up of the Management Letter issued by the external
auditor as part of the audit of the 2015 financial statements was
also discussed.

In addition, the Audit Committee focused more specifically on

the recognition in the accounts of the stake in Fugro N.V., the
acquisitions of the assets of STRABAG Wasserbau and the
offshore activities of VolkerWessels and the divestments related to
the joint venture KOTUG SMIT Towage and SMIT Amandla Marine.

Furthermore, attention was paid to the progress of the projects
aimed at the further strengthening and integration of the
accounting and reporting systems within the group as well as the
management of internal financial processes and the ICT systems.

The Audit Committee also addressed the information security within
the company as well as a new procedure to prevent data leaks.

In the Audit Committee the activities performed by the internal
auditor during 2016 as well as the internal Audit Plan for 2017
have been discussed with the internal auditor. Other topics of
discussion included a review of the scope of the internal audit
function.

In addition to the chairman of the Board of Management and the
Chief Financial Officer, the Group Controller and the external
auditor were also present at the meetings of the Audit Committee.

During the year under review meetings were also held with the
external auditor without the company’s Board of Management being
present. The Audit Committee discussed with the external auditor the
audit fees as well as the audit approach. The Audit Committee also
established the independence of the external auditor.

Reports and findings of the meetings of the Audit Committee
were presented fo the entire Supervisory Board.

REMUNERATION COMMITTEE

Members of the Remuneration Committee

The Remuneration Committee consists of two members, with

Mr. Van Woudenberg as chairman and Mr. Niggebrugge as a
member. In the year under review no changes were made to this
composition of the Remuneration Committee.

The Remuneration Committee regularly availed itself of the services
of an independent remuneration adviser and has ascertained that

this remuneration adviser does not provide advice to the members

of the Board of Management.

Duties and responsibilities of the Remuneration Committee

The Remuneration Committee performs the following duties:

- Putting forward a proposal to the Supervisory Board with regard
to the remuneration policy to be pursued for the Board of
Management. The policy is submitted for approval to the
General Meeting of Shareholders.

Investigating whether the adopted remuneration policy is still
up-to-date and proposing policy adjustments where necessary.

- Putting forward proposals to the Supervisory Board with regard
to the remuneration of individual members of the Board of
Management (this in accordance with the remuneration policy
adopted by the General Meeting of Shareholders).

Compiling the remuneration report on the remuneration policy
pursued, subject to adoption by the Supervisory Board.

Activities during 2016

The Remuneration Committee met twice during 2016, with both
members having attended each of the meetings. The Committee
also held regular consultations outside these meetings.

Further details of the activities of the Remuneration Committee can
be found in the Remuneration Report 2016 (www.boskalis.com).

Reports and findings of the meetings of the Remuneration
Committee were presented to the entire Supervisory Board.

Remuneration policy for the Board of Management

The remuneration policy for the Board of Management was
adopted by the Extraordinary General Meeting of Shareholders
on 21 January 2011. The remuneration policy is consistent with
the strategy and core values of Boskalis, which are centered on
long-term orientation and continuity and take into account the
interests of Boskalis’ shareholders, clients, employees as well as
the ‘wider environment’. In 2016 the remuneration policy was
applied in accordance with the remuneration policy as last
adopted by the Extraordinary General Meeting of Shareholders
on 21 January 2011. The full text of the remuneration policy can
be found on the Boskalis website.

Remuneration policy for the Supervisory Board

The remuneration policy for the Supervisory Board was adopted
by the General Meeting of Shareholders on 10 May 2012. In
2016 the remuneration was applied in accordance with the
remuneration policy as adopted.
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SELECTION AND APPOINTMENT COMMITTEE

Members of the Selection and Appointment Committee

Early 2016 the Selection and Appointment Committee consisted
of two members, with Mr. Hessels acting as chairman and

Mr. Van Wiechen as member of this committee. On 10 November
2016 Mr. Van der Veer joined the Selection and Appointment
Committee as member. At the end of 2016 the Selection and
Appointment Committee consisted of three members.

Duties and responsibilities of the Selection and Appointment

Committee

The duties of the Selection and Appointment Committee concern

the following matters:

- Drawing up selection criteria and appointment procedures with
respect to members of the Supervisory Board and members of
the Board of Management of the company.

» Conducting a periodic assessment of the size and composition
of the Supervisory Board and the Board of Management and
drawing up the Profile.

» Conducting a periodic assessment of the functioning of
individual members of the Supervisory Board and Board of
Management and reporting thereon to the Supervisory Board.

* Proposing appointments and re-appointments.

» Supervising the policy of the Board of Management with respect
to selection criteria and appointment procedures for the senior
management of the company.

Activities during 2016

In 2016, the Selection and Appointment Committee held two
meetings, whereby all members joined. In addition, the members
consulted by telephone on several occasions. During the year
under review, the Selection and Appointment Committee discussed
the balanced composition and succession planning of the Board of
Management and the composition and size of the Supervisory
Board, bearing in mind the Profile and retirement rota. In that
regard the Selection and Appointment Committee proposed to the
Supervisory Board to increase the Supervisory Board from six to
seven members. Therefore a vacancy in the Supervisory Board
needed to be filled. The Supervisory Board simultaneously
informed the shareholders and the Works Council of the resulting
vacancy. The Selection and Appointment Committee, after a
careful selection process, found Ms. |. Haaijer prepared to fill this
vacancy. The Supervisory Board adopted this recommendation by
the Selection and Appointment Committee and proposed to the
Extraordinary General Meeting of Shareholders on 10 November
2016 that Ms. Haaijer be appointed for a period of four years
until 2020 given her extensive management experience which she
has gathered at a diverse group of international stock listed
companies. This proposal was made in accordance with the law,
the Articles of Association of the company and the Profile of the
Supervisory Board. The recommendation to appoint Ms. Haaijer
had the full support of the Works Council. The Extraordinary
General Meeting of Shareholders appointed on 10 November
2016 Ms. Haaijer for a period of four years until 2020.

The company arranged an induction program for Ms. Haaijer in
January 2017.

In the year under review no appointments or re-appointments
were due for the Board of Management.

Reports and findings of the meetings of the Selection and
Appointment Committee were presented fo the entire Supervisory
Board.

DUTCH CORPORATE GOVERNANCE CODE

Since the introduction of the Dutch Corporate Governance Code
(the “Code”) in 2004, the principles of proper corporate
governance and best practice provisions set out in the Code have
regularly been discussed at Supervisory Board meetings. The
principal points of the Boskalis Corporate Governance policy can
be found on pages 58 and 59 of this annual report.

In the opinion of the Supervisory Board, the provisions of the
Code regarding the independence of the members of the
Supervisory Board have been complied with.

The Supervisory Board considers Mr. Van Wiechen not to be
independent in light of the Code, due to the fact that he fulfills the
position of director at HAL Investments B.V., which company holds
as at 31 December 2016 a major interest of 35.45% in the share
capital of Boskalis.

Outside the presence of the Board of Management the Supervisory
Board discussed the performance of the Board of Management.

It also discussed the performance of the Supervisory Board, the
chairman of the Supervisory Board, the three committees and the
individual members of the Supervisory Board as compared to the
Profile. This evaluation was conducted by means of a questionnaire
as well as through collective and bilateral discussions between the
members of the Supervisory Board, the chairman of the Supervisory
Board and the chairman of the Board of Management. In its
opinion the Supervisory Board is functioning well.

The Supervisory Board wishes to thank the employees and the
Board of Management of Boskalis for the great efforts they have
shown in 2016, especially considering the current market
conditions.

Papendrecht / Sliedrecht, 7 March 2017
Supervisory Board

Mr. J.M. Hessels, chairman

Mr. H.J. Hazewinkel, deputy chairman
Ms. |. Haaijer

Mr. M. Niggebrugge

Mr. J. van der Veer

Mr. J.N. van Wiechen

Mr. C. van Woudenberg






The coming years will see a growing number
of wind farms being built in deep water.

A unique transport and installation crane
vessel, due to enter service at the end of 2017,
will give Boskalis a valuable asset in this
market. The existing Dockwise heavy transport
vessel Finesse is currently being converted for
this purpose and will be deployed on the
Hornsea Project One offshore wind farm
project which was acquired in 2016. However,
the multifunctional vessel will also be well
suited for deployment on oil and gas installation

work, decommissioning tasks and wreck
removals.

“With this vessel we are anticipating two trends in the market for renewables
and offshore projects: demand for lower costs and fast turnaround times. The
new vessel checks both these boxes,” said Pim Nelemans, director of Design,
Tendering & Engineering at the Boskalis Offshore Energy division. The Finesse
will be equipped with a 3,000 ton rotating mast crane, dynamic positioning
(DP2), a helicopter deck and additional accommodation for up to 150
people. “The combination of the high lifting capacity with a huge deck area
of 165 by 43 meters is unique,” said Nelemans. “Wind farms are being built
further and further offshore mainly using jack-up vessels, whose legs have to
be positioned on the seabed. However, these vessels are limited to a water
depth of several tens of meters, which is exactly why we have opted for this
“floating’ solution. We expect that this will also allow us to offer a more
cost-effective alternative.”




Arfist's impression of the F3000 carrying
monopile foundations and transition pieces
for an offshore wind farm.

LOGISTIC ADVANTAGES

The deployment of floating sheerleg cranes and jack-up vessels for the construction of
offshore wind farms makes for very complex logistics. Constant trips back and forth
using tugs and barges are needed to deliver the jackets or monopiles for installation.
“The advantage of the F3000 is that it allows us to position and transport a large
number of jackets or monopiles on the 6,500-square meter deck. Two 7.5 MW
Rolls-Royce engines enable the vessel to reach a speed of 12 knots. After arrival at
the location, installation work can start immediately, without having to wait for the
time-consuming process of extending the legs of a jack-up vessel. Fewer transport
movements are required, resulting in huge logistic benefits. Moreover, it results in a
sharp reduction in fuel consumption and carbon emissions, a factor that is increasingly
important fo many clients. Another big advantage is that the DP2 system enables us to
reposition the vessel quickly. Compared to jack-up vessels the F3000 will also be
deployable in less favorable wave conditions, resulting in time savings, good workability
and a predictable operating process. The helicopter deck means that offshore work
can continue uninterrupted during crew changeovers,” said Nelemans.

HORNSEA PROJECT ONE OFFSHORE WIND FARM

Boskalis will deploy the F3000 for the transport and installation of the foundations
for part of the Hornsea Project One offshore wind farm, which is being built 120
kilometers off the coast of Yorkshire, UK. Execution of the contract, which was
awarded to Boskalis by DONG Energy Wind Power A/S in 2016, will start in the
second half of 2018. “Before then we expect to be able to deploy the vessel on other
projects,” said Nelemans. “The Hornsea project was a major factor in our investment
decision. We were in talks with DONG for quite some time about the possibility of
using a large transport and installation crane vessel for the transport and installation
of the foundations on this project. Gradually everyone became more and more
convinced of the economic benefits of this concept.”

INSTALLATION, DECOMMISSIONING AND SALVAGE WORK

The F3000 is also ideally suited for the installation of topsides and jackets as well as
decommissioning activities, such as the dismantling and immediate removal of existing
oil and gas installations or obsolete wind farms. “We also expect to deploy the vessel
on subsea and salvage work,” said Nelemans. “The spacious accommodation means
that we are able to house a large number of specialists, such as divers and welders.”

F3000 SPECIFICATIONS

Crane lifting capacity: 3,000 tons
Available deck space: 6,500 m?

Total installed power: 25 MW

Transit speed: 12 knots
Dynamic positioning: Kongsberg DP2
Accommodation: 150 people



Installation of the 4,200 ton Thien Ung platform topside
by the sheerleg crane Asian Hercules Il offshore Vietnam.
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FINANCIAL
PERFORMANCE

Royal Boskalis Westminster N.V. achieved a net profit, adjusted for the EUR 840 million impairment
charges net of taxes, of EUR 276 million in 2016, in line with expectations. Including impairment
charges the company reported a net loss of EUR 564 million (2015: net profit of EUR 440 million).

Revenue declined by 20 per cent to EUR 2.60 billion (2015: EUR 3.24 billion). Adjusted for
consolidation, deconsolidation and currency effects, revenue was down 26 per cent.

EBITDA amounted to EUR 660 million and the operating result was EUR 385 million, both adjusted
for impairment charges (2015 EBITDA: EUR 885 million and operating result: EUR 577 million).

Given that 2015 was still an exceptionally good year with strong fleet utilization rates and
outstanding project margins the transition to and contrast with 2016 was equally exceptionally
large.

Dredging & Inland Infra had a quiet year. The sharp decline in revenue was partly due to a very
busy 2015 with the execution of the Suez Canal project, but also reflects the conditions in the
market. Moreover, revenue and fleet utilization were negatively impacted by the suspension of
work on the Pluit project in Indonesia. The results on projects in progress were reasonable.

Revenue rose at Offshore Energy due to the addition of the offshore activities acquired from

VolkerWessels. These activities also made a good contribution to the result. The remaining activities
made a reasonable to good contribution despite the deteriorated market conditions.

Towage & Salvage reported a lower result compared to the previous year, partly as a result of
deconsolidation effects at Towage. Salvage had a good but very quiet year.

The order book increased to EUR 2.92 billion (end-2015: EUR 2.49 billion).

Dredging work by the world's largest and
most efficient backhoe dredger Magnor.




OPERATIONAL AND FINANCIAL DEVELOPMENTS

As a result of the strongly deteriorated market conditions and

outlook in the offshore energy sector, non-cash impairment charges

of in total EUR 842.6 million, including those within joint ventures,
have substantially impacted the Boskalis 2016 annual result.

For comparison purposes the operating result, share in result joint
ventures and associates and EBITDA, as well as the divisional
results have where applicable been adjusted for impairment

charges. Excluding the after tax impairment charges of

EUR 840.1 million, the 2016 net profit amounts to EUR 276.4
million. The dividend proposed for 2016 has been based on

this adjusted net profit.

REVENUE

During the past year revenue decreased by 20% to
EUR 2.596 billion (2015: EUR 3.240 billion). Following a very

busy 2015, organic revenue declined in all three divisions, mainly

as a result of the prevailing market conditions. Adjusted for
consolidation, deconsolidation and currency effects, revenue

declined by 26%.

In line with the first half of 2016 Dredging & Inland Infra also
had a quiet second half. The sharp decline in revenue compared
to the previous year was partly due to a very strong 2015, with

the completion of the Suez Canal project, but it was also a

reflection of market conditions. Furthermore, revenue and fleet
utilization levels were adversely affected by the suspension of

work on the Pluit project in Indonesia.

REVENUE BY SEGMENT 2016 2015
(in EUR million)
M Dredging & Inland Infra 1,164.5 1,727.2
M Offshore Energy 1,333.7 1,233.4
B Towage & Salvage 121.4 294.9
Eliminations -23.1 -15.2
Total 2,596.3 3,240.3
REVENUE BY GEOGRAPHICAL AREA 2016 2015
(in EUR million)
B The Netherlands 552.2 640.2
B Rest of Europe 1,078.6 779.3
B Australia / Asia 283.7 540.1
B Middle East 134.6 250.5
B Africa 232.6 615.3
North and South America 314.6 414.9
Total 2,596.3 3,240.3

The Offshore Energy segment reported an increase in revenue,
which was fully attributable to the acquisition of the VolkerWessels
offshore activities. Adjusted for this acquisition and for the effects
of the divestment of SMIT Amandla Marine, revenue was lower
with 15%.

The revenue decline of the Towage & Salvage segment was partly
attributable to the elimination of revenue from the European harbor
towage services. Following the transfer of these activities at the
start of the second quarter into the KOTUG SMIT Towage strategic
joint venture, only our share in the net result is recognized from the
second quarter onwards. Revenue at Salvage was lower due to a
generally weak emergency response market and the absence of
larger wreck removal projects. In 2015 two large wreck removal
projects were executed.

RESULT

In 2016 the operating result before interest, taxes, depreciation,
amortization and impairment charges (EBITDA) totaled

EUR 660.5 million (2015: EUR 884.7 million). The EBITDA
includes the contribution from our share in the net result of joint
ventures and associated companies, adjusted for impairment
charges taken within joint ventures.

The operating result fell 33%, to EUR 384.6 million (2015:
EUR 577.3 million).

1,334 1,164

283

135

284
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The operating result includes our share in the net result of joint
ventures and associated companies (adjusted for impairment
charges), which amounted to EUR 11.3 million (2015:

EUR 43.3 million). This decline was largely attributable to the results
related fo our investment in Fugro, which on balance amounted to
EUR 30.1 million loss (2015: EUR 3.1 million loss).

After pre-tax impairment charges of EUR 842.6 million (2015:
EUR 14.5 million), the EBIT amounted to a negative
EUR 458.1 million (2015: positive EUR 562.8 million).

Within Dredging & Inland Infra, lower revenues and an associated
decline in equipment utilization led to a lower result. The results on
projects in progress or in the process of being completed were
reasonable.

Offshore Energy achieved a still satisfactory result, despite
worsened market conditions. This result was supported by a strong
contribution from offshore wind projects, including the
VolkerWessels activities that were acquired mid-2016.

Towage & Salvage closed the year with a lower result as a
consequence of the deconsolidation of the European harbor
towage activities, a lower result from several joint ventures and
associated companies, and a lower level of activity of Salvage.

Non-allocated group income and expenses amounted to a positive
EUR 6.5 million (2015: negative EUR 51.8 million). In addition to
the usual non-allocated head office costs this included a book
profit on the KOTUG SMIT transaction (EUR 34.0 million pretax),
a book profit from the revaluation to fair value of our existing 50%
share in VBMS (EUR 39.8 million) on acquiring the remaining
50% of VBMS, a book profit on the sale of SMIT Amandla Marine
(EUR 8.3 million) and the results related to our investment in Fugro
(EUR 30.1 million loss).

RESULT BY SEGMENT (EBIT) 2016 2015
(in EUR million)

Dredging & Inland Infra 119.7 299.5
Offshore Energy 209.5 250.5
Towage & Salvage 48.8 79.1
Non-allocated group income and

expenses 6.5 -51.8
Impairment charges -842.6 -14.5
Total -458.1 562.8
NET PROFIT

EBIT was a negative EUR 458.1 million. Net financing expenses,
including a non-recurring cost of EUR 40.3 million related to the

early repayment of the 2010 US Private Placement, amounted to
EUR 71.3 million, resulting in a pre-tax loss of EUR 529.4 million.

The net loss attributable to shareholders was EUR 563.7 million,
compared to a profit of EUR 440.2 million in 2015.

For the purpose of determining the dividend, the net loss
attributable to shareholders will be adjusted for the posttax effect
of impairment charges of EUR 840.1 million, resulting in an
adjusted net profit of EUR 276.4 million.

ORDER BOOK

In 2016 Boskalis acquired, on balance, EUR 2,543 million worth
of new contracts, excluding the effects from acquisitions and
divestments. At the end of the year the order book, excluding our
share in the order books of joint ventures and associated
companies, stood at EUR 2,924 million (end-2015:

EUR 2,490 million).

ORDER BOOK 2016 2015
(in EUR million)

Dredging & Inland Infra 1,892.5 1,506.9
Offshore Energy 1,023.9 975.2
Towage & Salvage 7.5 7.9
Total 2,923.9 2,490.0

DREDGING & INLAND INFRA

Construction, maintenance and deepening of ports and
waterways, land reclamation, coastal defense and riverbank
protection, underwater rock fragmentation and the extraction of
minerals using dredging techniques. Construction of roads and
railroads, bridges, aqueducts, viaducts and tunnels including
earthmoving, soil improvement and remediation — mainly in the

Netherlands.

DREDGING & INLAND INFRA 2016 2015
(in EUR million)

Revenue 1,164.5 1,727 .2
EBITDA 223.0 400.4
Net result from JVs and associates 3.6 2.9
Operating result* 119.7 299.5
Order book at year-end 1,892.5 1,506.9

* Excluding impairments

REVENUE

Revenue in the Dredging & Inland Infra segment amounted to
EUR 1,164 million (2015: EUR 1,727 million).

REVENUE BY MARKET 2016 2015
(in EUR million)

The Netherlands 465.9 455.2
Rest of Europe 272.7 287.9
Rest of the world 425.9 984.1
Total 1,164.5 1,727 .2

The Netherlands

In 2016 revenue in the Dutch market increased to

EUR 465.9 million. Both the first and second half of the year saw
a lot of work performed on various Room for the River projects.
The SAAone project (A1-Aé motorway) and the Buitenring
Parkstad Limburg projects also delivered a good contribution to
revenue. The first phase of the construction of the Marker Wadden
nature reserve island, commissioned by Dutch environmental
organization Natuurmonumenten, in the Markermeer lake
commenced in 2016.



Rest of Europe

Revenue in the rest of Europe amounted to EUR 272.7 million.

In the home markets (Germany, the UK, Sweden and Finland)
numerous smaller and medium-sized projects were executed on
various portrelated capital and maintenance projects, as well as
dredging activities for various offshore wind farms. The largest
project was the deepening of the approach channel and inner
harbor area of Portsmouth harbor, in preparation for the arrival of
two new aircraft carriers for the UK’s Royal Navy.

Rest of the world

Outside of Europe revenue amounted to EUR 425.9 million.

This was sharply down on the EUR 984.1 million reported for
2015, which was an exceptionally strong year, with a substantial
contribution from the Suez Canal project. The decline in revenue
was due to the absence of a similarly large project and a market
characterized by pressure on volumes and delays, both in the
award of new projects and in projects under execution. Activities
related to the Pluit project in Jakarta Bay, Indonesia were suspended
in early 2016, due to a dispute between the Indonesian authorities
and the client and have yet to recommence. Countries where
Boskalis was furthermore active include Singapore (Finger Pier I),
South Korea (Incheon), Australia (Melbourne), Kuwait, Angola,
Mexico (various port-related activities) and Panama (Punta Pacifica
2 artificial island).

FLEET DEVELOPMENTS

Utilization of the hopper and cutter fleet was considerably lower
than in the previous year, in line with the lower volume of work
and as a result of repairs. The hopper fleet had an effective

Construction of the artificial island
Punta Pacifica 2 in Panama.

annual utilization rate of 27 weeks (2015: 43 weeks), with the
cutter fleet utilization rate at 9 weeks (2015: 34 weeks).

In light of market conditions and after completion of its fleet
rationalization study, Boskalis announced at the start of July that
ten dredging vessels would be taken out of service in the 2016-
2018 period. These include trailing suction hopper dredgers and
cutter suction dredgers. The fleet rationalization will be implemented
through the scrapping, sale and/or lay-up of vessels. Five of the
ten vessels have been scrapped or sold.

SEGMENT RESULT

Dredging & Inland Infra achieved an EBITDA of
EUR 223.0 million, with an operating result of EUR 119.7 million
(2015: EUR 400.4 million and EUR 299.5 million, respectively).

Given the increasingly challenging market the results from
dredging projects were reasonable. The result was negatively
impacted by the considerably lower fleet utilization rate compared
to the previous years. In addition, in 2016 there was a lower
contribution from financial settlements on projects that were
technically completed at an earlier stage, including former projects
in Australia, Africa and the Middle East. Such settlements are not
uncommon, although size and timing is unpredictable.

ORDER BOOK

At the end of the year the order book stood at EUR 1,893 million
(end-2015: EUR 1,507 million). Noteworthy projects include the
dredging activities for the Fehmarnbelt tunnel between Germany
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and Denmark, the construction of artificial islands near Makassar
(Indonesia), the deepening of Porto do Agu (Brazil), the construction
of the Bremerhaven Offshore Terminal (Germany), the reinforcement
of the Wadden Sea dike on the Dutch island of Texel and the
reinforcement of the Wadden Sea dike between Eemshaven and
Delfzijl (the Netherlands), as well as numerous medium-sized
projects in the Netherlands. On balance EUR 1,522 million of
new work was acquired during the course of the year.

After the close of the year Boskalis was awarded a large dredging
project for the development of the port of Dugm (Oman) and a
contract for the deepening of the port of Santos (Brazil). The new
mega cutter Helios, which is due to be commissioned mid-2017,
will be deployed on the Dugm project.

ORDER BOOK BY MARKET 2016 2015
(in EUR million)

The Netherlands 723.5 7471
Rest of Europe 590.4 219.8
Rest of the world 578.6 540.0
Total 1,892.5 1,506.9

OFFSHORE ENERGY

Offshore dredging and rock installation projects, heavy transport,
lift and installation work, diving and ROV services in support of
the development, construction, maintenance and dismantling of oil
and LNG import/export facilities, offshore platforms, pipelines
and cables and offshore wind farms.

OFFSHORE ENERGY 2016 2015
(in EUR million)

Revenue 1,333.7 1,233.4
EBITDA 374.6 418.4
Net result from JVs and associates 2.2 7.0
Operating result* 209.5 250.5
Order book at year-end 1,023.9 975.2

* Excluding impairments

REVENUE

Revenue within the Offshore Energy segment increased to
EUR 1,334 million (2015: EUR 1,233 million). The offshore
activities acquired from VolkerWessels were fully consolidated as




from the beginning of the second half of the year. The revenue
contribution of these activities was EUR 291 million, of which
EUR 121 million was related to the 50% share of VolkerWessels
in the Veja Mate and Wikinger offshore wind farm projects that
were largely completed in 2016. The activities of SMIT Amandla
Marine were deconsolidated with effect from 1 December,
following the sale of our share in the company.

Marine Contracting, which includes Dockwise’s long-term Heavy
Marine Transport activities and the Transport & Installation
projects, had a busy year. The two largest projects were the
transport and installation of the foundations for offshore wind
turbines for the Veja Mate and Wikinger projects. These projects
were initially acquired in 50/50 joint venture with VolkerWessels
but were completed on a 100% basis following the acquisition of
the offshore activities of VolkerWessels. Other notable projects
include the transport and installation of modules for the Hebron
(Canada) and Clair Ridge (United Kingdom) offshore developments,
the Thien Ung topside installation (Vietnam) and various FPU/
FPSO projects (Moho Nord, Madura and East Hub).

Subsea Contracting had a quiet first half of the year, but in the
second half the Gasco pipeline project was started in Abu Dhabi.
Various rock installation works were executed for offshore wind
projects, including the Veja Mate project.

Logistical Management gradually slowed down in 2016, following
a number of very busy years. The number of transports declined
as work on the Wheatstone and Ichthys projects in Australia was
completed. In the second half year a number of transports were
carried out for Yamal LNG in Russia.

Within Transport & Marine Services, the challenging market
conditions are increasingly being felt. The high-end Dockwise
vessels were well utilized throughout the year, albeit at lower
rates, whilst the low-end heavy marine transport vessels and wet
towage activities were most affected by lower demand and highly
competitive rates. Utilization levels for the other equipment,
including the floating sheerleg cranes and Giant barges, were
reasonable to good, albeit at lower prices.

Market conditions for Subsea Services remained difficult, in
particular on the North Sea, but despite competitive pressures the
performance was good. In addition to deploying equipment on
own offshore wind energy projects and ordnance clearance
projects in Northwest Europe, Subsea Services saw a project for
Dubai Petroleum extended and was involved in projects for Total,
Maersk and ConocoPhilips.

FLEET DEVELOPMENTS

In 2016 the Dockwise fleet achieved a utilization rate of 66%
(2015: 76%). Two Type Il closed stern vessels were laid up with
effect from the end of 2016. In line with market conditions the
utilization rate of the ocean-going tugs was low, with two of the five
vessels laid up. The cable-laying vessels, Diving Support Vessels
and the Rockpiper (fallpipe vessel) all saw good utilization levels.

In light of market conditions and after completion of its fleet
rationalization study, Boskalis announced at the start of July that

fourteen vessels would be taken out of service in the 2016-2018
period. These include anchor handling tugs, ocean-going tugs
and heavy transport vessels. The fleet rationalization will be
implemented through the scrapping, sale and/or lay-up of vessels.
Six of the fourteen vessels have been scrapped or sold.

In order to respond to opportunities in the offshore installation
market, Boskalis is converting an existing heavy transport vessel
info a crane vessel. The Finesse, a Type Il open stern heavy
transport vessel, is being modified for this purpose and will be
equipped with features including dynamic positioning, additional
accommodation and a rotating mast crane with a lifting capacity
of 3,000 tons. The combination of a large amount of deck space
for transport and a large lifting capacity for the installation of
foundations will provide Boskalis with a unique installation vessel.
The vessel will also be deployable on transport and installation
activities in the offshore wind sector, oil and gas industry, as well
as on decommissioning and salvage projects. The vessel is
expected to be ready for deployment from the end of 2017. For
more information please refer to pages 28 and 29.

SEGMENT RESULTS

In 2016 EBITDA for the Offshore Energy segment amounted to
EUR 374.6 million, with an operating result of EUR 209.5 million
(2015: EUR 418.4 million and EUR 250.5 million, respectively).
The offshore activities acquired from VolkerWessels contributed
EUR 30.4 million to EBITDA and EUR 24.9 million to the operating
result.

The deteriorated market conditions in the oil and gas sector
predominantly impacted results in the services business units, with
the shortterm wet towage and shortterm Heavy Marine Transport
activities under most pressure.

The segment result includes our share in the net result of joint
ventures and associated companies, particularly VBMS for the
period preceding the full acquisition, and Asian Lift. The
contribution from these activities was EUR 2.2 million (2015:
EUR 7.0 million). The Asian Lift joint venture in Singapore
continues to be adversely affected by the decline in demand from
the offshore sector and the resulting pressure on utilization and
prices.

ORDER BOOK

At the end of 2016 the order book, excluding our share in the
order books of joint ventures and associates, stood at

EUR 1,023.9 million (end-2015: EUR 975.2 million). The sale and
deconsolidation of the SMIT Amandla Marine business resulted in
EUR 80 million of revenue being removed from the backlog. The
offshore activities acquired from VolkerWessels were added to the
order book with effect from 1 July.

On balance EUR 950.6 million of new work was acquired during
the year. Acquired projects included a gas pipeline trenching and
backfilling contract in Abu Dhabi, transport contracts for the Johan
Sverdrup oil field and the Yamal LNG project, a balance of plant
contract for Aberdeen Offshore Wind Farm, the installation of
foundations for Hornsea Offshore Wind Farm Project One and
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numerous cabling contracts for wind farms including Borssele
Alpha. Boskalis will deploy its new 3,000 ton crane vessel on the
Hornsea OWF Project One.

After the close of the year Boskalis was awarded the cabling
contracts for the East Anglia ONE and EnBW Hohe See offshore
wind farms.

TOWAGE & SALVAGE

Towage: towage services and berthing and unberthing of
oceangoing vessels in ports and at offshore terminals,
management and maintenance both above and below the surface
of onshore and offshore oil and gas terminals and associated
maritime and management services.

Salvage: providing assistance to vessels in distress, wreck
removal, environmental care services and consulfancy.

TOWAGE & SALVAGE 2016 2015
(in EUR million)

Revenue 121.4 294.9
EBITDA* 55.1 96.2
Net result from JVs and associates* 35.5 36.3
Operating result* 48.8 79.1
Order book at year-end 7.5 7.9

* Excluding impairments

REVENUE

Revenue within the Towage & Salvage segment declined to

EUR 121.4 million (2015: EUR 294.9 million). The drop was
largely due to the further implementation of the Towage strategy,
aimed at transferring all the harbor towage activities to joint
ventures. The joint venture with KOTUG, combining both partners’
European harbor towage activities, became effective at the start of
April. Consequently, the European harbor towage activities were
deconsolidated from the start of the second quarter and from that
date our share in the net result of the new KOTUG SMIT Towage
joint venture is recognized under results from joint ventures and
associated companies.

SMIT Salvage started the year with a number of impressive and
successful emergency response assignments, such as rescuing a
ro-ro carrier that had gone adrift in the Bay of Biscay, refloating a
19,000 TEU container ship on the Elbe River near the port of
Hamburg in Germany and refloating a stranded oil rig off the
coast of Scotland. After a busy start of the year, the remainder of
the year was considerably weaker, as a result of a relatively low
level of emergency response projects coming to the market.
Contrary fo the previous years, no major wreck removal projects
were executed or added to the order portfolio. As a result,
revenue at Salvage declined by around 50%.

SEGMENT RESULT

EBITDA generated within the Towage & Salvage segment totaled
EUR 55.1 million, with an operating result of EUR 48.8 million
(2015: EUR 96.2 million and EUR 79.1 million, respectively).

The Salvage result was positively impacted by the financial
setflement of salvage projects that were executed in previous
years. Such settlements are a common part of the salvage
business, but size and timing of settlements are unpredictable.

The segment result includes our share in the net result from joint
ventures and associated companies, particularly Smit Lamnalco,
Keppel Smit Towage, Saam Smit Towage and, as from the second
quarter, KOTUG SMIT Towage. The contribution from these
activities was EUR 35.5 million (2015: EUR 36.3 million). The
contribution to the result from both Smit Lamnalco and Keppel Smit
Towage stayed behind previous years, due to the difficult market
conditions.

ORDER BOOK

At end-2016 the order book, excluding our share in the order
books of joint ventures and associated companies, stood at
EUR 7.5 million (end-2015: EUR 7.9 million). The order book

relates solely to the Salvage business unit.

HOLDING AND ELIMINATIONS

Non-allocated head office activities.

HOLDING AND ELIMINATIONS 2016 2015
(in EUR million)

Revenue -23.2 -15.2
EBITDA 7.7 -30.3
Impact Fugro -30.1 3.4
Net result from JVs and associates

excluding Fugro 0.0 0.3
Operating result* 6.5 -51.8

* Excluding impairments

SEGMENT RESULT

The operating result mainly includes the usual non-allocated head
office costs, as well as various non-allocated (in many cases
non-recurring) income and expenses.

In accordance with IFRS the transfer of the SMIT Towage
Northwest Europe activities into the joint venture with KOTUG must
for accounting purposes be treated as a divestment transaction of
group companies, followed by the acquisition of a 50% share in a
joint venture. This divestment of SMIT Towage Northwest Europe
resulted in a book profit of EUR 34.0 million before taxation and
EUR 37.0 million after taxation.

In accordance with IFRS, the acquisition of the remaining 50%
share in VBMS was treated for accounting purposes as a
divestment of Boskalis’ existing 50% share, followed by the
acquisition of 100% of the shares of a new group company.
The divestment of the 50% share resulted in a book profit of
EUR 39.8 million.

Early December, Boskalis sold SMIT Amandla Marine. This
transaction resulted in a EUR 8.3 million book profit.



Boskalis’ share in Fugro is accounted for in the Holding and
Eliminations segment. Up until 13 December 2016, when the
shareholding was reduced to below 20%, Fugro was accounted
for as an associate. As per 13 December, our 9.38% holding in
Fugro is reported as a financial instrument. On balance, a
negative result of EUR 30.1 million was recognized related to
our investment in Fugro in 2016.

OTHER FINANCIAL INFORMATION

DEPRECIATION, AMORTIZATION AND IMPAIRMENTS

As a result of the strongly deteriorated market conditions and
outlook in the offshore energy sector, noncash impairment charges
of EUR 842.6 million pre-tax (EUR 840.1 million post tax),
including those within joint ventures and associates, have been
accounted for. These charges are almost entirely related to the
services part of Boskalis” offshore oil and gas activities. Of the
total amount, EUR 362.8 million is related to an impairment of
vessels and EUR 382.3 million to an impairment of goodwill.
The remaining amount of EUR 97.5 million was primarily related
to associates and joint ventures, in particular Smit Lamnalco
(EUR 89.2 million).

Depreciation and amortization amounted to EUR 277.2 million
(2015: EUR 278.6 million). Impairment charges, excluding
associates and joint ventures, amounted to EUR 748.5 million
(2015: EUR 14.5 million, excluding the Fugro impairment charge).

The ro-ro carrier Modern Express

moored in the port of Bilbao, Spain
following the successful salvage operation
by SMIT Salvage in the Bay of Biscay.

Depreciation, amortization and impairments totaled
EUR 1,025.7 million (2015: EUR 293.1 million, excluding the
Fugro impairment charge).

INCOME FROM JOINT VENTURES AND ASSOCIATES

Our share in the net result from joint ventures and associates was

EUR 11.3 million, excluding impairment charges taken within the

joint ventures (2015: EUR 43.3 million). This result relates mainly to
our share in the net results of Smit Lamnalco, VBMS (first half year
only), the Singapore parterships with Keppel (Keppel Smit Towage,
Maju Maritime and Asian Lift), Saam Smit Towage, KOTUG SMIT
Towage (as from the second quarter) and Fugro (until 13 December).
The decrease in our share of the net result from joint ventures and
associates compared to 2015 is mainly caused by the net effect of the
results related to our investment in Fugro (EUR 30.1 million). Our share
in the net results including impairment charges within the joint ventures
was EUR 82.9 million negative.

TAX

The tax charge declined to EUR 32.4 million (2015: EUR 87.5 million).
The effective tax rate, adjusted for impairment charges, was 11.1%
(2015: 16.0%) and 17.0%, if adjusted for the net result from joint
ventures and associates, the book profit on the KOTUG SMIT
transaction, the book profit from the revaluation to fair value of our
existing 50% share in VBMS and the book profit on the sale of SMIT
Amandla Marine.
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CAPITAL EXPENDITURE AND BALANCE SHEET

In 2016 a total amount of EUR 182.1 million was invested in
property, plant and equipment (2015: EUR 230.4 million),
excluding the vessels acquired by way of the acquisition of
STRABAG Wasserbau and the VolkerWessels transaction. Within
Dredging, the construction of the new mega cutter Helios is
progressing well, with delivery expected mid-2017. In 2016 the
jumbo backhoe dredger Magnor was taken into service.
Investments within the Offshore Energy segment included the start
of the construction of an offshore transport and installation crane
vessel, for which a F<lass heavy transport vessel is currently being
converted. This vessel is expected to be commissioned late 2017.

In 2016 divestments were made totaling EUR 5.4 million.

Capital expenditure commitments at the end of the year were
EUR 62 million (end-2015: EUR 108 million). These commitments
relate to the aforementioned mega cutter Helios and the F-class
crane vessel.

In 2016 Boskalis used EUR 55.8 million in cash for the dividends
related to the 2015 financial year (2015: EUR 47.6 million) for
those shareholders who opted to receive a cash dividend. This
represented around 28% of the dividend, with the remaining 72%
being distributed in the form of 4,449,790 new ordinary shares.
As a consequence, the total number of outstanding ordinary
Boskalis shares equaled 130,076,852 at the end of 2016.

The cash flow amounted to EUR 464.0 million (2015:

EUR 765.4 million). The cash position at the end of the year was
EUR 965.3 million (yearend 2015: EUR 793.7 million). The
solvency ratio remained stable, at 56.1% (yearend 2015: 56.3%).

The interest-bearing debt totaled EUR 762.6 million at year-end.
The resulting net cash position was therefore EUR 202.7 million,
excluding cash held under assets held for sale. At the end of
2015 the gross and net debt position was EUR 963.0 million and
EUR 169.3 million respectively.

The largest component of the interest-bearing gross debt position
relates to US Private Placements (USPPs), including an accrued
liability for the early repayment of the USPP 2010

(USD 433 million and GBP 11 million). In January 2017 Boskalis
executed an early repayment of its USPP 2010 and repaid the
outstanding amount in full, including an amount of EUR 30.0 million
as ‘make whole’ payment to the investors for interest foregone and
EUR 9.9 million costs from unwinding the associated cross
currency swaps. This USPP loan was placed in 2010, with a tenor
of 7,10 and 12 years and was used for the partial financing of
the acquisition of SMIT Internationale N.V. At repayment, the
average coupon on the outstanding loans was 5.1%. The costs
incurred for the make whole and unwind of the cross currency
swaps are accounted for as a financial expense in 2016. Boskalis
has a second USPP in USD, for an amount equivalent to

EUR 308 million still outstanding, with a remaining term of six
years.

Boskalis must comply with a number of covenants as agreed with
the syndicate of banks and the USPP investors. These covenants
were comfortably met as at end-2016. The main covenants relate

to the net debt : EBITDA ratio, with a limit of 3, and the EBITDA :
net interest ratio, with a minimum of 4. At 31 December 2016 the
net debt : EBITDA ratio stood at-0.3 (net cash position) and the
EBITDA : net interest ratio at 15.

OTHER DEVELOPMENTS

FUGRO

In 2016 Boskalis decreased its share in Fugro N.V., from 28.6% to
9.4%, through the sale of (certificates of) shares, with total cash
proceeds of EUR 237 million. A large part of this reduction was
achieved in December 2016 through an accelerated bookbuild via
which 12.7 million (15%) certificates of shares in Fugro were placed
with institutional investors at EUR 14.50 per share. As a consequence,
under IFRS Boskalis is not deemed to have significant influence
anymore and the remaining investment has therefore been reclassified
as an availablefor-sale financial asset. The book value of this
investment at yearend was EUR 115.4 million (EUR 14.55 per share).

On 28 February 2017 Boskalis sold its remaining share in Fugro.
This share was sold through an accelerated bookbuild via which
7.9 million (9.4%) certificates of shares in Fugro were placed with
institutional investors at EUR 14.50 per share. The fotal proceeds
amounted to EUR 115.0 million.

VOLKERWESSELS OFFSHORE ACTIVITIES

The acquisition of the maritime and offshore wind energy-related
activities of VolkerWessels was closed on 1 July. The acquisition
concerns Stemat, VS| (Volker Stevin International) and the remaining
shares in VBMS, a joint venture in which Boskalis already had a 50%
share. The transaction price was EUR 180 million. Due fo the cash
position of the companies involved and as a result of the full
consolidation of VBMS, the effect on the net debt position on the date
of acquisition was limited to EUR 78 million. The activities are fully
consolidated in Boskalis’ financial statements from the third quarter.

DIVIDEND PROPOSAL

In defermining the dividend for 2016 it was decided to adjust the net
result for the non<ash impairment charges.

The choice of dividend form (in cash and/or fully or partly in shares)
takes into account the company’s desired balance sheet structure as
well as the interests and wishes of the shareholders. In light of this, the
2016 dividend will once again be distributed in a choice of cash or
ordinary shares. In order to prevent the resulting dilution, the number
of shares that will be issued in early June for this purpose will
subsequently be repurchased.

Boskalis will propose to the General Meeting of Shareholders that a
dividend of EUR 1.00 per share be distributed in the form of ordinary
shares, unless the shareholder opts to receive a cash dividend (2015:
EUR 1.60 per share).






VBMS: EXCELLENT
PROSPECTS FOR THE
COMING YEARS

Offshore cable-laying company VBMS became

a 100% subsidiary of Boskalis in July 2016.

In a short space of time the company evolved

to become a leader in the European offshore

cable market. Based on the credo ‘We do what

we promise’ VBMS has built an excellent track

record in recent years on projects in the areas

of offshore wind energy and the installation “In the space of a few years we have grown to become a leading contractor
and maintenance of interconnectors for the oil of offshore cable-laying projects,” said managing director Arno van Poppel.
and gas market. In 2016 VBMS posted an “Our strength lies in safe working practices and listening carefully to our
80% rise in revenue. clients. Our 300 employees take pride in contributing to the development of
wind energy.” VBMS deploys three state-of-the-art cable-laying vessels and
innovative equipment developed in-house, such as the BSS- and Il burial
tools and the Trenchformer, a specialized unmanned vehicle developed

to lay and bury long interconnector and export cables in a single run.

“By investing a lot of time in engineering and simulations we deliver all
projects on time and within budget. We owe our success to the fact that we
do what we promise,” said Van Poppel.




Cable installation activities by the
cable-laying vessel Ndurance.

OFFSHORE WIND

VBMS generates 90% of its revenue from the offshore wind sector. “This sector has
experienced massive growth in a short space of time,” said Van Poppel. “When the
first offshore wind farms were built, some ten years ago, the price of a megawatt hour
exceeded 220 euros. On the Dutch Borssele Il and IV wind farms, whose export
cables will be installed by VBMS, the price has fallen to just 55 euros per megawatt
hour. That means that the costs of wind energy have fallen by 75%.” As a consequence
Van Poppel expects that the time will come when the sector is no longer dependent on
government subsidies.

END-TO-END SOLUTIONS

In the offshore wind sector VBMS delivers end-to-end solutions for the electrical
infrastructure of wind farms, both offshore and for the connection from offshore to
onshore. In 2016 the company achieved a substantial 80% increase in revenue from
projects including Sandbank, Nordergrinde, Rampion, Galloper, Egmond, Aberdeen,
Borssele and Blyth. And the order book is well filled for the next few years. “Offshore
wind projects have a very long lead time,” said Van Poppel. “We are already tendering
for projects that will commence in 2024.” In addition to the cable installation VBMS is
increasingly taking responsibility for the entire process, in other words a ‘grid-to-grid’
connection. “Our expertise includes the supply of export and inter-array cables, the
burial and connection of these and the realization of shore landings, including any
directional drilling under dunes or dikes needed for the connection of the onshore and
offshore cables.”

OTHER GROWTH MARKETS

VBMS is also active in other growth markets, including the installation of
interconnectors: extensive cable systems that connect national electricity transmission
systems. “It will take years to develop reliable methods for storing wind energy,” said
Van Poppel. “In the meantime the European electricity grids are being connected,
enabling countries to supply each other power when the wind is blowing in one country
but not in the other. As a result renewable energy is becoming increasingly reliable.”
A second growth market is the oil and gas industry. Here, VBMS' activities include the
installation and maintenance of seabed infrastructure, such as power cables, umbilicals
and flexible flowlines. A new development concerns the electricity supply to existing
offshore oil and gas platforms. “The somewhat older fields need a lot of energy to pump
up the final remnants,” said Van Poppel. “In light of this oil and gas companies are
increasingly opting to equip these installations with electrical systems. This means that
cables have to be installed, either from the shore or from a nearby wind farm. Transitional
technologies like these offer excellent prospects for VBMS in the coming years.”

CRITICAL MASS

For VBMS the 100% takeover by Boskalis brings numerous benefits. “It gives us better
access to an international network of clients and will enable us to carry on growing in
both the renewables and oil and gas markets,” said Van Poppel. “We need critical
mass and a solid financial position in order to bring our services and total solutions to
the market in a sustainable way and to mitigate risks. Being able to use Boskalis’
longstanding knowledge and expertise and have access to its broad array of services
and assets will enable us to further enhance the services we provide. For example, for
Borssele | and Il we teamed up with our colleagues at Boskalis to develop an appropriate
and integrated approach. Without them we would not have won this tender.”
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ORGANIZATIONAL
DEVELOPMENTS

Construction of the Marker Wadden nature
restoration project in the Netherlands.

SAFETY

Safety is a core value and a top priority at our company. With the objective of

No Injuries No Accidents (NINA), which is also the name of our safety program, we
want our employees to return from work safely each day. Since the implementation of
NINA six years ago safety awareness at Boskalis has increased significantly and,
more importantly, has resulted in a decline of the Lost Time Injury Frequency (LTIF) by
more than 85% during this period. NINA has become an inextricable part of our
culture and generates a lot of positive energy throughout the company. Our clients
increasingly see NINA as best practice, and our project partners enthusiastically
participate in our interactive NINA training courses.

In 2016 the number of incidents per 200,000 hours worked resulting in absence from
work (LTIF) remained stable at 0.08. As from 2015 we also report on Medical
Treatment Cases and Restricted Work Cases to further improve our safety performance.
By aiming for a reduction in all three categories (together known as TRIR - Total
Recordable Injury Rate) we expect to achieve a further decline in the number of
incidents resulting in injury. The TRIR declined from 0.70 in 2015 to 0.66 in 2016.




Prevention is a crucial part of safety awareness. Most accidents
can be prevented if people are fully aware of the (potential) risks
associated with the tasks at hand. In order to achieve a safer
working place employees are encouraged to report dangerous
situations using Safety Hazard Observation Cards (SHOCs).

The number of SHOCs in 2016 was 7,354, with 703 near misses
also being reported in the year under review. We view SHOC and
near misses reports as a measure of the proactive safety culture
within the organization. NINA encourages reporting of such
situations, allowing us to make proactive adjustments.

Repeat incidents can be prevented by analyzing the causes. In line
with our industry the list of most common incidents is headed by
tripping, falling and slipping. The number of entrapment incidents
is also relatively high, particularly with regard to hands and
fingers. In an attempt to prevent these incidents from reoccurring
we introduced the new Mooring Workbox and Safe Mind
Workbox, which provide practical training methods and tools.

For detailed reporting on our safety policy and safety performance
please refer to our CSR report.

QUALITY MANAGEMENT

During 2016 we made great strides in developing a new uniform
quality management system: the Boskalis Way of Working.

The system is centered on an integrated business process and a
uniform customer approach. The basic principle of the system is
to keep quality as close as possible to the primary processes.

The system is based on and will be implemented to complement
existing processes, tools and certifications. The Boskalis Way

of Working will be introduced across the company in the course

of 2017.

HUMAN CAPITAL

DEVELOPMENTS IN 2016

In light of the strongly deteriorated market conditions a fleet
rationalization study was conducted in the first half of 2016.
Because these conditions are expected to persist in the coming
years the decision was taken to adapt the size and composition
of the Boskalis fleet. In the period up to mid-2018 a total of 24
vessels will be taken out of service: ten at Dredging and fourteen
at Offshore Energy. As a result, around 650 jobs will be lost
worldwide in this period, mostly involving crewmembers of the
vessels concerned. At the end of the year under review more than
250 jobs had been discontinued. The timing of the remaining
workforce reduction is partly dependent on factors including the
current deployment of vessels and national legislation.

TALENT MANAGEMENT

Our field of work is largely project-based, and knowledge and
capital infensive. Talented, enterprising and highly skilled
employees are the key to our success, which is why talent
management plays a crucial role in the way we operate our
business. Talent management encompasses all the activities we
develop in the areas of recruitment, performance management,
training and development, and compensation and benefits. All our

efforts in these areas are aimed at ensuring the best possible
match between our employees’ skills and the qualifications needed
to execute our business plan and our strategy.

PERFORMANCE MANAGEMENT

An important part of developing talent consists of recording and
supporting the personal development of our staff. In 2016, as part
of our HR information system Workday, we started rolling out the
performance management module, so that the entire performance
management cycle is now conducted in a uniform and interactive
way.

TRAINING AND DEVELOPMENT

Trainee programs for young talent

As a leading international company that undertakes high-profile
projects, we hold a great attraction for young people. We offer a
trainee program for graduates with a technical or financial/
economic background, who are further trained at our company
under the supervision of a mentor. They are introduced to a wide
range of our business activities and follow training modules to
increase their knowledge and develop their personal skills. A group
of 25 trainees is currently gaining experience on various projects
in different teams within the divisions during three six-month periods.

Young Professional programs

In order to expand our knowledge and expertise, we attract
experienced young professionals. In addition, we invest in
developing the competencies of our own young professionals, for
example in the areas of planning, calculation, risk management
and contract management. Our training portfolio is constantly
developing so that we can continue to meet the needs in the
market. In 2016 we once again selected a group of young
professionals for the Boskalis Offshore Professional Program,
which involves imparting knowledge specific to the offshore sector
in modules based on actual Boskalis cases. In addition, a group of
cost engineers continued their two-year post-graduate degree,
combining their learning experiences with working practice.
Boskalis also launched an ICT Young Professional program, in
which a group of employees is taking part. The program is aimed
at giving an impulse to the further professionalization of the ICT
department.

Management Development programs

Leadership and personal development are a constant point of
attention within the organization. Developing personal leadership,
building an infernal network and encouraging innovation and
entrepreneurship are important core values in our management
development programs. From February to December 2016, a
group of experienced tender and sales managers of various
nationalities participated in the Boskalis Contracting Academy.
The aim of the Boskalis Contracting Academy is to create further
awareness and common understanding of procedures, processes
and approaches in relation to tender and sales management.

In 2016 Boskalis started preparations for a new Boskalis
Operational Development Program (BODP). This program is
scheduled to start by the end of the first quarter of 2017. The
BODP target group consists of fifteen to twenty project managers
from the Dredging & Inland Infra, Offshore Energy and Salvage
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divisions. The two main subjects of the program are: personal
leadership and project management.

FLEET DEVELOPMENTS

Boskalis makes targeted investments in the newbuild and
renovation of vessels that are important to retaining or expanding
its strong market position. At the same time obsolete vessels or
those with limited prospects are taken out of service. As a result of
the fleet rationalization program launched in mid-2016, that will
be implemented over the course of two years, 24 vessels will be
dismantled, sold or laid-up. The average age of the vessels
earmarked for dismantling or sale is in excess of 30 years.

In 2016 the following developments took place:

Dredging

= In the first half of 2016 the world’s biggest backhoe dredger
Magnor was taken into service. With a total capacity of
4,100 kW the Magnor’s bucket is capable of lifting up to
67,000 kilograms of dredged material.

- The newbuild water injection dredger Terra Plana joined the
fleet in April 2016. The vessel is being deployed on projects
such as port maintenance work.

- The new mega cutter Helios will be taken into service in 2017.
With a total installed capacity of 23,700 kW and a pumping
capacity of 15,600 kW, the Helios will be deployed on the
Dugm port development project in Oman.

- 2016 saw the environmentally responsible dismantling of the
2,500 m? trailing suction hopper dredger Coronaut, 3,500 m?
trailing suction hopper dredger Beachway and cutter suction
dredger Jokra. The cutter suction dredger Orion was sold.

Offshore

- In 2016 the decision was taken to convert the Dockwise heavy
transport vessel Finesse info a new transport and installation
crane vessel. The vessel will be equipped with a rotating mast
crane with a capacity of 3,000 tons, dynamic positioning (DP2)
and accommodation for up to 150 people. The commissioning
of the vessel is expected in late 2017. For more information
please refer to pages 28 and 29.

« The conversion of the 21,000 ton oceangoing barge Giant 7
into a 600 fon crane vessel with accommodation for around
80 people was concluded early 2016. The Giant 7 was
deployed on the Wikinger Offshore Windfarm project.

- Like its sister vessel Ndurance the multifunctional Ndeavor was
fited out as a fully-fledged cable-laying vessel in 2016 and
deployed on projects contracted by Boskalis subsidiary VBMS.

« In early 2017 the offshore support vessel Smit Orca, the floating
sheerleg crane Taklift 6 and the heavy transport vessel Tern were
taken out of service to be dismantled. The heavy transport vessel
Super Servant 3 was sold.

RESEARCH AND DEVELOPMENT

INNOVATION

Boskalis will continue to innovate and look for more efficient
working methods. Innovation is an important way for us to
continue fo set ourselves apart. In the past year we worked on

many innovations in various areas and applied for patents for no
fewer than twelve innovations. A number of the patents relate to
the development of methods for smarter dredging and more
efficient maintenance. Examples include combining vessel
operating data with maintenance databases, and using the results
to fine-tune our maintenance programs and optimize equipment
availability. A pilot project conducted with IHC and Wartsild is
showing promising results with regard to reducing the cost of
maintaining our vessels and optimizing the performance,
availability and safety of the fleet. Another innovation in the field
of dredging concerns monitoring the wear and tear on our
pipelines, which will make our planning schedules and operations
more reliable.

LNG DUAL-FUEL HARBOR TUGS

With a large global fleet, Boskalis is constantly on the lookout for
ways to reduce dependence on oil and reduce emissions. Boskalis
contributes towards environmentally-friendly solutions for emissions
with innovations in equipment, working methods, energy saving
and fuels. Our extensive R&D program enables us to anticipate
changes in national and international legislation and creates the
right conditions for rapid implementation. In 2016 Boskalis joint
ventures Keppel Smit Towage and Maju Maritime ordered two
innovative LNG dual-fuel harbor tugs. This marks a breakthrough in
realizing clean, environmentally-friendly harbor towage services in
the port of Singapore as the tugs will run entirely on LNG. In light of
this, the Maritime and Port Authority of Singapore awarded a grant
under its LNG Bunkering Pilot Programme. The 65 ton bollard pull
ASD tugs will be built by Keppel Singmarine in Singapore
according fo the shipyard's proprietary design and are expected to

be delivered in 2018.

INNOVATION ACCELERATOR

One initiative developed further in 2016 was Boskalis’ participation
in the Port Innovation Accelerator (PortXL). Boskalis is taking part in
this initiative together with the Port of Rotterdam Authority, various
internationally operating companies and the Erasmus University
Centre for Entrepreneurship. The basic principle is to be in contact
with young, dynamic companies and to streamline the ideas of
start-ups looking for effective ways of bringing breakthrough
technologies to the market. One innovation to emerge from this
initiative is the incorporation of Virtual Reality (VR) into our design
processes. An example of this is the design of the layout of the
bridge of the mega cutter Helios. Thanks to VR technology the
bridge could be designed in complete accordance with the wishes
of the crew. The result is a tailor-made solution that contributes to
the vessel’s workability. Following on from this we are now also
working with a start-up on examining the possibilities of using VR
technology to develop training material.

CONTRIBUTING TO THE CIRCULAR ECONOMY

In 2015 we teamed up with HVC, the largest non-commercial waste
collection company in the Netherlands, to build the first large-scale
soil-washing plant in the world for washing incinerator bottom ash,
the residue left after the incineration of domestic waste in Waste-to-
Energy plants. Over the past few years, successful pilots have
allowed us to demonstrate that clean bottom ash can be used as




landfill to substitute sand as a building material in, for example,
road and dike construction. The plant came on stream in the second
half of 2016. Please refer to our CSR report for more information.

ICT

In the past year we made great strides in rolling out the new
Enterprise Resource Planning (ERP) system, which has led to better
integration of our processes in the areas of finance, logistics and
project management. In view of the different requirements for the
Dredging & Inland Infra division on the one hand and Offshore
Energy division on the other, ERP programs Infor LN and SAP are
being used respectively. The new ERP system optimizes our
planning and procurement methods and gives us an immediate
overview of the administrative and financial processing of all our
internal resources.

Furthermore, major steps were taken with the development of the
Seacrew program, aimed at the planning of operational staff and
crews. Within Dredging the program is also used to plan the work
of the international operational pool including project managers.
An online system offering digital courses and enabling online
reporting of training results was developed for the Learning &
Development department. In 2016 work also started on
developing a new time registration system, which will be
completed in 2017 within the framework of our ERP system.

The efficiency of our ICT infrastructure improved considerably in
2016 thanks to the organization-wide switch to cloud services.
Switching to ‘the cloud’ brings considerable benefits to many
aspects of our business operations. As well as providing greater
flexibility in our ICT services it also guarantees better protection of
our company data against cybercrime. Moreover it enhances the
accessibility of our network and ICT applications worldwide.

The Union Bear marks the successful installation of The Ocean Cleanup'’s prototype
on the North Sea with water fountains. Boskalis is one of the main sponsors of this. fest.
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CORPORATE SOCIAL
RESPONSIBILITY

In our CSR report we account for material and relevant non-financial aspects of our
performance arising from our strategy and core activities. We report in accordance
with the international guidelines set out in the Global Reporting Initiative (version G4).

In 2015 we conducted our first materiality analysis, incorporating input from around
70 important stakeholders (investors and shareholders, employees, clients, suppliers
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and non-governmental organizations), which we updated in 2016. The analysis
resulted in the following key and sub-topics that create focus in our CSR policy:

KEY TOPICS

SUB-TOPICS

IMPACT ON LOCAL COMMUNITIES

Create positive value for both the local
community and Boskalis, and avoid,
mitigate or remedy (potential) adverse
impact.

= Environmental and social impact
assessments

* Local workers and suppliers

= Community investment programs

ENVIRONMENTAL IMPACT
Be the distinguished provider of sustainable

solutions and mitigate and where possible
avoid (potential) adverse impact.
Realization of at least one Building with

» Biodiversity and ecosystems
» Activities related to our fleet
» Climate change

- Contributing to the circular

Nature project a year. economy
* Emissions

CARE FOR HUMAN CAPITAL

Attract and retain talent by providing a - Safety

safe work environment with the objective
of No Injuries No Accidents (NINA) and
by offering excellent career development
opportunities.

» Talent management

* Labor practices

- Sustainable employability
« Diversity

RESPONSIBLE BUSINESS CONDUCT
Be a business partner that acts with
integrity, reliability and responsibility

towards stakeholders.

= General business principles
= Supply chain management
» Corporate governance

Since 2012 we have taken part in the Carbon Disclosure Project, a global reporting
platform that makes information on emissions available to subscribed investors. In
2016 Boskalis Nederland once again obtained certification on the CO, Performance
Ladder, achieving the highest level aftainable (5).

For more information please refer to our CSR report 2016, which has been
verified by an independent auditor and is available on the corporate website

www.boskalis.com/csr.



RISK
MANAGEMENT

STRATEGY AND BUSINESS DRIVERS

Boskalis’ strategy is aimed at the opportunities and challenges
that present themselves to the company. This strategy is based on
three pillars: Focus, Optimize and Expand. A detailed description
of the Boskalis strategy can be found in the Strategy section of this
annual report.

A large number of our markets are currently heavily impacted by
low prices for oil and other commodities and by stagnating growth
in world trade. As a result, many of our clients are faced with the
need to reduce cost and increase operating efficiencies. The lower
demand combined with often increased capacity supply have put
many markets under competitive pressure, in some cases very
severe, generally resulting in strong buyers’ markets. In addition to
putting pressure on prices, this also has the effect of increasingly
moving the burden of risk onto suppliers of services. Additionally,
clients often require more integrated, innovative services or turnkey
solutions. While this creates opportunities that are consistent with our
strategy to provide value-added services, it goes hand-in-hand with
an increased pressure fo transfer the associated risks from the client
to the provider of the services.

Particularly in the context of the above, effective management of
both risks and opportunities is essential for the successful realization
of the group's strategy and plans. The proper identification,
assessment and management of risks and opportunities — notably
with respect to tendering, preparation and execution of projects —
is therefore an integral part of our management approach.

An overview of the key strategic, operational and financial risks as
well as risks regarding financial reporting is set out below. Where
possible, given the nature of our activities, we have stated what
kinds of risks we are prepared to accept and for what kinds of risks
we generally take mitigating measures.

STRATEGIC AND MARKET RISKS

The Boskalis markets are heterogeneous and often develop
disparately. Our main (end) customer groups are national,
regional and local governments, or associated institutions such as
port authorities, private port operators and major international oil
and gas companies and wind energy companies (operators as
well as contractors). Other customer types are (container) shipping
companies, insurance companies, mining companies and
(infrastructure and real estate) project developers.

Despite the positive long-term growth prospects for our markets
they can be — certainly in the short and medium term — negatively
impacted by factors outside our control. Such factors include for
example general or regional geopolitical developments, such as
energy policies, political unrest, piracy, governmentimposed trade
barriers and volatility in the energy and commodities markets.

In recent years, in particular the latter has strongly manifested itself
in terms of substantially lower energy and other commodity prices,
which has impacted activity levels in particular in the oil and gas
sector, as well as in countries which are dependent on this sector
for income.

Boskalis aims to respond as effectively as possible to both positive
and negative developments in individual markets, through a
global spread of its activities, an extensive and versatile fleet
operating out of various international locations, and strong
positions in its core markets. Moreover, our activities are largely
focused on the development, construction, installation and
maintenance of infrastructure, which means that longer-term
developments will generally outweigh shortterm economic
fluctuations.

Contracts are not included in our order book until agreement has
been reached with the client. Although experience shows that
once agreement has been reached, cancellations, postponements
or substantial reductions in the scope or size of contracts are quite
rare, they do occur, certainly in markets that are under severe
pressure. Consequently, if such a cancellation or substantial
reduction occurs, losses may arise from the unwinding or
settlement of financial derivatives which were taken out to hedge
related currency risks and/or fuel price risks, but for which the
underlying transaction or cash flows will no longer be realized.

Boskalis deals with a variety of competitors in the various markets
and submarkets in which it operates. Such competitors vary from
large, internationally operating companies to more regional and
local companies.

A large part of our revenue is derived from contracts awarded
through public or private tender procedures, with competition
often being predominately price-based. However, other factors —
such as the assurance of adequate safety, social and environmental
practices as well as the financial resilience of the contractor - are
also regularly taken into consideration when awarding contracts.
Proper decision-making processes have been put in place for the
submission of tenders fo ensure that the risks associated with the
execution of a particular project are systematically identified and
assessed.

Almost all Boskalis” activities are capital-intensive. This applies in
particular to Dredging and the Transport & Services activities
within Offshore Energy and means that prices in these sectors are
largely influenced by the utilization rate of the relevant equipment
at a given time. This implies that a broad international presence
along with a leadership position in terms of type and quality of
equipment and cost competitiveness are key success factors.
Boskalis places a great deal of emphasis on these, both as a
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The following measures are taken systematically to manage the
aforementioned risks in the tender, preparation and/or execution

critical point of attention in operational management and in its
capital allocation decisions. As a consequence, individual
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investment proposals are subjected to a thorough evaluation
and approval process.

In the course of executing its strategy, Boskalis also regularly
acquires companies. To achieve the anticipated results, Boskalis
attaches great importance to integrating such acquisitions with
care. Creating value for our stakeholders and retaining key
personnel are important elements in this process.

OPERATIONAL RISKS

CONTRACTING AND EXECUTION RISKS

The main operational risks for Boskalis are related to the contracting
and execution of projects. For most of our contracting activities the
most common type of contract is fixed price/lump sum. Under this

type of contract the contractor’s price must take into account virtually
all the operational risks as well as the (cost) risks associated with the

procurement of materials and subcontractor services. In most cases,
it is not possible to charge clients for any unforeseen costs.
Furthermore, many contracts include milestones and associated
penalty clauses for if the milestones are not achieved on time. That
is why great emphasis is placed on identifying, analyzing and
quantifying such delay risks and the associated operating costs
during the tendering procedure and the preparation and execution
phase of a project.

Operational risks mainly relate to variable weather or working
conditions, technical suitability and availability of the equipment,
unexpected soil and seftlement conditions, wear and tear of
equipment (especially dredging equipment), damage to third-party
equipment and property, the performance of subcontractors and
suppliers, and the timely availability of cargo or services provided
by the client in case of heavy marine transport and/or installation
activities.

phase of a contract:

» During the tendering procedure and the contracting phase of
projects much emphasis is placed on identifying, analyzing and
quantifying execution, costs and delay risks. Contracts are
classified based on their size and risk profile. This classification
determines the subsequent course of the tender procedure and
the requirements for authorization of the tender price and
conditions. Above a certain level of risk, tender commitments
require authorization at Board of Management/Group
Management level.

» In the preparation phase of a project tender and depending on
the nature and risk classification of the project, we gain insight
by conducting surveys and soil investigations, by consulting
readily accessible databases containing historical data and by
applying extensive risk analysis techniques. The results of the
risk analysis are then used in the process of costing the project
and in setting the commercial and contractual terms and
conditions for the offer to be issued to the client.

- Risks related to price developments on the procurement elements
of a project, such as costs of materials and services, sub-
contracting costs and fuel prices, as well as the cost of labor,
are all taken into account in calculating cost prices. Wherever
possible, and especially on projects with a long execution time,
cost indexation clauses are included in the contract terms and
conditions, particularly regarding labor and fuel costs.

- When a contract is awarded, an updated risk analysis is part of
the project preparation phase, based upon which measures are
taken to mitigate the risks identified.

« In addition, much attention is devoted to the education and
training of staff, appropriate project planning and project
management, the execution and implementation of certified
quality, safety and environmental systems, and the optimal
maintenance of equipment.




Within the Towage & Salvage division, the towage activities are
characterized by a broad geographical spread of the activities,
which are conducted by autonomous strategic joint ventures with
third parties. Towage contracts are often carried out under
long-term contracts, with fees that are reviewed annually. This
means that the risks in terms of local wage cost developments,
fuel price developments and the available capacity of the
equipment must be considered. Terminal services, which have
been incorporated in the Smit Lamnalco strategic joint venture,
are to a substantial extent performed under longterm contracts
corresponding to the client’s requirements and specifications.
Most of these contracts include some form of price indexation.

Salvage activities relating to vessels in distress — Emergency
Response — are often carried out under great time pressure

and without an extensive tendering procedure and associated
preparation activities. Such contracts are therefore often
concluded based on the standard Lloyd’s Open Form (LOF). This
means that compensation is based on a valuation mechanism
related to various factors, including the salvage value of the vessel
and its cargo, the technical complexity of the salvage operation,
environmental risks and the use of own equipment and
subcontractors. This valuation results in a lump sum, which is
finalized through negotiations with the client or through an
arbitration process. Experience shows that the company is usually
able to make a reasonably accurate estimate of this income.
Should it transpire during a salvage operation that the final
salvage fee may not be sufficient to cover the costs incurred, then
the choice can be made to convert the LOF into a contract based
on a daily hire fee, thus limiting the financial risks. Contracts for
salvaging sunken vessels (wrecks) are usually carried out on a
lump sum basis. The contracting and execution of such projects,
which in many cases do involve a tendering procedure, are
subject to the customary procedures for contracting and execution
activities applicable within the company.

Some of the equipment within the Offshore Energy division, as
well as in some of the strategic joint ventures, is chartered out for
relatively short periods (spot markets), mainly subject to standard
conditions. The depressed state of the oil and gas sector, which
has reduced the volume of work under long-term contracts, has
resulted in a growth of the share of the spot market activities.
Although the operational risks involved in such activities are
generally relatively limited, they do result in increased utilization
and pricing risk, which we aim to mitigate through adequate
capacity and strict cost control management.

ENVIRONMENTAL AND SOCIAL RISKS

The nature of most of our activities means that we have an impact
on society and the environment. In many cases this impact will be
positive, for example when we are involved in creating
infrastructure, making land safer or facilitating the transition to
renewable energy sources such as offshore wind. However, a
potential negative impact during the execution of projects cannot
be ruled out. Environmental risks include the impact of turbidity on
vulnerable ecosystems. Boskalis has developed the innovative
Building with Nature program and has an in-house engineering
department to address ecological aspects from the early tender
stage through to monitoring during execution.

Social risks include the impact of projects on local communities.
The extent to which our activities have a social impact is highly
dependent on the type and/or location of a project. Where
relevant, we implement a social impact program and work with
our clients to mitigate the impact and where possible make a
positive contribution to communities affected by our activities.

ICT RISKS

Like most companies, Boskalis is faced with an increase in ICT
security risks and more sophisticated levels of computer crime.
Successful cyberattacks can result in significant costs as well as
other negative consequences, such as loss of revenue, reputational
damage, remediation costs and other liabilities to stakeholders.
Furthermore, enhanced protection measures place additional
financial and operational burdens on the business. To help
mitigate these risks Boskalis has developed information security
policies and practices based on the international Code of Practice
for Information Security Management. During the year under
review we intensified the monitoring of suspicious activity on our
ICT infrastructure. Additionally, initiatives were taken to raise
awareness of information security risks among our staff and
prompt an appropriate response to any unusual activity.

LOCAL WORKING CONDITIONS RISKS

Local management on projects and operations must have a proper
understanding of the local (working) conditions. The scale of local
operations is offen too small to warrant a fully-fledged organization,
complete with extensive support services and staff departments.
This is addressed through regular visits by responsible managers
and employees from the relevant business units and support from
central staff departments at head office as well as external
advisors.

FINANCIAL RISKS

In conducting its business Boskalis is exposed to various kinds of
non-operational financial risks. The most important of these are
described in this section.

POLITICAL AND CREDIT RISKS

These include risks related to unrest or disruption due to political
developments and violence, and the risk of non-payment by clients.
Boskalis operates strict acceptance, credit and hedging policies with
respect to political and payment risks. Other than in the case of very
strong, creditworthy clients with an undisputed credit history, all
substantial credit risks are normally covered by means of credit
insurance, bank guarantees and/or advance payments. Revenues
and earnings are only recognized in the accounts where there is
sufficient certainty that they will be realized.

LIQUIDITY AND FUNDING RISKS

As is customary for a contractor Boskalis also has large amounts
outstanding in the form of guarantees from banks and insurance
companies, mainly in favor of clients. Given that the availability of
sufficient credit and bank guarantee facilities is essential to the
continuity of the business, Boskalis’ funding policy is aimed at
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maintaining a solid financial position. Solid balance sheet ratios
and the use of diversified sources of funding provide for ample
capacity to absorb liquidity risks and the constant creation of
adequate borrowing capacity and guarantee facilities. The
company has ample credit and bank guarantee facilities at its
disposal and operates well within the agreed covenants under its
financing agreements.

CURRENCY RISKS

The functional currency of Boskalis is the euro. A number of business
units, especially in Heavy Marine Transport, as well as several
substantial strategic joint ventures (Smit Lamnalco, Keppel Smit
Towage, Asian Lift, Saam Smit Towage) use other functional
currencies. The most important of these is the US dollar, followed by
the Singapore dollar. Most of the revenues and expenses of these
entities are largely or entirely based on these non-euro currencies.
The holdings in these entities are viewed from a long-term
perspective. Exchange rate risks related to these entities are not
hedged as it is assumed that currency fluctuations and developments
in interest rates and inflation will offset each other in the long term.

A large proportion of the activities of the group companies that
have the euro as their functional currency are not contracted in
euros. This particularly applies to the group companies that are
involved in dredging and related projects. The costs of these entities,
however, are largely based on the euro. Generally, the net cash
flows in non-euro currencies within these entities are fully hedged
upfront, usually by means of forward exchange contracts. The US
dollar exchange rate in relation to the euro is particularly relevant