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aBESIXGroup

: BESIX GROUP SA
. A limited llability company incorporated in Belgium
under Company No. BCE 0400.459.154
pe 171 '
1 November 2018

" Company Announcements Platform
ASX Limited
By fax: 1300 135 638

By email: belinda.chiu@asx.com.au

Dear Sirs

_BESIX Group SA (a limited liability company incorporated in Belgium under

Company No. BCE 0400.459,154) (“BESIX”} — off-market takeover bid {"Offer”)
for Watpac Limited ACN 010 562 562 {"Watpac”) ~ dispatch of Bidder's
~ Statement

in accordance with section 633(1) item 8 of the Corporations Act 2001 (Cth)

'(“Corporations Act”), BESIX advises that it has today completed the dispatch of its
bidder's statement (“Bidders Statement”) relating to the Offer, as required by
section 633(1) item 6 of the Corporations Act.

" The Offer is dated 1 November 2018,

Please find enclosed a copy of the Bidder’s Statement dispatched to Watpac
shareholders.

Signed by BESIX by its authorised representative:

BESIX Group SA /&/ ' L 7

Avenue des Communautés 100

1200 Brussels :gnatﬁre)

Belgium

Tel : +32 (0)2 402 62 11

Fax : +32 (02 402 62 42 hiéwn Yri DEWwERS”
. (Name}

BCE 0400.459.1541
. Ficd 2 ADmRTUTION
www,besix.com . o !:Z!; " EEE EE Q; mh’)?
(Title)
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THIS IS AN IMPORTANT DOCUMENT AND REQUIRES YOUR IMMEDIATE ATTENTION.
- ¥ you are in any doubt about how to deal with this docurnent, you should cor i

Recommended unconditional cash Offer by:
BESIX Group SA,
a limited liability company incorporated in Belgium,

B ] d d er’S under Company No. BCE 0400.459.154

To purchase all your shares in:
State m e nt Watpac Limited
(ABN 98 010 562 562)

For each Watpac Share you will receive $0.62

AS STATED IN THE TARGET'S STATEMENT, THE
INDEPENDENT DIRECTORS OF WATPAC
UNANIMOUSLY RECOMMEND YOU ACCEPT THE
UNCONBDITIONAL CASH OFFER IN THE ABSENCE OF A
SUPERIOR PROPOSAL.

The Oifer is dated 1 November 2018 and will close at 6.00
pm (Brisbane Time) on 3 December 2018, unless extendad
or withdrawn. This Bidder's Statement was lodged with
ASIC on 29 October 2018.
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Watpac Limited

Ta!’g ej[jS (ABN 98 010 562 562)

THIS TARGET'S STATEMENT HAS BEEN ISSUED BY

State m e n‘[ WATPAC LIMITED IN RESPONSE TO THE OFF-MARKET

TAKEOVER BID MADE BY BESIX GROUP SA FOR ALL
OF YOUR SHARES IN WATPAC LIMITED.

YOUR INDEPENDENT DIRECTORS UNANIMOUSLY
RECOMMEND THAT YOU ACCEPT THE
UNCONDITIONAL CASH OFFER FROM BESIX, IN THE
ABSENCE OF A SUPERIOR PROPQSAL.,

The independent Expert's Report states that the Offer is fair
and reasonable.

pac — Target's Statament

Wit

Logal Adviser for BESIX Group - * Financial Adviser for BEGIX Group  *** . Legal Adviser for Watpac  © ~_*Financial Adviser for Watpac
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aBESIXGroup

BIDDER'’S STATEMENT

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION
If you are in any doubt as to how to deal with this document, you should consult your legal,
financial or other professional adviser as socn as possible

Recommended unconditional cash Offer by:
BESIX Group SA, a limited liability company incorporated in Belgium,
under Company No, BCE 0400.459.154
to purchase all of your shares in:
Watpac Limited
ABN 98 010 562 562

For each Watpac Share you will receive $0.92

The Independent Directors of Watpac UNANIMOUSLY recommend you ACCEPT the
unconditional cash Offer in the absence of a Superior Proposal

The Offer is dated 1 November 2018 and will close at 6.00 pm (Brisbane Time) on 3
December 2018, uniess extended or withdrawn. This Bidder's Statement was lodged with
ASIC on 29 October 2018,

Please call 1300 217 429 (toll-free within Australia) or +61 2 8022 7919 {from outside
Australia), Monday to Friday between 8.30 am and 5.00 pm (Brisbane Time)
if you require assistance.

_ 'Legal Adviser | Financial Adviser

KING&WCDD .
MALLESQNS_ . - MACQUARIE

- BESIK Group — Bidder's Statement

STRICTLY PRIVATE AND CONFIDENTIAL
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Key Dates

Announcement o Offer | 28 October 2016
Date of this Bidder's |
Statement 29 October 2018 |
Date of 'Offer T November 2016
Date Offer closes {unless . 6.00 pm (Brisbane Time}
extended or withdrawn): on 3 December 2018
Important information
Nature of this document . '

The Offer in this Bidder's Stalement is given by BESIX Group

SA (BESIX} to Watpac Limited (ABN 98 010 562 562).

" (Watpac) under Part 6.5 of the Corporations Act and sets out
certain disclosures required by the Corporations Act together
with the terms of the Offer to acquire your Watpac Shares.

This Bidder's Statement is dated 29 October 2018 and
includes an Offer dated 1 November 2018 on the terms set
out in Appendix 1 to this Bidder's Statement.

A copy of this Bidder's Statement was lodged with ASIC on
29 October 2018. ASIC takes no responsibility for the content
of this Bidder's Statement.

Defined Terms

Terms used in this Bidder's Statement are defi ned in the
Glossary In section 9 of this Bidder's Statement.

investment decisions

You should read this Bidder's Statement in its entirety before
deciding whether to accept the Offer, This Bidder's
Statement does not take into account the individual
investment objectives, financial situation or particular needs
of individual Walfpac Shareholders. Accordingly, before
making a decision whether or not to accept the Offer, you
shoufd consider seeking independent financial, tax or other
professional advice.

Disclaimer as to Watpac information .
The information on Watpac, Watpac Sharés and the Watpac
Group's business contained in this Bidder's Statement has

been prepared by BESIX using publicly available information
and should not be considered comprehensive.

Information in this Bidder's Statement concerning Walpac,
Walpac Shares and the Watlpac Group has not been
independently verified by BESIX. Accordingly, none of
BESIX, the BESIX Beard, nor any member of the BESIX
Group or thelr respective officers, employees, agents or
advisors, subject to the Corporations Act, make any
representation or warranty, express or implied, as to the
accuracy or compieteness of such information,

Further information relating to Wafpac's business ‘may be
included in Watpac's target statement which Watpac must

Bidder's Statemeant
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provide to Watpac Shareholdérs in reé'p'onse to this Bidder's
Statement

Notice to foreign company shareholders

This Bidder's Statement and the Offer are subject to
Australian disclosure requirements which may be different
from those applicable in other jurisdictions. The Bidder's
Statement and Offer do not in any way constitute an offer in
any place in which, or to any person to whom, it would not be
lawful to make siich an offer. :

The distribution of this Bidder's Statement may, in some
countries, be restricted by laws or regulation. Accordingly,
persons who come into possession of this Bidder's
Statement should inform themselves of, and observe, those
restrictions

Privacy. .

BESIX has collected your mformatlon from the regrster of
Watpac Shareholders for the purposes of the Offer. The type
of information BESIX has collected about you includes your
name, contact details and information on your shareholding
in Watpac. Without this information, BESIX would be
hindered in its ability to carry out the Offer. The Corporations
Act requires the names and addresses of Watpac
Shareholders to be held in a public register. Your information
may be disclosed on a confidential basis to BESIX's Related
Bodies Corporate, external service providers, and may be
required fo be disclosed to regulators, such as ASIC.

Websites

Both BES!X and Watpac maintain intemet sites. The BESIX
intenet site is at www.besix.comfen. The Walpac internet
site is at www.watpac.com.au. _
Information contained in, or otherwise accessible through,
these internet sites is not a part of this Bidder's Statement.
All references in this Bidder's Statement to these internet
sites are inactive textual references to these sites and are for
your information only,

Updated !nformatmn _ :

Information contained in this Bidder's Statement is subject to
change from time to fime. This information may be updated
and made available to you on BESIX's website at
www.besix.com/en. Alternatively, please refer io any ASX
announcements of Watpac regarding the Offer.

Enquiries

if you are in any doubt as to how to deal wath this Bldders
Statement, you should consult your professional adviser.
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How to accept the Offer

The Offer may only be accepied for all of your Watpac
Shares. You may accept the Offer during the Offer Period in
the manner specified below. How you accept the Offer
depends on whether your Walpac Shares are in a CHESS
Helding or an lssuer Sponsored Holding.  Your personalised
Acceptance Form outlines which type of holding you have.

If you hold your Watpae Shares in an Issuer Sponsored
Holding {your SRN starts with an "1}, to accept the Cffer you
must complete, sign and retum the enclosed personalised
Acceptance Form in accordance with the instructions on it
and lodge it by returning it {togather with all other documents
required by the instructions on your personalised Acceptance
Formy) in the reply paid envelope provided or to the address
indicated on the form {and set out below) so that your
acceptance is received before the end of the Offer Period.

If you hold your Watpac Shares in a CHESS Holding
{your HIN starts with an "X}, to accept the Offer you must
comply with the ASX Settlement Operatmg Rules by doing
one of the following: .

{a) instruct your Controlling Participant (usually your
-broker) o initiate acceptance of the Offer on your
behalf in accordance with Rule 14.14 of the ASX
Settiement Operating Rules in sufficient time for

the Offer to be accepted before the end of the
Cffer Period, Acceptances must be received by

. 6.00 pm (Brisbane Time) on the last day of the
Offer Pericd, unless the Offer Period is extended;

complete and sign the accompanying personalised
Acceptance Form and send it directly to your
Controlling Participant (usually your Broker),
(together with all other documents required by the
instructions on the form) in sufficient time for the
Offer to be accepted before the end of the Offer
Period with instructions to initiate acceptance of

_the Offer on your behalf in accordance with Rule
14.14 of the ASX Settlement Operating Rules
before the end of the Offer Period. Acceptances
must be received by 6,00 pm (Brisbane Time} on
the last day of the Offer Pericd, unless the Offer
Period is extended; or

complete, sign and return your personalised
Accaptance Form in accordance with the
instructions on it and lodge it by retuming it to the
address indicated on the Application Form {and set
out below) in sufficient time so that your
acceptance is received before 6.00 pm (Brisbane
Time) on the second last day of the Offer Period,
unless the Offer Period is extended. This will
authorise BESIX to instruct your Broker or other
Controlfing Participant to initiate acceplance of the
Offer on your behalf,

Bidder's Statement

If you are a Broker or an ASX Settlement Participant, to
accept the Offer you must initiate acceptance in accordance
with the requiremenis of the ASX Settlement Operating Rules
before the end of the Offer Period. Acceptances must be
received by 6.00 pm (Brisbane Time) on the date the Offer
closes, unless the Offer Period Is extended.

if some of your Watpac Shares are held in an Issuer
Sponsored Holding and some in a CHESS Holding, if you
wish to accept the Offer you will need to accept the Offer
separately for each holding. Clause 4 of the Offer Terms in
Appendix 1 contains further information on how to accept the
Offer.

The postal and delivery address for your completed
personalised Accaptance Form is as follows: :

Computershare Investor Services Pty Limited
GPO Box 52

Melbourne Victoria 3001

Australia

. -A reply paid envelope (for use by Walpac Shareholders

within Australia) is enclosed for your convenience.

The transmission of your personalised Acceptance Form and
other documents is at your own risk.

For full details see clause 4 of the Offer Terms in Appendix 1.

#1065 FP.OO0O7 /144
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CEOQ’s Letter

99 October 2018

Dear Watpac Shareholder,

On behalf of BESIX, I am pleased to make you an unconditional all-cash Offer for all of your Watpac Shares. Under BESIX's
Cffer, accepting Watpac Shareholders will receive $0.92 cash consideration for each Watpac Share held.

Background

On 25 February 2018, BESIX and Watpac entered into a Scheme !mplementation Agreement pursuant fo which BESIX
offered to acquire 50% of the Walpac Shares which BESIX did not already own pursuant to a scheme of arrangement under
Part 5.1 of the Corporations Act (Scheme).

On 7 June 2018, a meeting of Watpac Shareholders was convened to vote on the Scheme (Scheme Meeting). Although
both the independent directors unanimously recommended the Scheme in the absence of a superior offer and the
independent expert that considered the Scheme concluded that it was in the best interests of Watpac Sharehalders (in the
absence of a superior offer) and the Scheme was approved by almost 80% of Watpac Shareholders by number, the Scheme
did not meet the requisite approval of Watpac Shareholders by value. As a result, the Scheme did not proceed.

Feedback received from Watpac Shareholders indicated that the proportional nature of the Scheme was an issue for some
Watpac Sharsholders when considering the Scheme. To address this feedback and in light of the conclusion previously
reached by the independent expert that considered the Scheme, BESIX is now proposing to acquire 100% of the Watpac
Shares it does not already own by way of an unconditionat all-cash off-market takeover bid for the same consideralion as
was offered under the Scheme. As a result, the Offer provides you with the opportunity te obtain liquidity in the form of
certain all cash consideration for all your Watpac Shares.

Transaction rationale

Whilst the BESIX Group is a global business, it operates largely cutside of Australia, BESIX believes that the proposed
acquisition of an increased stake in Watpac presents an opportunity for a combined group to implement a service cffering
which is geographically diversified, has broader operational capabiliies and will enhance overall competitiveness.

Whilst preserving its Australian identity, BESIX is seeking to increase its ownership to obtain a controlling interest in Watpac
and BESIX intends fo expand its strategic support including putting its extensive, innovative and international track record
and expertise behind the Walpac brand, providing Watpac with an enhanced technical and technological edge such as direct
access to BESIX's world-class engineering platform {including Bullding information Modelling capabilities}, and assisting
Walpac to diversify its services offering.

The Offer provides a significant premium for your Watpac Shares

At the date of the announcement of the Offer, the Offer price represents a premium of:
. 40.5% over the last closing price of Watpac Shares on 26 October 2018 ($0.66);
s 38.8% over the 1 month volume weighted average price (VWAP) of Watpac Shares to 26 October 2018 ($0.66);

. 30.5% over the VWAP of Watpac Shares since the Scheme Maeting to vote on the Scheme held on 7 June 2018 of
50.71;

Bidder's Statement 1
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. 37.3% over the undisturbed price as at 23 February 2018" (as well as the T month VWAP to 23 February 2018); and
. 54.7% over adjusted net tangible assets per Watpac Share of $0.59.2

Recommended Offer

The Board of BESIX unanimously supports the Offer and the Independent Directors unanimously recommend the Offer, in
the absence of a Superior Proposal. The BESIX Board believes there are potential benefits for BESIX, Watpac and Walpac
Shareholders, including:

v The Offer price of $0.92 per Wafpac Share represents an atiractive cash price for your Watpac Shares.
v The Offer pnce represents an attraciwe valuation for Watpac '

v The Offer represents a ssgnsﬁcant liquidity event allow;ng you lo moneﬂse your mvestment in Watpac
v The Offer is unconditional.

v If your Watpac Shares are registered in an lssuer Sponsored Holding in your name, you will not incur any erkerage
charges on the transfer of your Watpac Shares if you accept the Offer.

Accepting the Cffer
Please carefully read this Bidder's Statement. Full terms of the Offer are set out in Appendix 1 of this Bidder's Statement.

i strongly encourage you to accept the Offer as soon as possible. The Offer is scheduled to close at 6.00 pm {Brisbane Time)
on 3 December 2018, unless extended or withdrawn. To accept the Offer, you must follow the instructions in the attached
Acceptance Form. If you accept the Offer, BESIX will pay you the Cash Consideration within ten Business Days after receipt
of your valid acceptance.

As the Offer is unconditional, BESIX intends o conduct on-market purchases of Watpac Shares from time to time at or below
the Cash Consideration Price in accordance with item 2 of section 611 of the Corporations Act from 29 October 2018 {being
the date the Bidder's Statement was given to Watpac). if you require any assistance, please contact 1300 217 429 (toll free
within Australia) or +61 2 8022 7919 (normai charges appty) between 8.30 am and 5. 00 pm (anbane Time) Monday to
Friday.

Yours sincerely,

Rik Vandenberghe?
Managing Director and CEO

! Being the last closing price of Watpac Shares on 23 February 2015 being the trading day prior to the announcement of the Scheme.

% Adjusted net tangible assets per Watpac Share of $0.59 per Watpac Share is calculated based on $140.4 million reported net assets as at 30 June 2018
less goodwill (§17.7 million) and deferred tax assets ($13.7 MI"iDI'l} d:vldeé by the number of Waipac Sha!es on issue of 183.4 million.

® Permanent representative of Audymatt bvba.

Bidders Statement 2



Frequently Asked Questions

You may have questions in relation to the Offer. The following set of questions and answers is intended to assist in your
understanding of the Offer. They are qualified by, and should be read in conjunction with, the detailed information contained
in this Bidder's Statement. You should read the Bidder's Statement in full before deciding whether or not to accept the Offer.
You should also have reference fo the Target's Statement which Watpac will send to Watpac Shareholders as required
under the Corporations Act.

o Question Answer Further information
1

1 | Whatis the Offer? | BESIX is offering to buy ALL of your Watpac Shares by way  Appendix 1 contains the

|  of an unconditional all cash off-market takeover bid. fulf torms of the Offer. |

'  The Offer relates to all Watpac Shares that exist or will exist

. on the Register Date. ;

2 What will | receive if If you accept the Offer, you will receive $0.92 in cash for . Appendix 1 contains the

. 1accept the Offer? . each Watpac Share that you own. Tult terms of the Offer.

3 | Whendoes the ' The Offer is currently scheduled to close at 6.00 pm  See clause 3 of Appendix |
Offer close? | (Brisbane Time) on 3 December 2018, unless extendedor . 1.

- withdrawn.

4 | CanBESIXextend ' Yes, the Offer Period can be extended at BESIX's election or | See clause 3 of Appendix |
| the time at which  : otherwise in accordance with the Corporations Act. BESIX  * 1. 3
! the Offeristo © will give written notice of any extension of the Offer Period in

close?  accordance with the Corporations Act,

' The Offer is not subject to any conditions.

g What are the

conditions to the
Offer?
6 | Whois BESIX? . The BESIX Group is a leading Belgian multi-services group, | Section 3 of the Bidder's
: operating in the coniracting, concessions and property . Staternent contains
development sectors. - further information
: -~ regarding BESIX.
| 7| What relevant ' As at the date of this Bidder’s Statement, BESIX holds a - See section 4.10 for
, | interest does BESIX ; relevant interest of 28.1% in Watpac Shares. further details.
| - have in Watpac? | Note that if BESIX acquires a further relevant interest in
i | ~ Watpac Shares, it will fodge substantial holding notice(s) as
; fequired by the Corporations Act.
8 | Howwill BESIX " The consideration for the acquisition of the Watpac Shares | See section 6 for further
fund the Cash - will be funded by BESIX from its available internal cash - details.
! Consideration? - reserves and from currently available BESIX Group debt :

* funding facilities.

1 9 | What happens if | BESIX does not have any current intention fo increase the

i . accept the Offer Cash Consideration (although it reserves the right to do so).
: and then BESIX s . o
. increases the Cash - if BESIX improves the Cash Consideration, all Watpac

. Shargholders who accept the Offer {whether they have
- accepted the Offer before or after improvement of the Cash

| Consideration?
| ' Consideration) will be enitied to receive the benefitofthe  ©

Bidder's Statament 3
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! "
0. | Question

© Answer

:mproved Cash Consideration.

10

11

12

13

What happens if

What choices do |

 Canl accept the

Watpac declares a
distribution on or
after the
Announcement
Date?

i BESIX will be entitled to all Raghts declared, pald made or
which arise or accrue on or after the Announcement Date.

. If any Rights are declared, paid, made or arise or accrue

! after the Announcement Date to the holders of Watpac

! Bhares, and BESIX does not receive the benefit of those :
"¢ Rights, BESIX will be entitled to deduct the amount (or value, :

. as reasonably assessed by BESIX) of such Rights by
I reducing the consideration otherwise due to you under the
| Offer.

have as a Watpac
Shareholder?

i1 decide to accept
the Offer how do |
do so? '

Offer for part of my
holding? :

14

15

16

217

: What are the

' Can | withdraw my
acceptance?

Wilt| need to pay
! brokerage if |

Can | seli my !
Watpac Shares on |
market?

| No, you cannot accept the Offer for part of your holdmg

: Yes, you can sell some or all of your Watpac Shares on

As a Watpac Shareholder you have the fo!lowmg chouces in

respect of your Watpac Shares:

. accept the Offer;
. sell some or all of your Watpac Shares on the ASX
{unless you have already accepted the Offer for
! your Watpac Sharesjor
. do nothlng

! Further information

- See clause 5.4 of
: Appendix 1.

To accept the Offer, you should foi!ow the instructions set out !
! in clause 4 of Appendix 1 and on your personafised

Acceptance Form which accompanies this Bidder's
Statement.

See your Acceplance

- Form enclosed with this
: Bidder's Statement and
i clause 4 of Appendix 1.

market, but you may incur brokerage costs if you do. The

i cash proceeds from a sale may be more or iess than the

value of the Cash Consideration,

consequences of
accepting the Offer
now?

i

If | accept the Oﬁer, :
when will | receive
the Cash
Consideration?

accept the Offer?

| Once you accept the Offer you will not be able to sell your

Watpac Shares on market, accept any other offer or
otherwise deal with your Watpac Shares even if a Superior

Proposal is subsequently made by a third party. You will also |

no longer be entified to any Righls declared, paid, made,
accrued or which may arise in the future.

No If you accept the Offer, you cannot wﬂhdraw your

. acceptance. This is because the Offer is unconditional.

' Seeclauses 54and Tof |
the Offer Terms set out in

Append:x 1

f you accept the Offer, BESIX will pay you the Cash

i Consideration within ten Business Days after receipt of your
. valid acceptance. .

i your Watpac Shares are registered in an Issuer Sponsored

Holding in your name and you deliver them in accordance

 with the instructions set out on the Acceptance Form, you will

not incur any brokerage connected with you accepling the

Bidder's Statement

- See clause 5.2 of the
i Offer Terms set out in
Appendix 1. '

. Appendix 1 contains the

. full terms of the Offer.

i See also the ipstructions

. on the Acceptance Form,




No. ! Question | Further information
~ Offer.

- 1if your Watpac Shares are in a CHESS Holding or you hotd

. your Watpac Shares through a bank, custodian or other

: nominee, you should ask your Controlling Participant
{usually, your Broker or the bank, custodian or other

! nominee} whether it will charge any transaction fees or

 service charges connected with you accepting the Offer.

...... S - ]

19 | What happens if|  Subject to the explanation below, you will remain the holder : See section 5.2 of this |

do notacceptthe  of your Watpac Shares if you do not accept the Offer. . Bidder's Statement

Offer? ! * regarding BESIX's ‘
intentions if it acquiresa |

1 50.01% relevant inferest

. or more in Watpac's

| In these circumstances and, depending on the number of - Shares.

- Watpac Shares acquired by BESIX, as a result of the Offer Section 5.3 of the

| you may be 2 minority shareholder in what may be a less Bidder's Statement

. liquid stock. ' provides more information

' if BESIX does not compulsorily acquire your Watpac Shares
-~ under the Corporations Act, unless you sell your Watpac
i Shares, you will remain a shareholder in Walpac.

-~ Further, if Watpac ceases to have the spread of shareholders . regarding BESIX's
. as required under the ASX Listing Rules, Watpac may need | infentions if it acquires a

to be removed from the official st of the ASX.  rolevant interest inat
.  least 90% of Wafpac's
" Shares.
See section 5.4 of this |
1 * Bidder's Statement
. regarding BESIX's :
" intentions if it acquires
* less than a 50.01%
relevant interest in
: - Watpac's Shares.
20 | What are the . Section 7 of this Bidder's Statement contains an overview of ' See section 7 of this
' taxation : the Australian taxation implications of accepting this Offer. Bidder's Statement.
‘ :22:“3::0223 i BESIX recommends you seek independent professional
| Offere? 9 ' advice in relation fo your own particular circumstances.
‘ f i
i - Non-Australian tax consequences for Watpac Shareholders
E ' are not included in this Bidder's Statement. Non-resident
‘ E - Watpac Shareholders are urged to seek their own advice as
[ | : to their tax consequences of accepting the Offer.
Bidder's Stalement 5
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1 WHY YOU SHOULD ACCEPT THE OFFER

v The Independent Directors unanimously recommend that you should accept the Offer, in the
absence of a Superior Proposal

The independent Directors unanimously recommend that, in the absence of a Superior Proposal, you
accept the Offer,

Further details of Watpac's reasons to accept the Offer are outlined in section 1 of the Targef's
Statement.

v The Offer price of $0.92 per Watpac Share represents an attractive cash price for your Watpac
Shares

The Cash Consideration of $0.92 per Walpac Share represents an attracttve premrum to historical
{rading prices.

_The Offer represents a premium of:
_7- . 40.5% over the last closing price of Watpac Shares on 26 October 2018 ($0.66);

s 38.8% over the 1 month volume werghted average prrce (VWAP) of Watpac Shares to 26
o October 2018 (80. 66)

. 30.5% over the VWAP of Watpac Shares since the Scheme Meeting to vote on the Scheme held
on 7 June 2018 of $0.71;

s 37.3% over the undisturbed price as at 23 February 20184 (as welE as the 1 month VWAP 1023
s 'February 2018); and '

' - »  54.7% over adjusted net tangible assets per Watpac Share of $0.59.%

* The graph below shows the Cash Consrderatron of $0.92 per Watpac Share relative to historical trading

prrces of Watpac Shares
Ofter Consideration: $0.92
105% ] % ] a0 37.3% Jearn
| premiym _ premium ' premium L} premivm " premivm

LastClose - f-month VWAP  VWAD since Undisturbed price  Adjusted Net Tangible
R Co Scheme {T-Jun-2018) {23-Feb-2018) . Assets per ghare

e

Being the last closing price of Watpac Shares on 23 February 2018 being the trading day prior to the announcement of the Scheme.

% Adjusted net tangible assets per Watpac Share of $0.59 per Watpac Share is calcuated based on $140.4 million reported net assets as at 30 June 201B
less goodwilt ($17.7 miflion) and defered tax assets (§13.7 mrttron) dwrded by the aumber of Warpac Shares on issue of 183.4 mrHron .
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v Represents an attractive valuation for Watpac

The Offer represents an enterprise value for Watpac of $149 milion.8 This valuation represents an
enterprise value / FY18A underlying EBITDA multiple of 21.9% which is high compared to historical
engineering and construction transactions for ASX-listed companies.”

v Significant liquidity event for monetising your investment in Watpac

The Offer provides an opportunity for Watpac Shareholders to monetise their investment and be
provided with immediate liquidity whilst realising a significant premium on the recent Watpac Share price.

In the twelve months preceding the Announcement Date, Watpac's total aggregate traded volume was
approximately 16.9% of the total Wetpac Shares on issue and the average daily traded volumes of
Watpac Shares was 118,565 per day. In the absence of the Offer, this general low level of liquidity of
Watpac Shares means it may be more difficult for Watpac Shareholders to sell their shareholding in a
timely manner in the ordinary course of {rading on the ASX. Conversely, if you accept the Offer, you will
be provided with immediate liquidity and will be paid the Cash Consideration ten Business Days after
receipt of your valid acceplance.

v The Offer is unconditional

There are no conditions attached to the Offer and you can sell your Watpac Shares to BESIX for $0.92
per Watpac Share by accepting the Offer. Accordingly, you can accept the Offer knowing that you will be
paid in cash ten Business Days after receipt of your valid acceptance. Please foliow the instructions set
out in clause 4 of the Offer Terms and the Acceptance Form to accept the Offer,

v Since the announcement of the Scheme, no Competing Transaction has emerged
As far as BESIX is aware, since the announcement of the execution of the Scheme implementation
Agreement between Watpac and BESIX on 25 February 2018 and up fo the date of this Bidder's
Statement, no Competing Transaction has emerged, and BESIX considers that the likelihood of Watpac
receiving a Competing Transaction is low given:
. BESIX's current 28.1% relevant interest in Watpac Shares on issue.

. The Independent Directors have unanimously recommended that Watpac Shareholders accept
the Offer in the absence of a Superior Proposal,

» BESIX and Watpac have entered into a Bid Implementation Agreement containing customary
deal protections, including no-shop, no-talk, matching and notification rights.

v if your Watpac Shares are regi'étéféd in an Issuer Sponsored Holding in your name, you will not
incur any brokerage charges on the transfer of your Watpac Shares if you accept the Offer
if you accept the Offer and if your Watpac Shares are registered in an Issuer Sponsofed Holding in your
name, you wilt not incur brokerage on the transfer of your Watpac Shares to BESIX pursuant to the
Offer. . L L

If you sell yo.'u'r.W.atpac Shares bn't'h':'e' ASX, rather thaﬁ' diépoéing'of them via the Offer, you may incur
brokerage charges (and potentially, GST on those charges).

v Watpac’s'Sha.re price may fall aftér the Offer lapses |

The closing Watpac Share price on 26 Oclober 2018 being the last trading day prior to the
Announcement Date was, $0.66.

® Calculated as 183 .4 milion Walpac Shares on issue multiplied by the Offer price of $0.92 ess excess cash of $20 miflion, as set outin the Independent
Expert's Report annexed to the Target's Statement as Annexure B,

7 Based on FY13 undetlying EBITDA of $6.8 mitlion AUD.
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The Watpac Share price may trade af levels below the Offer price once the Offer has lapsed (although
this is difficult to predict with any degree of certainty). As a resuit, Watpac Shareholders who have not
accepted the Offer before it lapses may not have another opportunity to sell their Watpac Shares for
$0.92 per Watpac Share.

Bidder's Statement



2 OVERVIEW OF THE OFFER
The foliowing is a summary only of the Offer and is qualified by the detailed information contained in the rest of this
gir::ladrzg's Statement, You should read this Bidder's Statement in full before deciding how to deal with your Watpac
The terms of the Offer are contained in Appendix 1.

241 SUMMARY OF THE OFFER TERMS
The Offer

BESIX offers to acquire all of your Watpac Shares on the Offer Terms set out in Appendix 1. You will be entitled to
receive $0.92 cash for every Watpac Share acquired from you.

The Offer relates to Watpac Shares that exist or will exist as af the Register Date.
Offer Period
The Offer is scheduled to close at .00 pm (Brisbane Time) on 3 December 2018 {but it may be extended).
Payment Date
f you accept the Offer you will be provided with the Cash Consideration within ten Business Days after receipt of
your valid acceptance, provided that all relevant documents have been received by BESIX and correctly
completed.
No conditions
The Offer is not subject to any conditions.

22 HOW TO ACCEPT THE OFFER?

Acceptances for the Offer must be received in sufficient time to be acted upon before the close of the Offer Period.

To accept the Offer you should follow the instructions set out in clause 4 of the Offer Terms and the Acceptance
Form.

23 FURTHER INFORMATION

If you have any questions in relation to the Offer or how to accept it, or if you have lost your personalised
Acceptance Form and reguire a replacement, please call 1300 217 429 (callers in Australia) or +61 2 8022 7919
{callers cutside Australia) Monday fo Friday, betwsen 8.30 am and 5.00 pm {Brishane Time).

Biddar's Sfatement ¢
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3 INFORMATION ON BESIX
34 OVERVIEW OF BESIX

The BESIX Group is a leading Belgian multi-services group, operating in the contracting, concessions and property
development sectors. Headquartered in Brussels (Belgium), the BESIX Group was founded in 1909 and has since
grown steadily. The BESIX Group is active in practically every field of construction and caters for muiti-size
projects.

The BESIX Group is present in Australia, Belgium, the Netherlands, France, Luxembourg, Eastern Europe, North
and Central Africa, the Middle East and in South Asia. The BESIX Group has about 14,000 employees active in
22 countries.

In 2017, the BESIX Group generated revenues in excess of AUD 3.8 billion and a consolidated net result in excess
of AUD 160 million. As at 31 December 2017, the BESIX Group had an ordet book in excess of AUD 4.7 billion, a
consolidated equity position in excess of AUD 1.0 billion, and a net cash position® in excess of AUD 225 million.?

3.2 BESIX GROUP'S PRINCIPAL ACTIVITIES AND OPERATIONS
The BESIX Group alms to provide high-quality and cost-efficient construction _so!utions in many areas, including:
(a)  Contracting across a widespread range of activities:

i.  Buildings ~ The BESIX Group is able to take on projects with technical complexity, high logistics
requirements, top performance and tight construction deadlines. The BESIX Group has expertise in
constructing airports, banks, hospitals, commercial buildings, govemmental buildings, cultural and
refigious buildings, high rise, car parks, hotels and warehouses.

ii. Infrastructure — The BESIX Group relies on ifs engineering skills and impiementation resources to
construct complex public works such as bridges, railways, roadworks and tunnels.

iii.  Marine Works — The combination of the BESIX Group's know-how, in-house engineering department
and specialised floating equipment aliows it to offer its clients tailor-made solutions for the
construction of coastal marine facilities such as breakwaters, jetties, locks, marinas, quay walis and
subsea pipelines. ' : ‘

iv. Sports and Leisure — The BESIX Group has buill a number of sports and leisure complexes
including stadiums, athlete and spectator facilities and entertainment parks.

v.  Environment - The BESIX Group uses its skills to design innovative, cutting-edge solutions and
integrates appropriate technologies in the design, engineering, execution, start-up and
commissioning of waslewater treatment plants, upgrades of treatment capacity, siudge drying and
vaporization, pumping stations and hydroelectric installations as well as the installation and
maintenance of underground pipes and sewage disposal systems.

vi.  Industry — The BESIX Group has been extending its industrial activities in recent years and offers its
skills in the design, construction, civil engineering and installation of technical facilities to its industrial
clients. ts areas of expertise include cement plants, compost instaliations, as well as power plants,
petrochemical factories and desalination plants.

vi.  Piling & Foundations - The BESIX Group offers a complete range of optimised solutions and
technologies for the realization of piles, deep foundations, retaining walls, containment of polluted
sites, redevelopment andfor soit improvement, injection works, renovation of existing piles and
foundations and the coordination of related activities,

8 Excluding the impact of debt from BESIX Real Estate activities (BESIX RED).
® BESIX financials are reported in EUR and have been converted to AUD at an EUR fo AUD exchange rate of 0.635.
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The Contracting activities of the BESIX Group are split across three business units: Europe, Middle East
and International.

{b)  Concessions & Assets - The BESIX Group is active as an equity stakeholder, EPC contractor as well as
maintenance contractor in the design, construction, operation and maintenance of infrastructure assets.
The BESIX Group currently holds concessions and assets ranging from waste water treatment plants to
transport facilities (tunnels, bridges, roads and framways), car parks and hotels. The BESIX Group is also
active in facilities management for such assets. The BESIX Group is able to participate in the full lifecycle
of infrastructure assets through public-private parinerships or private-private partnerships under Design,
Build, Finance and Maintain (DBFM) as weli as Build, Own, Operate and Transfer (BOOT) and other
contracting models.

{c)  Real Estate - The BESIX Group is also active in the property development of commercial, residential, retail
and multi-purpose buildings. These developments are built by the BESIX Group itself and mainly occur in
Belgium, the Netherlands, Luxembourg, France and Portugal.

Across all its activities, the BESIX Group has the ability fo utilise its in-house engineering department which has
developed particular expertise and focus areas such as complex and high-rise construction, bridges, marine
structures, water treatment plants, foundations, soif mechanics, facades and Building information Modelling (BIi).

internationally, the BESIX Group has been involved in the construction of iconic landmarks such as the Buyj Khalifa
Tower, the world's tallest building in Dubal; the Grand Egyptian Museum; the Ferrari Experience theme park in Abu
Dhabyi, and the CBX and Carpe Diem office towers in Paris.

The BESIX Group also is or has been active on two 2022 FIFA World Cup Stadiums in Qater, various public-
private partnership projects in the transport segment (tunnels, trams, roadways), waste water treatment plants and
public sefvice buildings, as well as the passenger terminals at Brussels, Paris and Doha International Airports.

In Australia, the BESIX Group has mainly been active on marine projects in Western Australia, where it currently is
the design & build contractor for Fortescue Metals Group’s new tug infrastructure in Port Hedland, and where it
previously had a design, procurement and construction contract for a series of marine works on Chewron's
Wheatstone LNG Project.

Over the last 12 months, the BESIX Group was awarded the renovation / maintenance contract for the main
access Leopeld Il Tunnel in Brussels (Belgium), a contract for the design, construction and part of the operation of
one of the world's largest thermal waste recyciing plants (Waste to Energy) in Dubai, as well as the Design &
Construct contract of a 1.4km bridge in Roskilde, Denmark.

Most recently, BESIX Group announced the following significant contract wins across its international operations:

o The design and build of the Bank of Africa Tower which rises o 250 metres and once built will be the taliest
fower in Morocco and Africa;

e  The design and build of the Nachfigal dam and hydroglectric power station in Cameroon, through a public-
private parinership;

o  The appointment as the infrastructure contractor for the Shindagha Bridge in Dubai {UAE), a 295-metre
bridge that will rise 15.5 m above the Dubai Creek, and that will allow the passage of various types of boats,
consisting of six fanes in each direction in addition to a pedestrian crossing;

+  The design, build and pre-finance of the new A16 ring road of northern Rotterdam (The Netherlands) in
combination with Dura Vermeer, Van Qord, John Laing, Rebel and TBY;

»  The design and build of the rerouting of the Rotterdam port railway line {The Netherlands), a four kilometre
elevated rail viaduct, including two steel arched bridges; and

»  The EPC contract for the Sea Water Reverse Osmosis (SWRO) Plant at the Jebel Ali Power Station, Dubai
(UAE), reaffirming BESIX Group as a partner of choice for the sustainable development ambitions of the
UAE.

Bidders Statement 1
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BESIX Group has already achieved various milestones on different tumkey projects in 2018, including:

»  August 2018: the opening of the luxurious five-star The Chedi Hotel and the first of two marinas in the
seaside resort Ludtica Bay in Montenegro. As the main contractor for the construction of the residential part
of LuStica Bay, BESIX Group has already delivered several phases of this development,

e June 2018: the concrete placement of the pile cap for the Dubai Creek Tower, which is estimated to rise up to
a staggering height of more than 1,006 metres, surpassing the height of the current tallest tower in the world,
the Burj Khalifa (828 m high);

e June 2018: the handover of a large and innovative hospital to client Hospital Group Sud Tle-de-France
(GHSIF) in Melun (France) after a construction period of 36 months. The successful completion of this project
reconfirmed the expertise of BESIX Group in buitding healthcare facllities; and

» January 2018: the placement of the Ramses II statue (82 tonnes) into the great hall of the Grand Egyptian
Museum (Cairo) which is being built by BESIX Group.

Diversification fowards other disciplines has taken place in 2018 with the acguisition of Belgian interiors specialist
Flamant in May 2018 and the launch of ils Start-Up Accelerator as well as a Smart Building partnership during the
European Summer of 2018. In the real estate sector, the BESIX Group also announced in March 2018 a strategic
parinership with A-Star Group to co-develop various European sites in the Build To Rent space.

Additional information on the BESIX Group is available on the company website www.besix.com/en.

3.3 BESIX CORPORATE GOVERNANCE

BESIX has a strong commitment to corporate governance. BESIX's Board of Directors is comprised of the
foliowing members:

»  MrJdohan Beerlandt (Chairman};

s MrRik Vandenberghe;

e Mr Osama Bishai,

o MrJérome Guiraud,

s Mr Mark Litte!,

+  Mr Philippe Quoilin;

s  Baron Jean Stephenne {indepandent);

e MrWouter De Geest {independent};

¢  Baron Philippe Vlerick (independent); and

s  Mr Paddy Padmanathan (independent).

Mr Rik Vandenberghe is also a director of Watpac and Mr Johan Beerlandt an alternate director of Watpac.
BESIX's Executive & Sirategic Committee which meets twice per month and is comprised from a mixture of BESIX

Board members and members from BESIX's senior management team, has responsibility for the day-to-day
Management of the BESIX Group.
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34 OWNERSHIP OF BESIX
Manco Investment Company SCRL {MIC) cwns 50% of the issued share capital in BESIX. MIC is a cooperative
holding company incorporated under Belgian law and whose purpose is to act as a vehicle through which relevant
BESIX management hold an indirect interest in shares in that company.
Orascom Construction Limited through its subsidiary, OC IHC 3 B.V. (OC BV) owns 50% of the issued share
capital in BESIX. OC BV is a holding company incorporated under Duteh law, headquarterad in Amsterdam, the
Netherlands, and registered with the Netherfands Chamber of Commerce. Further information is available on the
Orascom Construction Limited website.

3.5 PUBLICLY AVAILABLE INFORMATION ABOUT BESIX

Fusther information about BESIX is available in electronic form at www.besix.com/en.

Biddars Statemant W
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4 INFORMATION ON THE WATPAC GROUP
41 DISCLAIMER

The information on the Watpac Group in this section 4 and elsewhere in this Bidders Statement has been
prepared by BESIX using publicly available information and information provided by Watpac management.

The information in this Bidder's Statement concerning Watpac has not been independently verified and has been
based on information contained in the Target's Statement. BESIX and its Board do not, subject to applicable law,
make any representation or warranty, express or implied, as to the accuracy or completeness of this information.
The information on Watpac is not considered comprehensive. For more details regarding Watpac, you should refer
to the Target's Statement, which Watpac will send to Watpac Shareholders as required by the Corporat:ons Act,
and which is attached to this Bidder's Statement.

42 OVERVIEW OF THE WATPAC GROUP AND [TS PRINCIPAL ACTIVITIES

Watpac is a public company, headquartered in Brisbane, Queensland and listed on the Australian Securities
Exchange since 1985 (ASX code: WTP).

Watpac was founded In 1983 and has since grown to become a leading national construction, civit infrastructure
and mining contracting group with operations in all mainland states and territories.

The Watpac Group (consisting of Watpac Limited and its wholly-owned subsidiaries) has been responsible for
delivering many iconic projects within the markets that it operates and has worked extensively with State and
Federal Govemments, as well as highly respected corporate clients, '

Nationally, the Watpac Group employs apprommately 700 staff across its construction, civil & mining &nd corporate
business untts

Watpac Group's construction operations are focused on its traditionally strong East Coast markets (including South
Australia and the Northern Territory), while the civil & mining bus:ness dehvers pmjects natuonaliy wnm operations
surrently dominated by projects in Westemn Australia. _

43 BUSINESS SEGMENTS
Building construction

Walpac's building construction segment provides building construction, project management and investment,
design and construction management services. The Watpac Group presently denves ihe majority of its turnover
through the building construction segment.

Walpac's construction capabilities span a diverse range of project types, methodologies and sectors, inciuding
advanced science, research and technology facilities, education, health, food processing, stadiums and sporting
facilities, high security structures such as correctional facilities, airport terminals, defence facilities and other
govemnment buildings, in addition to more traditional commercial, residential and industrial construction.

Watpac's initial home market of Queensland has been supplemented over time by acquisitions in New South
“Wales {Grant Constructions in 2004) and Victoria (J A Dodd in 2007), as well as the establishment of a permanent
presence in South Australia and past delivery of projects in the Northern Territory and Australian Capital Territory.
‘While Queensland continues to deliver the most significant tumover contribution of the building construction
segment, Watpac's operations in the states of New South Wales, Victoria and South Australia have grown to
become meaningful contributors fo the Watpac Group, having delivered, a number of large, hlgh-proﬁle and
important social infrastructure projects.

Watpac has successfully partnered with a number of high-calibre, repeat clients and project investment firms
particularly in the education and health seclors. This has resulted from Watpac's sirategic targeting and previous
delivery of highly successful projects, and aligns with a fong-term strategy to increase exposure fo complex _
bu ntdmg work for quality clients where Watpac's capabilities and expenence can add value

Bidder's Statement . 14



This strategy has seen a recent marked improvement in the quafity and geographical distribution of the building
construction segment workbook which (as illustrated in the graphs disclosed by Watpac in its FY18 Full Year
Results Presentation dated and released to the ASX on 23 August 2018), now features a more desirable balance
between traditional, baseload projects and those in targeted sectors that present greater opportunity for the
Watpac Group’s credentials and financial performance.

Watpac's near term objective is to pursue more desired projects that align to the strategic objectives of enhancing
profitability and maximising shareholder value. This includes targeting projects in the previously identified sectors
of Health & Sciences, Education and Special & Secure Environments (including Defence work). These targeted
sectors have generally exhibited higher barriers to entry, require application of specialised experience and know-
how, and provide greater latitude for Watpac to balance securing new work with competitiveness on factors
beyond simply price.

In addition to the focus on project selection and enhanced risk management practices, Watpac is also
endeavouring to improve internal programs by adopting national best practices, establishing centres of excellence
with a focus on innovation and developing in-house design management capabilities.

Civil & Mining

The Watpac Group's civil & mining business provides civil infrastructure and contract mining services throughout
Australia. These operations commenced at Watpac in 2007 with the acquisition of J A Dodd, followed scon after in
2008 with the purchase of the JMS Group and formed the basis of Watpac's capability in the mining and civil
infrastructure spaces.

While initially East Coast-focused, the business has evolved under Watpac ownership to take advantage of
resources and infrastructure opporfunities in Western Australia, where a majority of projects have baen deliverad in
recent years,

The civil & mining business has broad capabilities with particular success having been enjoyed in the business’
key specialisation of open-cut contract mining services. This is in addition to strong civil capabilities in roads and
bridges, dams, spiltways and other public water infrastructure, as well as mine establishment and maintenance
work including haul roads, tailings dams, waste and rock dumps.

The business’ project teams are particularly adept at delivering in remote and regional areas, which is a capability
that management are keen to emphasise and extend to other geographical markets as an avenue for future growth
and building on past success.

Watpac Group's mining workbook is currently at a low level as a number of projects drew o a close over the past
twelve months. Wafpac's approach to securing work in this segment has been to maintain pricing discipling and to
adopt a selective approach to tendering, aimed at protecting value in the long term and encouraging sustainability
of earnings.

While sentiment in the Western Australia resources secior has recently been improving, aggressive pricing has
been observed from a number of other participants in an effort to secure volumes.

As disclosed to the market under the ASX announcement dated 28 March 2018, Watpac was advised that it was
unsuccessful on two major mining project tenders. As a result, the Watpac Board decided to conduct a
comprehensive review of the civil and mining business, to ascertain options to maximise and preserve value. This
review concluded that it was appropriate for Watpac to rationalise overheads, divest any surpius assets and adopt
a more selective approach fo tendering new opportunities, which are now more generafly available due o the
recent increase in activity levels across the resources sector. As a result, assets allocated fo the civil and mining
business were written down to their assessed fair market value less costs to sell at 30 June 2018 and a business
restructuring provision recognised,

Since this decision was made and the Watpac Group's 30 June 2018 financial results released, Watpac has been
approached by several parties expressing an interest in acquiring the business. Cne of these options is currently

under evaluation by the Watpac Board and has an assessed potential transaction value broadiy in line with the
current written down value of this business’ assets,
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Property
Watpac's property business currently holds properties in Queensiand with a carrying value of $4.2 million.

These remaining properties are expected to be divested in the next twelve months,

Summary of Financial Information (12 months to 30 June 2018)%

Unaliocated/ Consolidated

Elimination

Segment Construction Civil & Mining Property
FY1BA revenue |

4.4 WATPAC DIRECTORS

The Watpac Board comprises the following directors:

Name Position

Peter Watson* Chair, Non-Executive Director
Garret Dixon™ Non-Executive Director
Linda Evans™ ~ | Non-Execufive Director

Carlo Schreurs Non-Executive Director

Rik Vandenberghe Non-Executive Director

Johan Beerlandt Aiternate Non-Executive Director {for Carlo Schreurs)
(GGeert Aelbrecht Aiternate Non-Executive Director (for Rik Vandenberghe)
Martin Monre ~ ~ .| Managing Director

* Mamber of the IBC and an Independent Director
45 SUBSTANTIAL SHAREHOLDERS

As at 26 October 2018, being the last practicable trading day prior to the date of this Biddet’s Statement, based on
substantial shareholder notices lodged with the ASX and registry data, the substantial shareholders of Watpac |
were: o : _ : o _ o S

"° Watpac FY 18 investor presentation and Watpac Annual Report 2018.
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Shareholder Last notice Number of Watpac Voting power (%)
Shares

BESIX Group SA 1 December 2017 51,553,318 2811%

Commonwealth Bank of | 23 May 2018 16,013,714 8.73%

Australia and its

Subsidiarigs

Adam Smith Asset 14 June 2017 10928811 - 5.87%

Management Ply Limited

Actual voting power may differ from that shown above as there is no obligation to publicly disclose changes in
voting power of less than 1%.

48 WATPAC'S ISSUED SECURITIES
Watpac Shares
As at the date of this Bidder's Statement, Watpac had 183,386,244 Watpac Shares on issue.
Watpac Performance Rights

As at the date of this Bidder's Statement, Walpac had 5,755,000 Performance Rights on issue, comprised as
follows:

+ 1,860,000 2016 Long Term Incentive Plan Performance Rights issued on 25 August 2016 and 28 October
2016;

s 2,105,000 2017 Long Term Incentive Plan Performance Rights issued on 20 September 2017 and 23
October 2017; and

e 1,790,000 2018 Long Term incentive Plan Performance Rights issued on 17 September 2018 and 25
September 2018,

in addition, a further 450,000 2018 lLong Term Incentive Plan Performance Righis have been approved for
issuance by the Board, however remain subject to Watpac Shareholder approvat at the Annual General Meeting.

Details regarding the effect of the Offer on the Performance Rights are included at section 4.8 of this Bidders
Statement.

Watpac Shares are quoted on the ASX. Watpac's Performance Rights are unlisted and therefore cannot be traded
on the ASX,

47 TRADING OF WATPAC SHARES

The latest recorded sale price of Watpac Shares on ASX before the Announcement Date was $0.66 as at the close
of trading on ASX on 26 October 2018.

The undisturbed price of Watpac Shares on the ASX on 23 February 2018, being the day prior to the
announcement of the Scheme {which was ulimately unsuccessful) was $0.67.

The VWAP of Watpac Shares between the Scheme Meeting held on 7 June 2018 and the Announcement Date
was $0.71.

in the twelve months preceding the Announcement Date, Watpac's total aggregate traded volume was
approximately 16.9% of the {otal Watpac Shares on issue and the average daily fraded volumes of Watpac Shares
was 118,565 per day.
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48 EFFECT OF OFFER ON PERFORMANCE RIGHTS

Under the Bid Implementation Agreement, Watpac and BESIX have agreed how the Performance Rights will be
treated in connection with any change of control of Watpac arising as a result of the Offer.

The treatment of Performance Rights under the Offer is detailed in full in clause 6 and Schedule 6 of the Bid
Implementation Agreement, a summary of which is annexed as Appendix 2 of this Bidder's Statement.

4.9 DIVIDENDS
No dividends have been paid to Watpac Shareholders since 27 March 2015.
4.10 DETAILS OF RELEVANT INTERESTS IN WATPAC SECURITIES

Details of BESIX's relevant interests in the securities of Watpac are set out in the table below.

Class of securities | Total number in Relevant interest of BESIX Relevant interest of
class immediately before the Bidder's | BESIX immediately
Statement lodged with ASIC before the Offer' is sent
Ordinary securities 51,553,318 51,553,318 51,553,318
{28.1)% {28.1)%

4.11 DETAILS OF VOTING POWER IN WATPAC
As at the date of this Bidder's Statement, BESIX's voting power in Watpac is 28.1%.
BESIX’s voting power in Watpac as at the date immediately before the Offer'2 is sentis 28.1%.
4.12 CONSIDERATION PROVIDED FOR WATPAC SECURITIES DURING PREVIOUS FOUR MONTHS

BESIX and its associates have not acquired or disposed of Watpac Shares during the period of four months before
the date of this Bidder's Statement.

Note that BESIX intends to conduct on-market purchases of Watpac Shares from time {o time in accordance with
item 2 of section 611 ¢f the Corpoerations Act from the date the Bidder's Statement is given to Watpac as stated in
section 5.5 of this Bidder's Statement.

413 NO INDUCING BENEFITS GIVEN DURING PREVIOUS FOUR MONTHS
During the period of four months before the date of this Bidder's Statement, neither BESIX nor any of is
associates gave, or offered to give, or agreed to give a benefit to another person which was likely to induce the
other person, or an associate of the other person, to:
e  accept the Offer; or

o dispose of Watpac Shares,

and which is not offered {o all holders of Watpac Shareholders under the Offer.

" For these purposes, means the first Offer pursuant to section 636(1)(k) of the Corporations Act.
"2 For these purposes, means the first Offer pursuant o section 636(1)(k) of the Comorations Act
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414 PUBLICLY AVAILABLE INFORMATION ABOUT THE WATPAC GROUP

Watpac is a listed disclosing entity for the purposes of the Corporations Act and as such is subject to regular
reperting and disclosure obligations. Specifically, as a histed company, Watpac is subject to the ASX Listing Rules
which require continuous disclosure of any information Watpac has concerning it that a reasonable person would
expect to have a material effect on the price or value of its securities.

Walpac is required to lodge various docurnents with ASIC, Copies of documants lodged with ASIC by Watpac may
be obtained from or inspected at an ASIC office. A substantial amount of information about Watpac, including its
ASX filings are available in efectronic form from its websile www.watpac.com.au.

The most recent audited financial statements of Watpac for the financial year ended 30 June 2018 were lodged
with the ASX on 23 August 2018.

In addition, the Corporations Act requires the Watpac Directors to provide a Target's Statement to Watpac
Shareholders setting out cerfain material information regarding Watpac, which is attached to this Bidder's
Statement.
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5 BESIX'S INTENTIONS

514 INTRODUCTION
This section sets out BESIX's intentions in relation to the following:
+ the continualion of the business of Watpac;
»  any major changes to be made to the business of Watpac; and
+  the future employment of the present employees of Watpac.
Those intenticns have been formed on the basis of the facts and information regarding Watpac, and the general
business environment, which are known fo BESIX at the time of preparation of this Bidder's Statement. Final
decisions on these matters have not been made and will only be reached in the light of all material facts and
circumstances at the relevant time, including once BESIX has had an opportunity to conduct a review of Watpac's
operations and assets as referred to below. Accordingly, the statements set out in this section are statements of
current intentions only, which may vary as new information becomes available or circumstances change.

5.2 INTENTIONS UPON ACQUIRING 50.01% OR MORE OF WATPAC SHARES

This section describes BESIX's intentions if il were to acquire a refevant interest in at least 50.01% of Watpac
Shares on issue.

(a) Long term value creating opportunities through increased alignment

As a minority shareholder with a 28.1% sharehoiding, BESIX considers that it has been practicafly
fimited in delivering and maximising its infernational resource and capability potential to Watpac. By
increasing its shareholding in order to obiain a controlling interest in Watpac, BESEX will be betier
positioned to drive long term value opportunities for Watpac.

If BESIX acquires 50.01% or more of Watpac's Shares, BESIX's current intentions are to add additional
resources to Watpac and provide a range of potential benefits to Watpac, including:

. access to other construction segments in Austraiia including Tier 1 or more complex building
projects; '

» opportunities o diversify into other contracting disciplines and sectors with higher margin
potential; '

. enhanced technical capabilities inherent in BESIX's business {such as the input of its in-house
engineering department);

) optimal financial arrangements which can be supported by BESIX's existing facilities;

. access to BESIX's international client base, commercial and technical references, as well as its

network of key suppliers, subcontractors and consultants;

. ahility to benefit from BESIX's experfise and international profile and reputation in construction
markets; and o

. access to BESIX's extensive innovation program,

{b) Directors
If BESIX acguires a relevant interest in 50.01% or more of Watpac Shares on issue, on request from
BESIX, Watpac and BESIX will precure the appointment to the Watpac Board of such number of

directors nominated by BESEX which is commensurate with BESIX's economic interest in Watpac,
subject to those directors providing a consent to act as a director of Watpac.
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If BESIX acquires a relevant interest in less than 100% of the Watpac Shares on issue as at the end of
the Offer, the Watpac Board will include at least two independent directors,

{c} General strategic and operational review

BESIX's intention is that Watpac will operate as a sfandalone business, retaining the Watpac brand
name, heritage and local identity along with its solid corporate governance. This is the case imespective
of whether Watpac remains an ASX-listed entity or not.

BESIX recognises and values the significant quality and highly skilled people working at Watpac. With
the additional day-to-day support of BESIX, both organisations wilt be able to achieve sucoess together
and provide employees of both companies the opportunity to explore new ventures, gain exposure o
various contracting disciplines, complement each other's skill sets and geographical reach as well as
broaden the career development opportunities of Watpac staff, also internationally.,

BESIX is supportive of current Watpac management and their strategic direction.

Consistent with BESIX's model of business, following the end of the Offer, BESIX would continue to
monitor the performance of Watpac and as appropriate conduct a general strategic and operational
review of Watpac’s structure, assets, business, persennel and operations.

Following the general strategic and operational review process, the executive management of Walpac
may be enhanced or supplemented by BESIX, but BESIX will only do so in order to ensure that Watpac
has the best possible skills and resources available to undertake its business,

BESIX has not defermined the scops of any staff changes. If there are any actions to be taken as an
outcome of the strategic and operational review, applicable employment laws will be complied with.
However, subject to the outcome of the general strategic and operational review noted above, it is not
BESIX’s current infention to make any material redundancies.

BESIX intends to support the ongeing review of potential strategic options for Watpac’s civit and mining
business.

{d) ASX Listing

Subject to continued compliance by Watpac with the ASX Listing Rules {including Walpac maintaining a
sufficient spread of shareholders) and BESIX being of the view that the benefits of a listing on the ASX
outweigh the additional corporate and compliance costs of doing 80, BESIX intends to maintain
Watpac’s listing on the ASX (although Watpac Shareholders should be aware that in this circumstance
the liquidity of Watpac Shares on the ASX may be materially diminished). If Watpac ceases to have the
spread of shareholders as required under the ASX Listing Rules, BESIX may make an application to
remove Watpac from the official list of the ASX.

53 FURTHER INTENTIONS UPON ACQUIRING 90% OR MORE OF WATPAC SHARES
in addition te the intentions described in section 5.2 above, this section sets out BESIX's further intentions if it were
to acquire a relevant interest in 90% or more of the Watpac Shares,
{a) Compulsory acquisition at end of Offer Period or a later time
if # becomes entitled to do so under the Corporations Act, BESIX may compulsorily acquire any
outstanding Watpac Shares.
it is possible that even if BESIX is not entifled to or required to proceed to compulsory acquisition of
minority holdings after the end of the Offer Period under Part 6A.1 of the Corporations Act, it may
subsequently become entitled o exercise rights of general compulsory acquisition under Part 6A.2 of the
Corporations Act; for example, as a result of acquisitions of Watpac Shares in reliance on the “3% creep”
exception in item 9 of section 611 of the Corporations Act. If so, BESIX may exercise those rights.
Bidder's Statement 21
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{b) ASX Listing

if a compulsory acquisition process is undertaken, BESIX would procure the removal of Watpac from the
official list of the ASX.

54 INTENTIONS IF BESIX DOES NOT ACQUIRE 50.01% OF WATPAC

This section sets out BESIX’s intentions if the Offer closes and BESIX has not acquired a relevant interest in at
least 50.01% of Watpac Shares on issue.

In that circumstance:

. BESIX does not expect to be in a position to give effect to the intentions set out in sections 5.2 or £.3 of
the Bidder's Statement; and

. BESIX would have regard to the circumstances at the time and consider the appropriate courses of
action that are in the best interests of BESIX, if BESIX does not acquire a refevant interest in 50.01% or
more of Watpac Shares on issue, BESIX may review its substantial shareholding in Watpac,

55 ON-MARKET PURCHASES
From the date the Bidder's Statement is given to Watpac, BESIX infends to conduct on-market purchases of

Watpac Shares from time to time in accordance with item 2 of section 611 of the Corporations Act. BESIX has
appointed Macquarie Securities to make such on-market purchases on its behalf.
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6 FUNDING

6.1 CONSIDERATION UNDER THE OFFER
The Cash Consideration for the acquisition of Watpac Shares will be satisfied in cash (in Australian dollars).

6.2 CASH CONSIDERATION
Based on the number of Watpac Shares on issue as at the date of this Bidder's Statement, the maximum amount
of cash that would be payable by BESIX under the Offer if acceptances were received for all Watpac Shares in
return for the Cash Consideration is approximately $123.1 milfion.

6.3 SOURCES OF CASH CONSIDERATION

BESIX has obtained alt internal approvals necessary 1o fund the Cash Consideration from its available internal
cash reserves and from currently available BESIX Group debt funding facilities.

6.4 PROVISION OF CONSIDERATION
On the basis of the arrangement described in this section, BESIX is of the opinion that it has a reasonable basis

for holding the view, and holds the view, that BESIX will be able to provide 100% of the Cash Consideration
offered under the Offer,
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7 AUSTRALIAN TAXATION CONSIDERATIONS
74 INTRODUCTION

The following is an outine of the principal Australian income tax consequences applicable to a Watpac
Shareholder who disposes of their Watpac Shares under the Offer. This outline refiects the current provisions of
the Income Tax Assessment Act 1936 (Cth) and the Income Tax Assessment Act 1997 {Cth) and the regulations
made under those Acts, taking into account BESIX's understanding of the current administrative practices of the
Australian Taxation Office. The outline does not otherwise take into account or anticipate changes in the law,
whether by way of judicial decision or legislative action, nor does it take info account tax legislation of countries
apart from Australia.

The following outiine is not exhaustive of ali possible Australian income tax considerations that could apply to
Watpac Shareholders. The summary is only relevant to those Watpac Shareholders who hold their shares on
capital account and it does not address all tax considerations applicable to Watpac Shareholders.

The summary does not apply to Watpac Shareholders:

{a) that may be subject to special tax rules, such as banks, insurance companies, tax exempt organisations,
superannuation funds, dealers in securities;

{b) whe do not held the Watpac Shares on capital account;
{c) who are exempt from Australian tax;

{d) who hold the Watpac Shares on behalf of another person;

(e) who acquired their Watpac Shares as part of an employee share scheme or who hold Performance
Rights;

{f) who have not been resident in the same country for tax purposes throughout the period they have
owned their Watpac Shares;

{9) who are, or have been, temporary residents of Australia for the purposes of the Australian tax legislation;
or

{h) who are subjecl to the “taxation of financial arrangements” regime.

For Watpac Shareholders who are non-residents of Ausiralia for tax purposes, it is assumed that the Watpac
Shares are not held and have never been held, as an asset of a permanent establishment of that Watpac
Shareholder in Australia. This outline does not constitute tax advice, and is not infended to and should not be used
or relied upon by anyone, and BESIX accepts no duty of care to any other person or entity. Each Watpac
Shareholder should consult their own tax adviser regarding the consequences of acquiring, holding or disposing of
their Watpac Shares.

7.2 AUSTRALIAN RESIDENT WATPAC SHAREHOLDERS

This section applies to Watpac Shareholders who are Australian residents for tax purposes or are non-residents of
Australia who hold their Watpac Shares through a permanent establishment in Australia.

(a) Accepting the Offer

If you accept the Offer, the disposal of your Watpac Shares will constitute a capital gains tax (CGT) event for
Australian income fax purposes. You will be taken to have disposed of your Watpac Shares for CGT purposes
when the contract to sell your Watpac Shares is formed. This should be the date that you accept the Offer.

{b) Compulsory acquisition

If BESIX becomes entitied 10 compulsorily acquire any outstanding Watpac Shares under the Corporations Act

{see section 5.3 above) and your Watpac Shares are compulsorily acquired, you will be taken to have disposed of
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your Watpac Shares for CGT purposes. The date of disposal will be the date you cease to be the owner of the
Watpac Shares.

(c) Not accepting the Offer

There shouid be no CGT consequences if you do not accept the Offer and your Watpac Shares are not
compulsorily acquired as per section 5.3.

{d) Calculating the capital gain or loss

if you acquired your Watpac Shares before 20 Septerber 1985, then, in general, no CGT consequences should
arise on the disposal of those shares. If you acquired your Watpac Shares after 20 September 1985, you may
make a capital gain or loss on the disposal of the Watpac Shares,

You will realise a capital gain in connection with the disposal of a Waipac Share to the extent that your capital
proceeds are more than the CGT cost base of that Watpac Share. You will realise a capital foss to the extent that
the amount you receive (or will receive) is less than the CGT reduced cost base of the Watpac Share.

Capital losses can usually only be offsel against capital gains you realise in the same income year or in later
income years. As the loss rules are complex, if you are a company or a trustee you should seek your own
independent professional advice as to how these rules may apply, having regard to your particular circumstances.

Any net capital gain should be included in your assessable income for that income year. Broadly, your net capital
gain in respect of an income year will be calculated by aggregating all of your capital gains realised in that income
year and reducing that amount by your capital losses realised in that income year and any available net capital
losses from prior years. The net capital gain may be reduced by the CGT discount {discussed below).

{e} Capital Proceeds

The capital proceeds for a Watpac Share should equal the Cash Consideration.

{H Cost Base

Generally, the cost base of a Watpac Share shouid be the total amount you paid for the Watpac Share, your
acquisition costs and other costs relating to the holding and disposal of the Watpac Share, to the extent to which
you have not claimed an income fax deduction for such costs. The reduced cost base of a Watpac Share is
usually determined in a similar, but not identical, manner.

If you acquired a Watpac Share before 11.45 am on 21 September 1999, and you are an individual, complying
superannugtion entity, the trustee of a trust or a listed investment company, it may be possible to index
expenditure incurred at or before that time in working out the cost base (but not the reduced cost base) of the
Watpac Share. If you choose o caiculate your cost base with reference to indexation, the CGT discount
(discussed below) would not be available.

We recommend that you consult your fax adviser to confirm the cost base or reduced cost base of your Watpac
Shares.

{q) CGT Discount

If you are an individual, complying superannuation entity or trustee of a trust and you acquired your Watpac Share
at least 12 months prior to the time of the CGT event (excluding the date of acquisition and the date of the CGT
event}, the CGT discount may apply to reduce your net capital gain made from the disposal of a Watpac Share.

Individuals and trusts may be entitied to a CGT discount of 50%, while complying superannuation entities may be
entitled to a CGT discount of 33 %4%. The CGT discount is not available to companies.

73 NON-RESIDENT WATPAC SHAREHOLDERS

If you are not a resident of Australia for tax purposes, and do not use your Watpac Shares in carrying on a
business through an Australian permanent establishment, you may be able to disregard the whole of any capital
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7.4

1.5

gain or capital loss made upon the disposal of your Watpac Shares, unless the Watpac Shares constitute “indirect
Australian real property interests”. The Walpac Shares will constitute an indirec! Australian real property interest i:

(a) you hold a "non-portfolio interest” in Watpac; and

(t) the Watpac Shares pass the “principal asset test”,

You will hold a *non-partfclio interest” in Watpac if you (fogether with your associates):
(c) hold 10% or more of Watpac Shares at the time of disposal; and

{d) heid more than 10% of Watpac Shares throughout a 12 month period during the 24 months preceding
the disposal.

Broadly, the Watpac Shares will pass the “principal asset test” if the market value of Walpac's direct and indirect
Australian real property assets (i.e. its taxable Australian real property interests) exceeds the sum of the market
values of Watpac's assets that are not taxable Australian real property.

if you have held, or hold, a non-portfalio interest in Watpac (either on a stand-alone basis or with their associates)
and you are a not a resident of Australia for tax purposes and do not hold your Watpac Shares through an
Australian permanent establishment, you should obtain specific advice on the Australian tax consequences of
disposing of your Watpac Shares {including whether the Watpac Shares would pass the principal asset test, and
the calculation of any capital gain or loss arising from the disposal}.

NON-RESIDENT CGT WITHHOLDING

Where a non-resident of Australia disposes of certain taxable Australian property, the purchaser is required to
withhold 12.5% of the purchase price, and remit that amount to the Australian Taxation Office.

BESIX will be required to withhold 12.5% of the Cash Consideration if your Watpac Shares are indirect Australian
reat property interests and BESIX:

(@) knows or reasonably believes that you are a non-resident of Australia; or
{b) does not reasonably befieve that you are a foreign resident for tax purposes; and either
{i) you have an address outside Australia; or

(i) BESIX is entitled to pay the Cash Consideration {0 a place outside Australia.
In the Acceptance Form, you can make a declaration that:
{8) as the registered holder of the Watpac Shares, you are an Australian tax resident; or
(b} the Watpac Shares are not indirect Ausiralian real property interests (see section 7.3 above).
in these circumstances, if such a declaration is provided and received by BESIX within the required time, BESIX
does not intend to withhold any amount of the Cash Consideration payable to you. If no such declaration is made,
and BESIX considers that an obligation to withhold may arise, BESIX may withhold from the payment of the Cash
Consideration, and remit that amount to the Australian Taxation Office. The non-resident CGT withholding tax is

not a final tax, and you will receive a credit for amounts withheld on filing an Austratian tax retum and may receive
a refund of tax if amounts have been withheld in excess of your actual Australian {ax liability.

STAMP DUTY AND GST

A Watpac Shareholder that disposes a Watpac Share to BESIX is not expected to incur any Australian stamp duty
or be subject to Goods and Services Tax (GST) on that disposal.
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8.1

ADDITIONAL INFORMATION
SUMMARY OF BID IMPLEMENTATION AGREEMENT

BESIX and Watpac entered into a Bid Implementation Agreement in respect of the Offer on 28 October 2018. A
summary of certain key terms of the Bid implementation Agreement is set out below.

(a) Definitions
For the purposes of this section 8.1, the following terms have the meanings given to them below:
Competing Transaction means any proposal, agreement, arrangement, reorganisation or transaction
{whether by way of takeover bid, scheme of arrangement, capital reduction, sale of assats, sale or issue
of securities, joint venture or otherwise) which, if completed would mean a person (other than BESIX and
its Related Bodies Corporate) whether alone or with any associate thereof would:

® directly or indirectly. acquire an interest or relevant interest in, or become the holder of 10% or
more of the Watpac Shares (other than as custodian, nominee or bare frustee); or

(i} directly or indirectly acquire, obtain a right to acquire, or otherwise obtain an economic interest
in ail or a substantial part or a material part of the assets of or business conducted by the
Watpac Group; or

(i) acquire confrol of Watpac, within the meaning of section 50AA of the Corporations Act; or

(iv) otherwise acquire or merge (including by a reverse takeover bid or dual listed company
structure) with Watpac or implement any proposal which prejudices or jeopardises, or might
reasonably be expected to prejudice or jeopardise, the Takeover Bid,

and, for the avoidance of doubt, any sales pertaining to Watpac's civil and mining division (whether by
way of a partial or full sale of shares, assets or business) will not be a Competing Transaction.

Exclusivity Period means the period from and including the date of this agreement to the earfier of:
(i) the termination of the Bid Implementation Agreement in accordance with its terms; and
(i) two months after the end of the Offer Period.

Superior Proposal means a bona fide Competing Transaction which the Independent Directors, acting
reasonably and in good faith, and after taking advice from ite legal and financial advisers, determine is:

(i) reasonably capable of being completed taking inte account all aspects of the Competing
Transaction, including its conditions; and

(ii) more favourable to Watpac Shareholders than the Takeover Bid, taking into account all
aspects of the Compeling Transaction.

Takeover Bid means the off-market takeover bid by BESIX for all Watpac Shares to be implemented in
accordance with Chapter 6 of the Corporations Act {which is the subject of this Bidder's Statement).

b Takeover Bid

BESIX has agreed to make the Offer and each of BESIX and Waipac have agreed to use all reasonable
endeavours in order to implement the Offer,

© independent Director Recommendation

Each of the Independent Directors recommends the Offer to Walpac Shareholders subject to there being
no Superior Proposal.
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{d) Exclusivity Arrangements
No existing discussions

Watpac represents and warrants that, other than the discussions with BESIX in respect of the Takeaver
Bid, it is not currently in negotiations or discussions in respect of any Competing Transaction with any
person.

No-Shop

During the Exciusivity Period, Watpac must ensure that neither it nor any of its representatives directly or
indirectly solicits, invites, encourages or inifiates any enquiries, negoliations or discussions or
communicates any intention to do any of these things, with a view o obtaining any offer, proposal or
expression of interest from any person in relation to a Competing Transaction.

No-talk

Subject to the exception set out below, during the Exclusivity Period, Watpac and its representatives
must not negotiate or enter into, or participate in negotiations or discussions regarding, a Competing
Transaction, even if not solicited, invited or encouraged by Watpac, or the Competing Transaction has
been publicly announced.

Due diligence

Subject 1o the exception set out below, during the Exclusivity Period, Watpac and its representatives
must not enable any other person other than BESIX and its representatives, to undertake due diligence
investigations on the Watpac Group or their businesses or operations, or maks its employees, officers or
any non-public information relating to Watpac or any of its Related Bodies Corporate available to any
other person.

Notice of Unsolicited Approach

During the Exclusivity Period, Watpac must promptly inform BESIX if it or any of its Related Bodies
Comporate or representatives receives any unsolicited approach with respect to any Competing
Transaction, receives any request for information relating to Watpac or any of its Related Bodies
Corporate or any of their businesses or operations or any request for access to the bocks or records of
Watpac or any of its Related Bodies Corporate which Watpac has reasonable grounds to suspect may
relate to & Competing Transaction, and if it provides any information relating to Watpac or any of it
Related Bodies Corporate or any of their businesses or operations in connection with a Competing
Transaction.

Exceptions to no-talk and no due diligence

Where expressly stated above, the no-talk and no due difigence obligations do not apply to the extent
they restrict Watpac, any of its Related Bodies Corporate or any of their respective associates, from
taking or refusing to take any action following an actual or propesed Competing Transaction provided that
the Independent Directors have determined in good faith that, after receiving writlen legal advice from
Queen's Counsel or Senior Counsel, failing to respond fo such a Competing Transaction would be
reasonably likely to constitute a breach of the Watpac Director's fiduciary or statutory obligations.

Matching Right

During the Exclusivity Period, Watpac must not enter into any legally binding agreement, arrangement or
understanding pursuant to which a third parly or Watpac proposes to underiake or give effect fo a
Competing Transaction and must use its best endeavours to procure that none of the independent
Directors change their recommendation in favour of the Takeover Bid to publicly recommend a
Competing Transaction unless:

0] the Independent Directors acting in good faith determine that the Competing Transaction
would or is likely to be a Superior Proposal;
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(ii} Watpac has provided BESIX with the material terms of the Competing Transaction (including
price and the identity of the party making the proposal); and

(iii) Watpac has given BESIX 3 Business Days after the provision of that information to provide a
matching or superior proposal,

if BESIX makes a matching offer, Watpac and BESIX must use their best endeavours to agree any
amendments to the Bid Implementation Agreement, the Offer and the contents of any supplementary
bidder's statement and target's statement which are reasonably necessary or desirable to reflact the
matching offer as soon as reasonably practicable.

Conduct of business

The Bid Implementation Agreement sefs out the obligations of Watpac from the date of the Bid
Implementation Agreement up to the earlier of the end of the Offer Period and the date the Bid
implementation Agreement is terminated in relation to the conduct of its business. Broadly, Watpac has
agreed to:

. conduct its business in the ordinary and proper course {and materially in accordance with
applicable laws), consistent with the most recent business plans and budgets made public or
disclosed to BESIX prior to the date of the Bid Implementation Agreement and in substantially
the same manner as previousty conducted except in certain circumstances;

. maintain the condition of its business and assets materially in the manner maintained prior to
the date of the Bid Implementation Agreement;

. keep avaflable the services of its key officers and employees;

. preserve its relationships with those whom it has business dealings;

. enforce ail standstill obligations under any agreement to which a member of the Watpac Group
is a party;

. ensure that any contract entered into after the date of the Bid Implementation Agreement does

not contain any change of control provisions {or where they do, the consent of the counterparty
to the Takeover Bid is provided concurrently with entry info the contract);

. ensure there is no decrease in the amount of cash in Watpac other than in the ordinary course
of business or as a result of reasonable costs incurred in relation to the Takeover Bid; and

) consuft with BESIX with respect to any decisions regarding its business and operations, other
than decisions in the normal course of business consistent with past practice.

Broadly, Watpac has agreed not to:

. issue any new shares or rights to be issued shares in the capial of Watpac,

. enter info, materially change or terminate a material contract or seltle or agree to settle any
claim by Watpac for less than the alleged amount where that amount was greater than $5m, or

against Watpac where the alieged amount of the claim was greater than $5m;

. increase the remuneration of, benefits to, pay any bonuses to (other than in accordance with
existing arrangements and in the ordinary course), issue any securities io or otherwise vary the
employment arrangements with, any directors or employees;

. accelerate the rights of any of its directors or empioyees to any benefits;
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. pay any termination payments to directors, execufives or employees, other than as provided for
in an existing employment contract as at the date of the Bid Implementation Agreement which
has been provided to BESIX;

. materialy amend any arrangement with its financlers in respect of the transactions

contemplated by the Bid implementation Agreement;
. announce, declare or pay any dividends or other distributions;

. take any action which is, or could be reasonably expected to give rise to, a ‘prescribed event
as that term is defined in the Bid Implementation Agreement,

. take any action which would have a material impact on its information technology systems; or
. agree to do any of the above matters.
These restrictions are set out in full in clause 7 of the Bid implementation Agreement.

] Termination rights

Watpac or BESIX can terminate the Bid Implementation Agreement if:

. BESIX withdraws the Takeover Bid as permitted by the Corporations Act for any reason;

. the other is in material breach of the Bid Implementation Agreement and has given notice to
the other and the relevant circumstances continue to exist § business days after the time such
notice is given;

. if a Court or other Regulatory Authority has issued a final and non-appealable order, decree or

ruling which permanently restrains or prohibits the Takeover Bid; or

. the other party or, in the case of Walpac, any of its Related Bodies Corporate, becomes
insolvent,

BESIX can terminate the Bid Implementation Agreement if:
. any Independent Direclor does not recommend, withdraws or adversely modifies their
recommendation, or otherwise makes a public statement indicating they no longer support the

Takeover Bid; or

) any Independent Director which has a relevant inferest in Watpac Shares qualifies or
withdraws their intention to accept the Cffer,

. Watpac breaches the conduct of business or exclusivity provisions in the Bid Implementation
Agreement;
. a person (other than BESIX and its associates) obtains a relevant interest in 10% or more

Watpac Shares and that person did not have a relevant interest of 10% or more as al the date
of the Bid Implementation Agreement and their relevant interest has increased by at least 5%
since the dale of the Bid implementation Agreement; or
» a Material Adverse Effect or Prescribed Event occurs.
The termination rights are set out in full in clause 10 of the Bid Implementation Agreement.
8.2 DATE FOR DETERMINING HOLDERS OF SHARES
For the purposes of section 633 of the Corporations Act, the date for determining the people to whom information

is to be sent under items 6 and 12 of section 633{1) is the Register Date.
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8.3 ASIC MODIFICATIONS AND EXEMPTIONS, ASX WAIVERS
ASIC has published varicus “Class Order” instruments providing for modifications and exemptions that apply
generally to all persons, inctuding BESIX, in relation to the operation of Chapter & of the Corporations Act. BESIX
may rely on this “Class Order” relief,

8.4 CONSENTS

Each of the following parties has given and has not, before the date of this Bidder's Statement, withdrawn its
consent o be named in this Bidder's Statement in the form and context in which it is named:;

(a) King & Wood Mallesons as legal adviser to BESIX;
(b} Macquarie Capital as financial adviser to BESIX; and
{¢) Computershare Investor Services Ply Limited as share registry.
As permitted by ASIC Class Order 13/521, this Bidder's Statement includes or is accompanied by statements
which are made, or based on statements made, in documents lodged with ASIC or given to ASX. Pursuant to this
ASIC Class Order, the consent of the person to whom such statements are aftributed is not required for the
inclusion of these statements in this Bidder's Statement. Any Watpac Shareholder who would like o receive a copy
of any of these documents may obtain a copy free of charge (within two Business Days of the request) during the
Offer Period by contacting 1306 217 429 (toll-free within Australia) or +61 2 8022 7919 {from outside Australia),
Monday to Friday between 8.30 am and 5.00 pm (Brisbane Time).

8.5 NO OTHER MATERIAL INFORMATION
Except as disclosed in this Bidder's Statement, there is no other information that is:
{a) material to the making of a decision by a Watpac Shareholder whether or not fo accept the Offer; and
(b known to BESIX,

and has not previously been disclosed to Walpac Shareholders.
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8 GLOSSARY
9.4 DEFINITIONS

The following defined terms are used throughout this Bidder's Statement unless the contrary intention appears or
the context requires otherwise:

Acceptance Form means the form of acceptance and transfer accompanying the Offer or any replacement or
substitute acceptance form provided by or on behaif of BESIX.

Announcement Date means 29 October 2018 being the date of announcement of the Offer.

Annual General Meeting means the annual general meeting of Watpac to be held on or around 13 November
2018,

ASIC means Australian Securities and Investments Commission.

ASX means ASX Limitad (ABN 98 008 624 6931) or Australian Securities Exchange, as appropriate.
ASX Listing Rules means the official listing rules of the ASX, as amended from time to time.

ASX Settlement means ASX Settiement Pty Limited (ABN 49 008 504 532).

ASX Settlement Operating Rules means the operating rules of ASX Settlement.

BESIX means BESIX Group SA.

BESIX Board means the Board of directors of BESIX.

BESIX Group means BESIX and each of its Subsidiaries.

BESIX Group SA a limited liability company incorporated in Belgium, under Company No. BCE 0400.459.154,
Avenue des Communautés 100, B-1200 Brussels, Belgium.

BESIX's Takeover Transferee Holding means the holding of Watpac Shares on the CHESS sub register of
BESIX established for the purposes of the Offer.

Bid Implementation Agreement means the agreement signed between BESIX and Watpac on 28 October 2018
which sets out the rights and obligations of the parties in this transaction.

Bidder's Statement means ihis document, being the statement of BESIX under Part 6.5 Division 2 of the
Corporations Act relating to the Offer, o

Brishane Time means the time in Brisbane, Queensiand, Australia.
Broker means a person who is a share broker and a participant in CHESS.

Business Day means a day on which banks are open for general banking business in Brisbane (not being a
Saturday, Sunday or public hofiday in that place).

Cash Consideration is defined in clause 2 of Appendix 1.
CGT means the tax arising as a result of a CGT event as defined in the Income Tax Assessment Act 1997 (Cth}.

CHESS means the Clearing House Electronic Sub register System, operated by ASX Seltlement which provides
for electronic share transfer, settlement and registration of securities in Australia.

CHESS Holding means a holding of Watpac Shares on the CHESS sub register of Watpac, being a register
administered by ASX Settlement and which records uncertificated holdings of shares.
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Competing Transaction has the meaning given in the Bid Implementation Agreement.

Controlling Participant means a Broker or Participant who is designated as the controliing participant for shares
in a CHESS Holding in accordance with the ASX Setflement Cperating Rules,

Corporations Act means the Corporations Act 2001 (Cth).

Disclosed means Fairly Disclosed:

(a} by ane party in writing to the other party prior to the date of the Bid Implementation Agreement; or

{b) in any announcement made by Watpac on ASX prior {o the date of the Bid Implementation Agreement.
Encumbrances means any:

{a) security for the payment of money or performance of obligations, incfuding a morigage, charge, lien,

pledge, trust, option, right of pre-emption, power, titie retention, or flawed deposit arrangement; or

(k) right, interest or arrangement which has the effect of giving another person a preference, priority or
advantage over creditors including any right of set-off; or

{© right that & person (other than the owner) has to remove something from land {(known as a profit a
prendre), easement, public right of way, restrictive or positive covenant, lease, or licence to use or
oceupy; or

(d) third-party right or interest or any right arising as a consequence of the enforcement of a judgment; or

{e) any agreement to create any of them or allow them to exist.

Fairly Disclosed means disclosed in sufficient detail 5o as to enable a reasonable and sophisticated person to
ientify the nature and scope of the relevant matfer, event or circumstance.

HIN means a Holder Identification Number, which is the number that starts with an “X’, to identify a Watpac
Shareholder with a CHESS Holding and has the same meaning as in the ASX Settlement Operating Rules.

Independent Directors means Mr Peter Watson, Ms Linda Evans and Mr Garret Dixon,
Issuer Sponsored Holding means a holding of Watpac Shares on Watpac's issuer sponsored sub register.
Macquarie Securities means Macquarie Securities {Australia) Limited {ACN 002 832 126).

Qffer means the offer by BESIX on the Offer Terms to acquire Watpac Shares (and for the avoidance of doubt
includes each such offer made to an individual Watpac Shareholder pursuant to that offer),

Offer Period means the period commencing on 1 November 2018 and ending on 3 December 2018, or such later
date to which the Offer has been extended.

Offer Terms means the terms of the Offer set out in Appendix 1 of this Bidder's Statement.
Participant means a non-broker perficipant under the ASX Settlement Cperating Rules,

Performance Rights means a performance right issued by Watpac in respect of Watpac Shares, whether vested
of unvested, and those proposed to be issued following the receipt of shareholder approval at the Annual General

Meeting.
Register Date means the date set by BESIX pursuant to section 633(2) of the Corporations Act, being 29 October
2018,
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Regulatory Authority includes:
(a) ASX, ASIC and the Takeovers Panel;
(b} a government or governmental, semi-governmental or judicial entity or autherity;

{¢) a minister, department, office, commission, delegate, instrumentality, agency, board, authority or
organisation of any government; and

(d) any regulatory organisation established under statute,

including, in Australia and Beigium.

Related Bodies Corporate has the meaning given in the Corporations Act.

relevant interest has the meaning given in the Corporations Act.

Rights means all accretions, rights or benefits of whatever kind attaching to or arising from Watpac Shares directly
or indirectly after the date of this Bidder's Statement, including, but not limited to, ali dividends or other distributions
and all rights to receive any dividends or other distributions, or to receive or subscribe for shares, stock units,
notes, bonds, options or other securities, declared, paid or made by Watpac or any of its subsidiaries.

Scheme means the scheme of arrangement pursuant to which BESEX proposed fo acquire 50% of the Watpac
Shares held by each Watpac Sharehoider (other the BESIX) which was announced on 26 February 2018 by
Watpac, but which was ultimately unsuccessful.

Scheme Meeting means the meeting of Watpac Shareholders which was convened on 7 June 2018 to vote on the
Scheme.

SRN means a Security holder Reference Number, which is the number which starts with an “I", allocated by
Watpac to identify a Watpac Sharehoider with an Issuer Sponsored Holding, and has the same meaning as in the
ASX Settlement Operating Rules.

Subsidiary means a subsidiary as that term is defined in the Corporations Act.

Superior Proposal has the meaning given in the Bid implementation Agreement,

Target's Statement means the target's statement issued by Watpac in relation to the Offer and includes any
supplementary target's statement.

VWAP means the volume weighted average price for Watpac Shares traded on the ASX over a specified period.
Watpac means Watpac Limited (ABN 98 010 562 562), a company incorporated in Australia.
Watpac Board means the Board of directors of Watpac.
Watpac Group means Watpac and each of its Subsidiaries.
Watpac Shares means fully paid ordinary shares in the capital of Watpac.
Watpac Shareholders means holders of Watpac Shares.
Watpac Subsidiary means a Subsidiary of Watpac.
9.2 REFERENCES TO CERTAIN GENERAL TERMS
Unless the contrary intention appears, a reference in this Bidder's Statement fo:

(a) (variations or replacement) a document includes any variation or replacement of it;
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(b) (sections, ciauses, paragraphs, appendices and annexures) a section, clause, paragraph, appendix
or annexure is a reference {o a section, clause, paragraph, appendix or annexure to this Bidder's
Statement or any appendix to this Bidder's Statement;

{c) (reference to statutes) a statute, ordinance, code or other law includes regulations and other
instruments under it and consolidations, amendments, re-enactments or replacements of any of them;

{d) {law} law means common law, principles of equity, and laws made by parliament {and laws made by
parliament include State, Temritory and Commonweaith laws and regulations and other instruments
under them, and consolidations, amendments, re-enactments or replacements of any of them);

(e} {singular includes plural) the singular includes the plural and vice versa;

N (person) the word “person” includes an individual, a firm, a body corporate, a partnership, a joint
venture, an unincorporated body or association, or any Regulatory Autheority;

{9 {executors, administrators, successors} a particular person includes a reference to the person's
executors, administrators, successors, substitutes (including persons taking by novation) and permitted
assigns;

) (reference to a group of persons) a group of persons or things is a reference to any two or more of
thern jointly and to each of them individually,

(i) (doltars) Australian dollars, dollars, AUD, A$ or § is a reference lo the lawful currency of Australia;

() (calculation of time) a period of time dating from a given day or the day of an act or event, is to be

calculated exclusive of that day,

k) (reference to a day) 2 day is to be interpreted as the period of time commencing at midnight and ending
24 hours fater;

] (accounting terms) an accounting term is a reference to that term as itis used in accounting standards
under the Corporations Act, or, if not inconsistent with those standards, in accounting principles and
practices generally accepted in Australia;

(m) (meaning not limited) the words "include”, “including”, for example” or “such as” when introducing an
example, are not to be read as words of fimitation;

{n) (time of day) time is a reference to Brisbane Time; and
{0) (headings} headings are for convenience only and do not affect interpretation.
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10 APPROVAL OF BIDDER’S STATEMENT

The copy of this Bidder's Statement that is to be lodged with ASIC has been approved by a resolution passed by
the Directors of BESIX on 28 October 2018.

Signed in accordance with section 351 of the Corporations Act.

.. NsmeRﬂWandenbe:ghe
.- . Title: Managing Director - CEO
S BES!XGroupSA
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Appendix 1 - Offer Terms

1 OFFER

BESIX offers to acquire all of your Watpac Shares, together with alf Rights attaching o them, on the following
terms.

This Offer relates to Watpac Shares that exist or will exist as at the Register Date and extends to any Watpac
Shares that are issued between that date and the end of the Offer Period as a result of the vesting of any
Performance Rights.

You may only accept this Offer for all of your Watpac Shares.

By accepting this Offer, you undertake 1o transfer to BESIX not only the Walpac Shares to which this Offer relates
but also all Rights attached to those Watpac Shares {see clauses 5.4 and 5.5).

2 CONSIDERATION
The consideration offered to Watpac Shareholders is $0.92 cash for each Walpae Share (Cash Consideration).
3 OFFER PERIOD

This Offer will, unless withdrawn, remain open for acceptance during the period commencing on the date of this
Offer, being 1 November 2018, and ending at 6.00 pm (Brisbane Time) on:

(@ 3 December 2018, or

(b} any date to which the period of this Cffer is extended in accordance with the Corporations Act,
whichever is the later.

{f, within the last 7 days of the Offer Period, either of the following events occur:

(a} the Offer is varied to improve the consideration offered; or

(b) BESHX's voting power in Watpac increases to more than 50%,

then the Offer Period will be automatically extended so that i ends 14 days after the relevant event in accordance
with section 624(2) of the Corporations Act.

4 HOW TO ACCEPT THIS OFFER

41 ACCEPTANCES
Acceptances must be received in the manner specified below prior to the close of the Offer Period at 6.00 pm
(Brisbane Time) on 3 December 2018, unless extended and in the case of any acceptance in respect of a CHESS
Holding, lodged at or sent to the address as indicated under clause 4.3(e) before 6.00 pm (Brisbane Time) on the
second last business day of the Offer Period in accordance with clause 4.3(e).

4.2 ALL OF YOUR HOLDING

The Offer is for all of your Watpac Shares.
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43 ACCEPTANCE PROCEDURE FOR WATPAC SHAREHOLDERS

How you accept this Offer depends on whether your Watpac Shares are held in a CHESS Holding or an Issuer
Sponsored Holding {the Acceptance Form outlines which type of holding you have);

{a) i you hold your Watpac Shares in a CHESS Holding {your HIN starts with an “X") you must comply
with the ASX Settlement Operating Rules.

If you hotd your Watpac Shares in 2 CHESS Holding, to accept this Offer you must either:

{ instruct your Controlling Participant {usuafly your broker) to initiate acceptance of this Offer on
your behalf in accordance with Rule 14.14 of the ASX Settiement Operating Rules in sufficient
time for this Offer to be accepted before the end of the Offer Period; or

{ii} complete and sign your personalised Acceptance Form and send the completed Acceplance
Form (together with all other documents required by the instructions on the form) directly to
your Controlling Participant (usually your broker) in sufficient time for this Offer to be accepted
before the end of the Offer Period with instructions to initiate acceptance of this Offer on your
behalf in accordance with Rule 14.14 of the ASX Settiement Operating Rules before the end
of the Offer Period; or

{iii) complete and sign your personalised Acceptance Form and lodge it by returning it o the
address as indicated under clause 4.3(e} so that your acceptance is received before 6.00 pm
(Brishane Time) on the second last business day of the Offer Period. This wili authorise
BESIX to request your Controlting Participant (usually your broker) to initiate acceptance of
this Offer on your behalf.

(b} If you hold your Watpac Shares in an Issuer Sponsored Holding (your SRN starts with an “1")
H your Watpac Shares are in an Issuer Sponsored Holding, to accept this Offer you must complete and
sign your personalised Acceptance Form in accordance with the instructions on it and lodge it by
returning it (together with all other documents required by the instructions on the Acceptance Form) fo
the address indicated under clause 4.3(e) so that your acceptance is received before the end of the
Offer Period.

{c) if some of your Watpac Shares are held in a number of forms

If some of your Watpac Shares are in different holdings your acceptance of this Offer may require action
under clauses 4.3(a) and 4.3(b) in refation to the separate portions of your Watpac Shares.

{d) i you are a Broker or a Participant, to accept this Offer you must initiate acceptance in accordance
with the requirements of the ASX Settiement Operaling Rules before the end of the Offer Period.

(e) Postal address
Completed Acceptance Forms should be sent to:
Watpac Offer
c/- Computershare Investor Services Pty Limited
GPO Box 52
Melbcurne VIC 3001

A reply paid envelope (not able to be used by Watpac Shareholders outside Australia) is enclosed for
your convenience,

The transmission of the Acceptance Form and other docurnents is at your own fisk.
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f Acceptance Form
The Acceptance Form which accompanies this Offer forms part of it. Subject to clause 4.5, the
requirements on the Acceptance Form must be observed in accepting this Offer in respect of your
Watpac Shares.

{9 Beneficial owners

Beneficial owners whose Watpac Shares are registered in the name of a Broker, investment dealer,
bank, trust company or other nominee should contact that nominee for assistance in accepting this Offer.

44 POWER OF ATTORNEY, DECEASED ESTATE

When accepting this Offer, you should also forward for inspection:

{a) if the Acceptance Form is executed by an attorney, a certified copy of the power of attorney; and

{b) if the Acceptance Form is executed by the executor of a will or the administrator of the estate of a
deceased Watpac Shareholder, a certified copy of the relevant grant of probate or letters of
administration.

4.5 WHEN ACCEPTANCE IS COMPLETE

Acceptance of this Offer will not be complete unlil the completed Acceptance Form has been received at the
address set out in clause 4.3(e) and the requirements of this clause 4 have otherwise been met, provided that:

{a) BESIX may in its sole discretion and without notice to you waive any or all of those requirements at any
time (including but not imited to requirements in relation to the manner or method of acceptance, or the
deadline for receipt of acceptances specified under clause 4.3); and

{b) where such requirements have been complied with in respect of some but not all of your Watpac Shares,
BESIX may, in its sole discretion, deem your acceptance of this Offer complete in respect of those
Watpac Shares for which the requirements have been complied with but not in respect of the remainder
(untess BESIX waives those requirements in accordance with clause 4.5(a)).

Where BESIX elects to waive any requirement of this clause 4, your acceptance of this Ofier will be complete
regardless of any failure by you to comply with the waived requirement,

5 PAYMENT FOR YOUR WATPAC SHARES
5.1 HOW PAYMENT FOR YOUR WATPAC SHARES WILL BE MADE

{a) Cash Consideration: payment of the cash amount to which you are entitied under the Offer will be
made by cheque (or otherwise as determined by BESIX) in Australian currency.

) Address; anything fe be dispatched to you under this clause 5.1 will be sent to you at your own risk by
pre-paid ordinary mail or, in the case of addresses outside Australia, by pre-paid airmail, fo your address
as shown on the register of Watpac (or such other address as you may notify in writing to BESIX).

{c) Joint holdings: if your Watpac Shares are held in a joint name, the cheque will be issued in the name of
the joint holders and forwarded to the address that appears first in the register of Watpac.

5.2 WHEN CASH CONSIDERATION IS PROVIDED
Subject to clause 5.3 and the Corporations Aci, if you accept the Offer, BESIX will provide the Cash Consideration

to which you are enfiled on acceptance of this Offer within ten Business Days after receipt of your vaiid
acceplance.
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53 WHERE ADDITIONAL DOCUMENTS ARE REQUIRED

Where the Acceptance Form or any subsequent request from BESIX requires additional documents fo be given
with your accepfance (such as a certified copy of any of a power of attorney, grant of probate or lefters of
administration, or any other document reasonably requested by BES!X to give better effect to your acceptance):

(a) if the documents are given with your acceptance, BESIX will provide the Cash Consideration in
accordance with clauses 5.1and 5.2; or

{b) if the documents are given after the end of the Offer Period, BESIX will pay you the Cash Consideration
within ten Business Days after those documents are given in accordance with clauses 5.1,

if you do not provide BESIX with the required additional documents within one month after the end of the Offer
Period, BESIX may, in its sole discretion, rescind the contract resulting from your acceptance of this Offer.

5.4 WHERE BESIX IS ENTITLED TO ANY RIGHTS

if BESIX becomes enfitled to any Rights as a result of your acceptance of this Offer, it may require you to give
BESIX all documents necessary to vest those Rights in BESIX or otherwise to give BESIX the benefit or value of
those Rights. If you do not give those documents to BESIX, or if you have received the benefit of those Rights,
then BESIX may deduct from the consideration otherwise due to you the amount {or value, as reasonably
assessed by BESIX) of those Rights in accordance with clause 5.5.

9.5 RIGHTS GENERALLY

if:

(a) you have (or any previous holder of your Watpac Shares has} received the benefit of any Rights
{whether in respect of non-cash benefits or otherwise); or

(b} you are (or any previous holder of your Watpac Shares is) entitled to receive the benefit of any Rights
under the terms that provide for or otherwise apply to those Rights (for example, if the Right is to receive
a dividend, if you are (or any previous holder of your Watpac Shares is) the registered holder of the
share at the specified time for determining those entitied to the dividend); or

{c) your Watpac Shares were issued {or otherwise came into existence) on or after the specified time for

determining entitlements in respect of any Rights to Watpac Sharsholders,

then BESIX may deduct the value (as reasonably assessed by BESIX) of such Rights from any Cash
Consideration otherwise payable fo you.

i BESIX does not, or cannot, make such a deduction, you must pay such value or amount to BESIX.

6 NO CONDITIONS
Offer is not subject to any conditions.

7 EFFECT OF ACCEPTANCE

71 NO REVOCATION OF ACCEPTANCE
Once you have accepted this Offer, you will be unable to revoke your acceplance and the contract resulting from
your acceptance will be binding on you. In addifion, you will be unable to withdraw your acceptance of this Offer or
otherwise dispose of your Watpac Shares. : '

1.2 YOUR AGREEMENT

By signing and retuming the Acceptance Form, or otherwise accepting this Offer, you wili be deemed to have:
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(a) irrevocably authorised BESIX to alter the Acceptance Form on your behalf by:

{i inserting correct detalls of your Watpac Shares (including details of a parcel of Watpac Shares
required by clause 10.4(b});

(i) filling in any blanks rematning on the Acceptance Form; and
{iii) rectifying any errors in, and omissions from, the Acceptance Form,
as may be necessary {0 make the Acceptance Form a valid acceptance of this Offer and to enable
registration of the transfer of your Watpac Shares to BESIX, and agreed to provide any document
reasonably requested by BESIX to make the Acceptance Form a valid acceptance of this Offer or to
otherwise give better effect to your acceptance; and

{b) if any of your Watpac Shares are in a CHESS Holding, irrevocably authorised BESIX to:

] instruct your Controlling Participant to initiate acceptance of this Offer in respect of all such
Watpac Shares in accordance with the ASX Settlement Cperating Rules; and

(i) give any other instructions in relation to those Waipac Shares to your Controlling Participant
on your behalf under the sponsorship agreement between you and the Controliing Participant;
and

(¢} agreed to indemnify BESIX in respect of any claim or action against it or any loss, damage or liability

whatsoever incurred by it as a result of you not producing your HIN or SRN or in consequence of the
transfer of your Watpac Shares to BESIX being registered by Watpac without production of your HIN or
SRN; and

{d) irrevocably accepted this Offer in respect of al your Watpac Shares despite any difference between that
number and the number of Watpac Shares shown on the Acceptance Form; and

{e) agreed to the terms of this Offer and, agreed to fransfer {or consented fo the transfer in accordance with
the ASX Settiement Operating Rules) to BESIX of your Waipac Shares, and

{f) represented and warranted to BESIX, as a fundamental condition which goes fo the root of the contract
resulting from your acceptance of this Offer, that at the time of acceptance and at the time of transfer of
your Watpac Shares lo BESIX;

{i) you have paid to Watpac all amounts which are due for payment in respect of your Watpac
Shares; and
{ii) all of your Watpac Shares are fully paid and free from all Encumbrances and restrictions on

transfer of any nature; and
i) you have full power and capacity to sell and transfer those Watpac Shares; and

(o)) irrevocably appointed BESIX and each of its directors from time to time individually as your agent and
attorney on your behalf to:

{i) attend and vote in respect of your Watpac Shares at all general meetings of Watpac;

{ii) receive from Watpac or any other party, and refain, any share certificates which were held by
Watpac, or any other party, whether pursuant to the terms of any employee incentive scheme
{including, without limitation, any employee share scheme) or otherwise; and

{iii} sign all documents (including an instrument appointing one of BESIX's directors as a proxy in
respect of any or all of your Watpac Shares and any application to Walpac for 2 replacement
certificate in respect of any share certificate which has been lost or destroyed} and resolutions
relating to your Watpac Shares, and generally to exercise all powers and rights which you may
have as a Watpac Shareholder and perform such actions as may be appropriate in order to
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vest good fitle in your Watpac Shares in BESIX, and to have agreed that, in exercising such
powers, any such director is entitled to act in BESIX's interests as the beneficial owner and
intended registered holder of your Watpac Shares; and

(h) agreed not to vote in person at any general meeting of Watpac or to exercise (or purport to exercise) in
person, by proxy or otherwise, any of the powers conferred on the BESIX or a BESIX director by clause
7.2(g); and

(i} imevacably authorised and directed BESIX fo direct Watpac to pay to BESIX, or to account to BESIX for,

all Rights in respect of your Watpac Shares, subject to BESIX accounting to you for any such Rights
received by BESIX if this Offer is withdrawn or any coniract resuiting from your acceptance to this Offer
is rescinded or rendered void; and

(i) irmevocably authorised BESIX to notify Watpac on your behalf that your place of address for the
purposes of serving notices upon you in respect of your Watpac Shares is the address specified by
BESIX in the nctification; and

(k) where, at thal time, you have a right to be registered as a holder of the Watpac Shares the subject of
your acceptance as the result of an on-market purchase (but are not a Waltpac Shareholder):

1] agreed o use best endeavours to procure the dedivery of the Watpac Shares the subject of
your acceptance to BESIX in accordance with your acceptance (including giving BESIX all
documents necessary to vest those Watpac Shares in BESIX or otherwise to give BESIX the
benefit or value of those Watpac Shares);

(i) agreed not do or omit to do anything which may frustrate your acceptance of this Offer, or
otherwise obstruct registration of the transfer of the Watpac Shares the subject of your
acceptance o BESIX;

(iii) irevocably assigned to BESIX all contractual rights and recourse against the vendor in

respect of your on-market purchase which contractual rights and recourse may arise by
reason of that person's failure to complete that trade;

(iv} agreed fo assign to BESIX (without any further action being required) all rights in respect of
your on-market purchase immediately on any failure by you to complete that irade, including
irevocably assigning to BESIX the right to (at BESIX's ultimate discretion) complete that trade
on your behalf, and agreed that BESIX may deduct from the consideration otherwise payable
to you (pursuant to a valid acceptance of this Offer and the defivery of the Watpac Shares the
subject of that acceptance) any amount paid by BESIX in order to seftle that on-market
purchase on your behalf. If BESIX does not, or cannot, make such a deduction, you must pay
such amount to BESIX; and

0] agreed that if you are unable to assign to BESIX any of the rights and recourse specified
under clause 7.2(k)(iii) and (iv), you will assign such rights and recourse as s00n as you are
legally able to; and

{H authorised BESIX to cause a message to be transmitted fo ASX Setflement in accordance with Rule
14.17.1 of the ASX Settlement Operating Rules so as to transfer all of your Watpac Shares to BESIX's
Takeover Transferee Holding. BESIX will be so authorised even though at the time of such transfer it
has not previded the Cash Consideration due to you under this Offer.

By accepting this Offer you will be deemed to have agreed to the matters set out in clauses 7.2(a) to 7.2(1) above,
notwithstanding where this Offer has been caused to be accepied in accordance with the ASX Setflement
Operating Rules,

Except in relation to Watpac Shares in a CHESS Holding, BESIX may at any time deem the receipt of a signed
Acceptance Form to be a valid acceptance of this Offer even though you omit to include your share certificate(s} (if
any) or there is non-compliance with any one or more of the other requirements for acceptance but, if BESIX does
so0, BESIX is not obliged to make the Cash Consideration available to you until all of the requirements for
acceptance have been met.
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8 WITHDRAWAL

BESIX may withdraw unaccepted Offers at any time with the written consent of ASIC and subject to the conditions
(if any) specified in such consent.

9 VARIATION
BESIX may vary this Offer in accordance with the Corporations Act.
10 ACCEPTANCES BY TRANSFEREES AND NOMINEES
10.1 WHO MAY ACCEPT THIS OFFER
During the Offer Period:
{a) any person who is able to give good title to a parce! of your Watpac Shares may accept this Gffer (if they
have not already accepted an offer in the form of this Offer) as if an offer on terms identical with this

Offer has been made to them; and

b) any person who holds one or more parcels of Watpac Shares as frustee, nominee, or otherwise on
account of ancther person, may accept as if a separate and distinct offer had been made in relation to:

{i) each of those parcels; and
{ii) any parcel they hold in their own right,
10.2 HOLDING SHARES

{a) A person is taken to hold Watpac Shares if the person is, or has a right to be registered as, the holder of
those Watpac Shares.

(b} A person who has a right fo be registered as a holder of Watpac Shares may accept this Offer by
completing and signing the Acceptance Form in accordance with the instructions on it and lodging it by
returning it (togather with all other documents required by the instructions on the Acceptance Form) to
the address indicated under clause 4.3{e) so that the acceptance is received before the end of the Offer
Period.

103 HOLDING SHARES ON TRUST OR AS A NOMINEE

A person is taken fo hold Watpac Shares on {rust for, as nominge far, or on account of, another person if they:

(a) are entitled to be registered as the holder of particufar Watpae Shares; and

(b) hold their interest in the Watpac Shares on trust for, as nominee for, or on account of, that other person,

10.4 EFFECTIVE ACCEFTANCE

An acceptance of an offer under clause 10.1(b) is ineffective unless;

{a) the person who holds on account of another person, gives BESIX a notice stating that the Watpac
Shares consist of a separate parcel; and

{b) the acceptance specifies the distinet number of Watpac Shares in that parcel.
Referencas in this Offer to your Watpac Shares will be freated o relate to that separate distinct parcel.
10.5 NOTICE OF ACCEPTANCE

A notice under clause 10.4(a) of these terms must be made;
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1"

11.1

1.2

113

114

1.5

(@ if it relates to Watpac Shares entered on a CHESS subregister - in an electronic form approved by the
ASX Settlement Operating Rules; or

(b) otherwise - in writing.

A person may, at the one time, accept for two or more parcels under this clause as n‘ there had been a srngle offer
for a separate parcel consisting of those parcels. :

OTHER MATTERS
NOTICES AND OTHER COMMUNICATIONS

Subject to the Corporations Act, a notice or other communication given by BESIX to you in connection with this
Qffer shall be deemed to be duly given if it is in wrifing and:

(a) is delivered at your address as recorded on the register of members of Watpac or the address shown in
the Acceptance Form; or

{b}) is sent by pre-paid ordinary mail, or in the case of an address outsrde Austraira by pre-paid arrmari to
you at either of those addresses. :

RETURN OF DOCUMENTS

If: |

{a) this Offer is withdrawn after your Acceptance Form has been sent fo BESIX, but before it has been
received; or

{b) _for etxny other reason BESIX does not acquire the Watpac Shares to which your Acceptance Form
relales,

you may request BESIX by notice in writing to return to you all documents (other than the Acceptance Forms) to
such address as you nominate. Where such address is inside Australia, those documents will be sent to you by
pre-paid ordinary mail. Where such address is outside Australia, those documents will be sent to you by pre-paid
airmail. BESIX intends to destroy the Acceptance Forms in the above circumstances.

COSTS AND EXPENSES

All costs and expenses of the preparation, despatch and circulation of the Bidder's Statement and this Offer and all
stamp duty payable i in respect ofa transfer of Watpac Shares in respect of which Offers are accepted will be paid
by BESIX. ‘

FOREIGN LAWS

This Offer is not registered in any jurisdiction outside Australia (unless an applicable foreign law treals it as
registered as a result of the Bidder's Statement being lodged with ASIC). It is your sole responsibility to satisfy
yoursef that you are permitted by any foreign faw appiica_ble to you to accept t_his Offer.

GOVERNING LAW | | o

This Offer and any contract resulting from acceptance of itis gov_er_ned by the law in force in _Queerrsland.
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Appendix 2 - Treatment of Performance Rights

in this Appendix, the following terms are given the following meaning:

Watpac Change of Control means when BESIX acquires a relevant interest in more than 50% of the Walpac
Shares on issue.

2016 Performance Rights means the Performance Rights issued by Watpac on 25 August 2016 and 28
October 2016.

2017 Performance Rights means the Performance Rights issued by Watpac on 20 September 2017 and 23
October 2017,

2018 Performance Rights means the Performance Rights issued by Watpac on 17 September 2018 and 25
September 2018, and the 450,000 Performance Rights that may be issued by Watpac after the receipt of
shareholder approval at the Annual General Meeting.

1 2016 Performance Rights
in the event of a Watpac Change of Conirol:
{c) 50% of both the EPS tranche and TSR franche of the 2016 Performance Rights will vest; and
(d} the remaining half of the 2016 Performance Rights will be cancetled by Watpac.

2 2017 Performance Rights

In the event of a Watpac Change of Control, and subject to clause 6.1(d} of the Bid Implementation
Agreement:

(a) 50% of both the EPS tranche and the TSR tranche of the 2017 Performance Rights will vest during
the Offer Period (and in any event, as soon as possible after a Watpac Change of Control, such that
vesting occurs prior to the end of the Offer Period).

(b} The vesting conditions of the remaining 50% of the 2017 Performance Rights will be amended as
follows:
{i} half of the remaining 2017 Performance Rights (comprising 25% of the total 2017

Parformance Rights on issue) will vest if the Watpac FY19 budgeted net profit result
approved by the Watpac Board is achieved by Watpac. if the Watpac FY19 budgeted net
profit result approved by the Watpac Board is not achieved by Watpac, then these
Performance Rights will lapse; and

{ii}) the remaining half of the 2017 Performance Rights (comprising 25% of the total 2017

Performance Rights on issue) will vest if the Walpac FY20 budgeted net profit result which
is approved by the Watpac Board is achieved by Watpac. !f the Watpac FY20 budgeted
net profit result which is approved by the Watpac Board is not achieved by Watpac, then
these Performance Rights will lapse.

The terms of the 2017 Performance Rights will otherwise remain the same.

3 2018 Performance Rights
in the event of a Watpac Change of Control, the 2018 Performance Rights will be cancelied by Watpac and the

parties will use reasonable endeavours to replace the 2018 Performance Rights with a new employee retention
and incentive structure in accordance with clause 6.1(b} of the Bid Implementation Agreement.
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From:King and Wood Mallesons

_ally WATPAG

TARGET'S STATEMENT

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION
If you are in any doubt as to how to deal with this document, you should consult your legal,
financial or other professional adviser as soon as possible

This Target's Statement has been issued by Watpac Limited ABN 98 010 562 562 in
response to the off-market takeover bid made by BESIX Group SA for all of your
shares in Watpac Limited

Your Independent Directors recommend that you

ACCEPT

the unconditional cash Offer from BESIX Group SA in the absence of a Superior Proposal

The Independent Expert's Report states that the Offer is fair and reascnable.

Legal Adviser Fiancial Adviser

wov i (’
N\ LUMINIS PARTNERS

HY ARFILATION WITH ENFRODAT

—
i

ol e ':ﬂm S
’////I\ﬁx FREEHILLS

Walpac — largels Sialement

STRICTLY PRIVATE AND CONFIDENTIAL




Key dates -

" Date of Off_er. e

1November 2018 -

Date of this Target's Statement

BT dcteber 2018 -

rrL/PS0°'}Ad SOL#H

Close of Offer Period {uniese' extended or witttdrawn)

Im'portant‘notices*
Nature of th:s document

'Thss document §a target 3 statement (Target’

Statement) issued by Watpac Limited (ABN 98 010'

562 562) (Watpac) under Part 6.5 Division 3 of the
Corporations Act in response to the unconditional -

off-market takeover bid (Offer) made by BESIX -

Group SA (BESIX), pursuant to the bidder's
stafement attached fo this Target's Statement
{Bidder's Statement) which was served on Watpac
on 29 October 2018, for alf of the ordrnary shares in
Watpac.

You shOuId read this Target's Statemeht in its
entirety. S

' Defined terms

A number of defined terms are used in this Target's

Statement.  Triese terms are explained in the

glossary in section 12 of this Target's Statement. |

In addition, Unless the contrary intention appears or -

the context requires otherwise, words and phrases
used in the Corporations Act have the same -

Act
No account of persehel'cifcumst‘ance_s' B

This Target's Statement does not take into account
the individual investment objectives, financial or tax
situation or particular needs of each Watpac
Shareholder. It does not contain personal advice. it
is important that you read this Target's Statement in
its entirety before making any investment decision
and any decision relating to the Offer, Your
Directors encourage you to seek indéependent
financial and taxation advice before making a -

‘Farget’s Statemant

L8l BLOES/LL/LO

meaning and mierpretahon as in the Corporations E

29592100100 L

6 00 pm (anbane Tlme) on 3 December _ '
2018 : :

decision whether or not to accept the Offer for your

Watpac Shares.

. AS.'C and ASX dascla:mer

A copy of thls Target 8 Statement has been Iodged
with ASIC and given to ASX on the date of this
Target's Statement. Neither ASIC nor ASX nor any
of their respective officers take any responsibility for
the content of this Target's Statement.

DJscIa:mer regarding forward iookmg
statements

This Target 5 Statement :nc!udmg the Independent
Expert's Report may contain forward looking
statements. You should be aware that such. -
statements are only predictions and are subjectto
inherent risks and uncertainties. Those risks and
uncertainties include factors and risks specific o
the industry in which Watpac operates as well as
general economic conditions, prevailing exchange
rates and interest rates and conditions in the
financial markets. Actual events or results may
differ materially from the events or results . -
expressed or implied in any forward looking
statement and such deviations are both normal and
to be expected. None of Watpac, any of its officers
and employees, or any person named in this
Target's Statement with their consent or any person
involved in the preparation of this Target's =
Statement makes any representation or warranty
(either express or implied) as to the accuracy or
likelihood of fulfilment of any forward looking
statement, or any events or results expressed or
implied in any forward looking statement, except to
the extent required by law. You are cautioned not to
place undue reliance on any forward looking
statement. The forward looking statements in this
Target's Statement reflect views held only as at the
date of this Target's Statement.
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O1/11/2018 18:41

Disclaimer as to information about BESIX

The information on BESIX and the BESIX Group
contained in this Target's Statement has been
prepared by Watpac using publicly available
information and the Bidder's Statement. The
information in the Target's Statement concerning
BESIX and BESIX Group and its assets and
liabilities, financial position and performance,
profits, losses and prospects, has not been
independently verified by Watpac. Accordingly,
Watpac does not, subject to the Corporations Act,
make any representation or warranty, express or
implied, as to the accuracy or completeness of such
information. S . '

Foreign jurisdictions

The release, publication or distribution of this
Target's Statement in jurisdictions other than
Australia may be restricied by law or regulation in
such other jurisdictions and persons who come into
possession of it should seek advice on and observe
any such restrictions. Any failure to comply with
such restrictions may constitute a violation of
applicable laws or regulations. This Target's
Statement has been prepared in accordance with
Australian law and the information contained in this
Target's Statement may not be the same as that
which would have been disclosed if this Targef's
Statement had been prepared in accordance with
laws and regulations cutside Australia.

Diagrams and rounding

Any diagrams, charts, maps, graphs and tables
appearing in this Target's Statement are illustrative
only and may not be drawn to scale. Unless stated
otherwise, all data contained in diagrams, charis,
maps, graphs and tables is based on information
available at the date of this Target's Statement. In
addition, any numerical information may not add up
due 1o rounding. - o

Privacy

Watpac has collected your information from the
Watpac register of Watpac Shareholders for the
purpose of providing you with this Target's
Statement. Such information may include your
name, contact details and shareholdings of Watpac
Shareholders. Without this information, Watpac

Target's Statement

would be hindered in its ability to issue this Target's
Statement. The Corporations Act requires the name
and address of sharehokiers to be held in a public
register. Personal information of the type described
above may be disclosed to Watpac, BESIX and
their external service providers (such as share
registries and printers), authorised securities
brokers, Related Bodies Corporate and affiliates of
Watpac and BESIX and may be required to be
disclosed to regulators, such as ASIC,

If you would like details of information about you
held by Watpac, please contact Computershare
Investor Services Pty Limited's Privacy Officer at
privacy@computershare.com.ay or see the Privacy
Policy at hitp://www compulershare.com/au.

Watpac's privacy policy is available at
www.watgac.com.aq/grivacy—g_g ligyl.

The registered address of BESIX is Avenue des

‘Communautés 100, B-1200 Brussels, Belgium.

Watpac website

The contents of Watpac's website does not form
part of this Target's Statement and Watpac
S_h_areholders should not rely on that content.

5 'Watpac Shareholdgr Information Line

Watpac has established a Shareholder Information

o Line which Watpac Shareholders may call if they

have any queries in relation fo the Offer. The
telephone number for the Shareholder Information
Ling is: - '
1300 217 429 (within Australia)

+61 28022 7919 (outside Australia)

which is available Monday to Friday between

.8.30am and 5.0Cpm (Brisbane Time).

| Calls to the Shareholder Information l_.ine may be

recorded.

Further information relating to the Offer can be

obtained from Watpac's website at
www. watpac.com.ay.
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i WATPAC

Watpar limited
AN 98 010 562 562

1eve} 1, 12 Commerdial Road
Newstead QLD 4006

CHAIRMAN'S LETTER £ Box 2053

Toritude Valtey QLD 4006
Phonp: 07 32516300

29 October 2018 fae 073051430

Websile: wwwwalpac.com.au

Dear fellow Watpac Sharehalder

On behalf of Watpac, | am pleased fo provide you with this Target's Statement, which sets ouf Watpac's response to the
Bidder's Statement provided by its cornerstone shareholder BESIX Group SA (BESIX).

As set aut in the Bidder's Statement (aftached to this Target's Statement), BESIX Group SA is proposing to purchase all of
your Watpac Shares by way of an all-cash, unconditional off-market takeover bid for $0.92 per Watpac Share (the Offer).

Background

You will recall that on 25 February 2018, BESIX and Watpac entered into a Scheme Implementation Agreement pursuant to
which BESIX offered to acquire 50% of the Watpac Shares which BESIX did not already own pursuant to a scheme of
arrangement under Part 5.1 of the Corporations Act (Scheme).

On 7 June 2018, a meeting of Watpac Shareholders was convened to vote on the Scheme (Scheme Meeting). Although
the independent directors unanimously recommended the Scheme in the absence of a superior offer, the independent
expert who considered the Scheme concluded that it was in the best interests of Watpac Shareholders {in the absence of a
superior offer), and the Scheme was approved by almost 90% of Watpac Shareholders by number, the Scheme did not
mest the requisite approval of Watpac Shareholders by value. As a result, the Scheme did not proceed.

Feedback received from some Watpac Shareholders indicated that the proportional nature of the Scheme was an issue. To
address this feedback, BESIX has proposed this Offer to acquire 100% of the Watpac Shares it does not already own by
way of an unconditional of--market takeover bid for the same cash consideration as was offered under the Scheme {being
$0.92 per Watpac Share (Cash Consideration). From the date the Bidder's Statement is given to Watpac, BESIX also
intends to conduct on-market purchases of Watpac Shares and may do so from time to time in accordance with item 2 of
section 611 of the Corporations Act. BESIX has appointed Macquarie Securities to make such on-market purchases on its
behalf.

This Offer provides you with the opportunity to sell all of your Watpac Shares for the Cash Consideration. If you accept the
Offer, you will be paid the Cash Consideration ten Business Days after receipt of your valid acceptance.

The Independent Directors have considered the proposal and, as announced by Watpac and BESIX on 29 October 2018,
entered into a bid implementation agreement with BESIX in respect of the Offer (Bid Implementation Agreement).

independent Directors’ Recommendation

The Independent Directors have considered all available information and recommend that you AGCEPT the Offer in the
absence of a Superior Proposal. As at the date of this Target's Statement, no Superior Proposal has emerged.

The key reasons for the Independent Directors’ recommendation to ACCEPT the Offer include:

v The Offer price of $0.92 per Watpac Share represents an affractive cash price for your Watpac Shares.
v The Independent Expert has concluded that the Offer is fair and reasonable.

¥ The Offer price represents an attractive valuation for Watpac.

v The Offer represents a significant liquidity event allowing you to monetise your investment in Watpac.
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¥v" The Offer is unconditional.

A full discussion of the reasons for the Independent Directors” recommendation is set out section 1 of this Target's
Statement. '

Independent Expert's Report

This Target's Statement includes an Independent Expert's Report from Lonergan Edwards as Annexure B. The
Independent Expert has concluded that BESIX's Offer is fair and reasonable. The Independent Expert has assessed the
value of Watpac on a 100% controffing interest basis af between $0.81 and $0.95 per Watpac Share. The Cash
Consideration of $0.92 is within the upper end of this range. You should read the Independent Expert’'s Report in fult.
How to accept the Offer '

The Offer is open until 6.00 pm {Brisbane Time) on 3 December 2018 unless extended. To accept the Offer please follow
the instructions set out in the Bidder's Statement and on the Acceptance Form. .

Enquiries

I you have any enquiries in relation to this Target's Statement or your shareholding in Watpac, please do not hesitate to call
the Sharehoider Information Line on 1300 217 429 {within Auslraha) or+61280227919 (outsnde Australia) Monday to
Friday between 8.30am and 5.00pm (Brisbane Time).

Next steps

Please read this Targef's Statement (including the independent Expert Report) and the Bidder's Statement carefully, and in
their entirety, as these documents will assist you in making an informed decision on whether or not to accept BESIX's Offer.

| encourage you to seek advice from independent and appropriately licensed financial, legal, taxation and other professional
advisers before making your decision in relafion to your Watpac Shares.

On behalf of the Walpac Board, | reiterate cur support for the Offer, and encourage you to ACCEPT the Offer, in the
absence of a Superior Proposal. :

We will update you with any materia! developments in relation to the Offer.

| also take this opportunity to thank you for your continued support of Watpac,

Yours sincerely

o~

Peter Watson
Chairman
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1 REASONS TO ACCEPT THE OFFER

14 YOU WILL RECEIVE AN ATTRACTIVE PRICE FOR YOUR WATPAC SHARES WITH CERTAINTY OF
CONSIDERATION

Watpac Shareholders are being offered unconditional, all-cash consideration of $0.92 per Watpac Share under
the Offer,

The Offer provides Watpac Shareholders with the opportunity o sell their Watpac Shares for certain value. Your
Directors consider that Watpac aperates in dynamic and challenging markets, and its business naturally entails &
range of risks and uncerfainties. By accepting the Offer, Wafpac Shareholders will eliminate their expasure fo the
risks associated with an investment in Watpac, some of which are set out in section 8.9 of this Target's Statement.
These risks include, but are not limited to, share price volatility caused by general market conditions and Watpac's
operational performance,

The Cash Consideration of $0.92 for each Watpac Share under the Cffer represents a premium of;

. 40.5% over the last closing price of Watpac Shares on 26 QOctober 2018 {$0.66);

) 38.8% over the 1 month volume weighted average price (VIWAP) of Watpac Shares to 26 October 2018
{50.68);

. 30.5% over the VIWAP of Watpac Shares since the Scheme Meeting to vote on the Scheme held on 7
June 2018 of $0.71;

. 37.3% over the undisturbed price as at 23 February 20182 {as well as the 1 month VWAP to 23

February 2018); and
. 54.7% over adjusted nef tangible assets per Watpac Share of $0.59.14

1.2 REPRESENTS AN ATTRACTIVE VALUATION FOR WATPAC

The Offer represents an enterprise value for Watpac of $149 million.'® This valuation represents an enterprise
value / EY18A underlying EBITDA multiple of 21.9x which is high compared to historical engineering and
construction transactions for ASX-listed companies.

13 SIGNIFICANT LIQUIDITY EVENT FOR MONETISING YOUR INVESTMENT IN WATPAC

The Offer provides an opportunity for Watpac Shareholders to monetise their investment and be provided with
immediate liquidity whilst realising a significant premium on the recent Walpac Share price.,

in the twelve months preceding the Announcement Date, Watpac's total aggregate traded volume was
approximately 16.9% of the total Waipac Shares on issue, and the average daily traded volumes of Walpac
Shares was 118,565 per day. In the absence of the Offer, this general low level of liquidity of Watpac Shares
means it may be more difficult for Watpac Shareholders to sell their shareholding in a timely manner in the
ordinary course of trading on the ASX. Conversely, if you accept the Cffer, you will be provided with immediate
liquidity and will be paid the Cash Consideration ten Business Days after receipt of your valid acceptance.

14 NO COMPETING TRANSACTION HAS EMERGED AS AT THE DATE OF THIS TARGET'S STATEMENT

Since the announcement of the execution of the Scheme implementation Agreement in respect of the Scheme on
26 February 2018, and up to the date of this Target's Statement, no alternative proposals have emerged or are
currently under consideration by Watpac, and your Directors are not aware of any other likely Competing
Transaction which might be made. Your Directors are not aware of any possibility that a Superior Proposat will be
made in the foreseeable future, although the opportunity is available for an alternative offer {o be made.

" Being the last ciosing price of Watpac Shares on 23 Fehuary 2018 being the trading day prior to the anncuncement of the Scheme.

4 Adjusted net tangible assets per Watpac Share of $0.59 per Watpac Share is calculated based on $149.4 million reported net assefs as at 30 June 2018
less goodwill ($17.7 miltion} and deferred tax assets ($13.7 million), divided by the number of Watpac Shares on issue of 183.4 mifion.

18 Calcutated as 1834 million Watpac Shares on issue multiptied by the Offer price of $0.92 less excess tash of $20 million as set out in the Independent
Expert's Report annexed to the Target's Statement as Annexure B.
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1.5 THE OFFER IS UNCONDITIONAL

The Offer is unconditional and will provide Watpac Shareholders with timely receipt of the Cash Consideration
within ten Business Days of BESIX receiving a validly completed Acceptance Form and any additional documents
required fo enable BESIX to become the holder of the relevant Watpac Shares.

Details on how to accept the Offer for all of your Watpac Shares are sef out in Appendix 1 of the Bidder’s
Statement and the Acceptance Form.

1.6 THE INDEPENDENT EXPERT HAS CONCGLUDED THAT THE OFFER IS FAIR AND REASONABLE
~ Lonergan Edwards was retained to provide to Watpac the Independent Expert's Report.

This Target’s Statement includes, in Annexure B, a full copy of the report by Lonergan Edwards (an independent
expert not associated with either Watpac or BESIX) stating whether, in its opinion, the Offer is fair and reasonable
and giving reasons for forming that opinion. .

The Independent Directors recommend that you read the reportin ft_JIi.
By way of summary, Lonergan Edwards has:

.« assessed the value of Watpac on a 100% controlimg interest baszs to be inthe range of $0.81 and
. $0.95 per Watpac Share; and :

. " concluded that the Offer is fair and reasonable.

In forming its opinion, the Independent Expert noted that: “the Offer consideration represents a significant premium
to the recent market prices of Watpac shares prior {o the announcement of the Offer; and in the absence of the
Offer, the price of Watpac shares is likely to trade at a significant discount to our valuation and the Offer
consideration due to the portfolio nature of individual shareholdings. Further, in our opnmon it is highiy unllkeiy that
a higher offer will be received from a third party prior fo the close of the Offer.” ‘ ‘

1.7 WATPAC'S SHARE PRICE MAY FALL AFTER THE OFFER LAPSES

The closing Watpac Share price on 26 October 2018, belng the last trading day pnor to the Announcement Date,
was $0.66. : S

H the Offer is not accepted by Watpac Shareholders, your entire holding of Watpac Shares will continue o be
subject to market volatility, including general stock market movements, the impact of general economic conditions
and demand for listed securities.

Given the nature of the markets in which it operates, Watpac faces ongoing risks to successfully achieving its
current sirategic objectives. As such, afthough it is difficult to predict with any degree of certainty, the IBC is of the
opinion that once the Offer has lapsed, the price at which Watpac Shares trade may fall, including to a prsce thatis
below the Cash Consideration of $0.92 per Watpac Share.

As a result, Watpac Shareholders who do not accept the Offer before it lapses may not have another opportunity
to sell their Watpac Shares for $0.92.

The Independent Expert is of the opinion that Watpac's share price will fall to a level below the Cash
Cansideration if BESIX's Offer is not accepted: "If the Offer is not accepted, we expect that, at least in the short
term, Watpac shares will trade at a significant discount to our valuation and the Offer consideration due to the
difference beiween lhe value of Watpac shares ona portiolio basis and their value ona 1% oontrollmg interest
basis,”
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2 REASONS WHY YCU MAY NOT ACCEPT THE OFFER

2.1 YOU MAY DISAGREE WITH YOUR INDEPENDENT DIRECTORS’ RECOMMENDATION CR THE
CONCLUSION OF THE INDEPENDENT EXPERT

Notwithstanding the recommendation of the Independent Directors in the absence of a Superior Proposal and the
Independent Expert's opinion that the Offer is fair and reasonable, you may disagree.

22 YOU MAY WISH TO CONTINUE BEING A WATPAC SHAREHOLDER WITH EXPOSURE TO ANY POTENTIAL
UPSIDE TO THE WATPAC SHARE PRICE

You may believe that the future prospects of Watpac exceed the value of the Offer, and that you are comfortable
remaining fully invested in Watpac notwithstanding the advica of your Indapendant Diractors and the Independent
Expert,

You may also wish fo maintain your current investment expasure in Watpac in relation to the specific
characteristics of Watpac - in terms of the industry, operational profile, size, capital structure and potential
dividend stream.

Further, if you accept the Offer, you will lose your right to sell your Watpac Shares on market, accept a Competing
Transaction or otherwise deal with your Watpac Shares. You will no longer have any exposure to any potential
upside in the performance of Watpac and the price of Watpac Shares.

23 YOU MAY CONSIDER THAT THERE IS THE POTENTIAL FOR A COMPETING TRANSACTION TO BE MADE
IN THE FORESEEABLE FUTURE

You may consider that there is a possibility that a Competing Transaction could emerge in the foreseeable future.
However, BESIX's support would be required for a Competing Transaction to be successful (given its 28.1%
shareholding), and since the announcement of the Scheme to the ASX by Watpac on 26 February 2018 and up to
the date of this Target's Statement, no Competing Transaction has emerged for Watpac's consideration,

As set out in section 8.1 of the Bidder's Statement, under the Bid implementation Agreement, Watpac is bound by
customary exclusivity cbligations, including in relation to alternative proposals.

24 THE TAXATION CONSEQUENCES OF ACCEPTING THE OFFER MAY NOT BE FAVOURABLE GIVEN YOUR
FINANCIAL POSITION

Acceptance of the Offer may result in taxation consequences for Watpac Shareholders (potentially including
capital gains tax for Watpac Shareholders), which will arise earlier than may otherwise have been the case. A
general outiine of the Australian taxation considerations of accepting the Offer are set out in the taxation report
included in section 7 of the Bidder's Statement.
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3 INDEPENDENT DIRECTCRS’ RECOMMENDATION
3.1 DIRECTORS OF WATPAC
The Directors of Watpac as at the date of this Target's Statement are;

Name Positioq |

Peter Watson® Chair, Non-Executive Director

Garret Dixon® | NonaExecqtive Director

Linda Evans* Non-Executive Director

Carlo Schreurs Non-Executive Direclor

Rik Vandenberghe Non-Executive Director

Lohan Beerlandt Alternate Non-Executive Director {for Carlo Schreurs)
Geert Aelbrecht Alternate Non-Executive Director {for Rik Vandenberghe)
Martin Monro Managing Director

*Member of the IBC and an independent Director

3.2 RECOMMENDATION OF THE INDEPENDENT DIRECTORS AND INTENTIONS

Your Independent Directors unanimously recommend that you ACCEPT the Offer in the absence of a
Superior Proposal.

In assessing the Offer and reaching this conclusion, your Independent Directors have had regard to a number of
considerations, including the information set out in the Bidder's Statement and the Independent Expert’s Report,
Watpac's trading prospects, including initiatives the Board and Management team aim to deliver, as well as the
inherent uncertainties and ongoing risks given the nature of all markets in which Watpac operates.

Based on this assessment and for the reasons set out in this Target's Statement (in particular those set out in
section 1), the Independent Directors believe that the Cash Consideration offered by BESIX of $0.92 per Watpac
Share represents fair value for your Watpac Shares and a significant premium 1o Watpac's market value prior {o
the announcement of the Offer, providing you with certain cash value for your Watpac Shares which will de-risk
your investment in Watpac.

Those Independent Directors who have a relevant interest in Watpac Shares presently intend to accept the Offer
in respect of those Watpac Shares in the absence of a Superior Proposal. Your independent Directors confirm
that no Superior Proposal has been received as at the date of this Target's Statement.

Those Independent Directors (and their associates) coliectively hold 0.12% of the Watpac Shares, being 218,720
Watpac Shares of a total issued capital of 183,386,244 Watpac Shares {see section 10.1 of this Target s
Statement for more information on the respective sharehoidings of the Independent Directors).

In considering whether to accept the Offer, your Independent Direclors encourage you to:
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. read the whole of this Target's Statement {including the Independent Expert's Report) and the Bidder's

Statement;
. have regard 1o your individual risk profile, portfolio strategy, tax position and financial circumstances;
. consider the altematives noted in section 6.3 of this Target's Statement; and
. obtain financial advice from your broker or financial adviser upon the Offer and obtain taxation advice on

the effect of accepting the Offer.
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4 FREQUENTLY ASKED QUESTIONS

- THIS SECTION ANSWERS SOME COMMONLY ASKED QUESTIONS ABOUT THE OFFER. [T IS NOT
INTENDED TCO ADDRESS At RELEVANT ISSUES FOR WATPAC SHAREHOLDERS, THIS SECTION
SHOULD BE READ TOGETHER WITH ALL OTHER PARTS OF THIS TARGET'S STATEMENT.

Question

2. What is this Target's Statement and This Target's Statement is Watpac’s formal response to the
why have | recelved rt? S - Offer and the Bidder's Statement. You have received this
: Target's Statement because you are a Watpac Shareholder.

This Target's Statement includes the recommendation of the
- Independent Directors to ACCEPY the Offer in the absence of a
Superior Proposal.

4. Whatis BESIX oﬁering for my Watpac - ‘BESIX s offering $0. 92 in cash for each Watpac Share you
Shares? hold, -

;‘ NB.'The Offer is an a.tl-cas.h, unoohditionaf off-market offer.

| 6. 1s a".hé'bff_er conditional? _
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Question Answer

8. What do your Independent Directors  Your Independent Directors recommend that you ACCEPT the
recommend? Offer in the absence of a Superior Proposal, for the reasons
detailed in section 1.

i there is a change in this recommendation or any material
developments in relation to the Offer, Watpac will lodge a
supplementary target's statement.

10. What do the Directors intend to do Each Director who holds Watpac Shares intends to ACCEPT
with their Watpac Shares? the Offer in respect of their personal shareholdings in Watpac in
the absence of a Superior Proposal.

12. What are the consequences of if you accept the Offer, you will give up your right to selt your
accepting the Offer now? Watpac Shares on the ASX or otherwise deal with your Watpac
Shares while the Offer remains open.

14. I | accept the Offer, can | withdrawmy  The Offer is unconditional. Your acceptance of the Offer is
acceptance? itrevocable and you are not entitied to withdraw your
acceptance.

16, Can I be forced to sell my Watpac You cannot be forced to sell your Walpac Shares unless BESIX
Shares? ' proceeds to compulsory acquisition of Watpac Shares, as
' further explained in section 7.6 of this Target's Statement. If
BESIX proceeds to compulsory acquisition under Part 8A.1 of
the Corporations Act, then you will be paid the same
consideration as is payable by BESIX under the Offer.
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Question Answer

18. Can | sell my Watpac Shares on ~You can sell your Watpac Shares on market unless you have
market? _ ' - accepted the Offer. If you sell your Watpac Shares on market:

e you will not benefit from any possible increase in the
- - value of Watpac Shares; and '

« . you will not benefit from any possible increase in the
-consideration that may be provided under the Cffer or
any other offer, should one be made.

You should note, however, that from the date the Bidder's
Staternent is given to Watpac, BESIX also intends to conduct

- pn-market purchases of Watpac Shares and may do so from
time to time in accordance with item 2 of section 611 of the
Corporations Act. BESIX has appointed Macquarie Securities to
make such on-market purchases on its behalf, o

20. How can | get updates on the Watpac  If you have access 1o the internet, you can réceive updates by
Share price? visiting the ASX website at www.asx.com.au.
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5 YOUR CHOICES AS A WATPAC SHAREHOLDER

As a Watpac Shareholder, you have the following three (3) choices available to you in rafation to the Offer set out
below.

The Indepe'ndént Directors recommend that you ACCEPT the Offer in the absence of a Superior Proposal, for the
reasons set out in section 1,

The Independent Directors encourage you to consider your personal risk profile, investment objectives and tax
and financial circumstances before making any decision in relation to your Watpac Shares,

51 OPTION 1 - ACCEPT THE OFFER
If you accept the Offer, you must accept the Offer in relation to all of your Watpac Shares.

Details of the consideration that will be received by Watpac Shareholders who accept the Offer are set out in
section 1.1 of this Target's Statement and in the Bidder's Statement,

Watpac Shareholders who accept the Offer may be liable for capital gains tax on the disposal of their Watpac
Shares. However, they will not incur any brokerage charge.

The Bidder's Statement contains details of how to accept the Offer in clause 4 of Appendix 1 of the Bidder's
Statement.

The Offer is unconditional. If you accept the Offer, you:

. will lose your exposure to any future growth potential in Watpac, although there can be no certainty this
growth will occur and there are risks associated with an investment in Watpac {refer to the risk factors in
section 8.9 of this Target's Statement for more information);

. will not be able to accept a higher price from a competing bidder if such a lransaction eventuates; and

. may be liable to pay capital gains tax or income tax on the disposal of your Watpac Shares which may
have financial consequences for some Watpac Shareholders (refer o section 7 of the Bidder's
Statement for further details of the tax consequences of the Offer).

This course of action is unanimously recommended by the Independent Directors in the absence of a Superior
Proposal.

5.2 OPTION 2 - SELL ALL OR SOME OF YOUR WATPAC SHARES ON MARKET
You can sell all or some of your Watpac Shares on market at any time if you have not already accepted the Offer.
In section 5.5 of the Bidder's Statement, BESIX has indicated that from the date the Bidder's Statement is given to
Watpac, BESIX also intends to conduct on-market purchases of Watpac Shares and may do so from time to time
in accordance with item 2 of section 611 of the Corporations Act. BESIX has appointed Macquarie Securities to
make such on-market purchases on its behaff,
if you sell all of your Watpac Shares on market, you:
. will lose the ability to accept the Offer;

. will not receive the benefits of any future potential growth in Watpac, or any potential higher competing
offer for your Watpac Shares (though it cannot be determined whether such events will ocour);

) may receive more or less for your Watpac Shares than the Cash Consideration price;
. may incur a brokerage charge; and
. may be liable for capital gains tax or income tax on the sale.
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Watpac Shareholders who wish to sell their Watpac Shares on market should contact their broker for information
on how fo effect a sale. You should also seek your own specific professional advice regarding the taxation
consequences of selling your Watpac Shares on market.

On 26 October 2018 Watpac’s share price closed at $0.66.The Offer price of $0.92 per Watpac Share represents
& 38.8% premium to this share price. The latest price for Watpac Shares may be obfained from the ASX website
WWW.ASX.COM. U,

5.3 OPTION 3 - REJECT THE OFFER BY DOING NOTHING
If you do not wish to accept the Offer and want to retain your Watpac Shares, s:mply do nothing and fake no
action in relation to documents sent to you from BESIX.

You should note that;

. _ if you choose not to accept BESIX's Offer, you will not receive any money from BESIX uniess BESIX
- holds a relevant interest in 90% of the Watpac Shares at the end of the Offer Period and exercises its
compulsory acquisition rights in these clrcumstances to acquire those Watpac Shares that it does not
already own {as further explained in section 7.8 of this Target's Statement); and '

. - .BESiX acquires more than 50% but less than 80% of the Watpac Shares, and you continue to hotd

. -Watpac Shares, you will be exposed to the risks associated with being a minority shareholder of
-Watpac, as further explained in section 7.10 of this Target's Statement.
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6 IMPORTANT MATTERS FOR WATPAC SHAREHOLDERS TO CONSIDER
6.1 THE OFFER

Watpac and BESIX jeintly announced BESIX's infention fo make an unconditional off-market takeover bid for all of
your Watpac Shares on 29 October 2018. BESIX is offering $0.92 cash for each of your Watpac Shares. The
Offer is unconditional,

The Offer is open for acceptance from 1 November 2018 unfit 6.00pm (Brisbane Time) on 3 December 2018
untess it is extended or withdrawn {sections 7.3 and 7.4 of this Target's Statement describe the circumstances in
which BESIX can extend or withdraw its Offer).

6.2 MINORITY OWNERSHIP CONSEQUENCES

If BESIX acqguires more than 50% but less than 90% of the Watpac Shares then, BESIX will acquire a majority
shareholding in Watpac.

Accordingly, Watpac Shareholders who do not accept the Offer will become minority shareholders in Watpac. This
has a number of possible implications, including:

(a) BESIX will be in a position to cast the majority of votes at a general mesting of Watpac. This will enable
it to control the composition of Watpac's Board and senior management, determine Watpac’s dividend
policy and control the strategic direction of the businesses of Watpac and its subsidiaries (whilst
acknowledging that it is BESIX's intention to maintain at least two independent directors in the event
that it obtains control of Watpac but does not acquire 100% of the Watpac Shares);

(b} the Watpac share price may fall immediately following the end of the Offer Period and it is unlikely that
Watpac's share price will contain any takeover premium;

(c) liguidity of Watpac Shares may be lower than at present;

(d} if the number of Watpac Shareholders is less than that required by the ASX Listing Rules to maintain an
ASX fisting then BESIX may seek to have Watpac removed from the official list of the ASX. If this
occurs, Watpac Shares will not be able to be bought or sold on the ASX; and

(e) future Watpac dividend policy under the management of BESIX may vary significantly from current
Walpac dividend palicy.

6.3 OTHER ALTERNATIVES TO THE OFFER

It is possible that an alternative corporate control proposal for Watpac could materiafise in the future. However,
BESIX's support would be required for the Superior Proposal fo proceed {given its 28.1% shareholding). Since the
announcement of the Scheme to the ASX by Walpac on 26 February 2018 and up fo the date of this Target's
Statement, no Superior Proposal has emerged and the independent Directors are not aware of any alternative or
Superior Proposal that is fkely to emerge.

6.4 WATPAC SHARE PRICE ABSENT THE OFFER

While there are many factors that influence the market price of Walpac Shares, your independent Directors
anficipate that, following the close of the Offer, the markel price of Watpac Shares may fall if BESIX's Offer fails, if
BESIX acquires more than 50% (but less than 90%) of the Watpac Shares or if the fakeover is otherwise
unsuccessful,

6.5 TAXATION

The taxation implications of accepting the Offer depend on a number of factors and will vary depending on your
particular circumstances. Watpac Shareholders who are Australian residents and hold their Watpac Shares on
capital account may realise a gain or a loss and may incur a liabllity fot taxation, by selling their Watpac Shares to
BESIX. A general outline of the Australian taxation considerations of accepting the Offer are set out in section 7 of
the Bidder's Statement. That general outline has been prepared by BESIX.
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You should carefully read and consider the taxation consequences of accepting the Offer. The oulline provided in
the Bidder's Statement is of a general nature only and you should seek your own specef ic professnonal advice as
to the taxation implications appl:cable to your circumstances.
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7 KEY FEATURES OF THE OFFER
11 CONSIDERATION PAYABLE TO SHAREHOLDERS WHO ACCEPT THE OFFER
BESIX is offering $0.92 cash for each of your Watpac Shares. The Offer is unconditional,

7.2 OFFER PERIOD

The Offer is open for acceptance until 8.00pm (Brishane Time) on 3 December 2018 unless i is extended or
withdrawn {sections 7.3 and 7.4 of this Target's Statement describe the circumstances in which BESIX can extend
or withdraw its Offer).

73 EXTENSION OF THE OFFER PERIOD

BESIX may extend the Offer Period at any time before the end of the Offer Period.
In addition, there will be an automatic extension of the Offer Period if, within the last 7 days of the Offer Period:
. BESIX improves the consideration offered under the Offer; or

. BESIX's voting power in Watpac increases to more than 50%.

If either of these 2 events occur, the Offer Period is automatically extended so that it ends 14 days after the
relevant event occurs.

74 WITHDRAWAL OF OFFER

BESIX may not withdraw the Offer i you have already accepted it. Before you accept the Offer, BESIX may
withdraw the Offer with the written consent of ASIC and subject to the conditions (if any) specified in such
consent.

75 EFFECT OF ACCEPTANCE - ACCEPTANCE OF THE OFFER IS IRREVOCABLE AND CANNOT BE
WITHDRAWN
As the Offer is unconditional, your acceptance of the Offer is irrevocable and you are not entitled to withdraw your
acceptance,

if you accept the Offer, you will lose your ability to accept a Competing Transaction, if one emerges, even if you
consider the Competing Transaction fo be more attractive. However, if BESIX were to increase its Cash
Consiceration to a higher all-cash sum as a result of a Competing Transaction being pubicly announced at a time
after you have accepted the Offer, you will be entiled to receive the improved consideration.

BESIX will also be entitied to the amount or value of all rights attaching to the Watpac Shares (including
distributions) which arise or are paid on or after the Announcement Date in respect of Watpac Shares.

The effect of acceptance of the Offer is also sef out in clause 7 of Appendix 1 of the Bidder's Statement. Watpac
Sharehoiders should read these provisions in full to understand the effect that acceptance will have on their ability
to exercise the rights ataching to their Watpac Shares and the representations and warranties which they give by
accapting of the Offer.

78 COMPULSQRY ACQUISITION
BESIX will be able to compulsorily acquire any outstanding Waltpac Shares for which it has not received
acceptances on the same terms as the Cffer if during, or at the end of, the Offer Period BESIX {taken together
with its associates):
. has a relevant inferest in at feast 90% (by number) of the Watpac Shares; and
. has acquired at least 75% (by number) of the Watpac Shares for which it has made an Offer.

If these thresholds are met, BESIX will have one month from the end of the Offer Period within which to give
compulsory acquisition notices to Watpac Shareholders who have not accepted the Offer. Watpac Shareholders
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have statutory rights to challenge the compulsory acquisition, but a successful challenge will require the relevant
shareholder to establish to the satisfaction of a court that the terms of the Offer do not represent air value’ for
their Watpac Shares. If compulsory acquisition occurs, Watpac Shareholders who have their Watpac Shares
compulsorily acquired are likely to be issued their consideration approximately 5 to 6 weeks after the compuisory
acquisition notices are dispatched o them. ' o

The consideration payable by BESIX will be the Cash Consideration last offered under the Offer.

It is possibie that even if BESIX is not entitled {0 or required to proceed to compulsory acquisition of minority
holdings after the end of the Offer Period under Part 6A.1 of the Corporations Act, it may subsequently become
entitied 1o exercise rights of general compulsory acquisition under Part 6A.2 of the Corporations Act; for example,
as a result of acquisitions of Watpac Shares in reliance on the “3% creep” exception in item 9 of section 611 of the
Corporations Act. If so, BESIX has indicated in the Bidder's Statement that it may exercise those rights.

1.1 EFFECT OF AN IMPROVEMENT IN CONSIDERATION ON WATPAC SHAREHOLDERS WHO HAVE
ALREADY ACCEPTED THE OFFER

if BESIX improves the consideration offered under the Offer, all Watpac Shareholders, whether or not they have
accepted the Offer before that mprovement in consideration, will be entitied to the beneﬂt of that |mproved
consideration. . . o

7.8 BESIX'S INTENTIONS

BESIX's intentions if it were to acquire a relevant interest in at least 50.01% of Watpac Shares on issue are set
out in section 5.2 of the Bidder's Statement, BESIX's further intentions if it were to acquire a relevant interest in
80% or more of the Watpac Shares are set out in section 5.3 of the Bidder's Statement, and BES{X's intentions if
it does acquire a relevant interest in at feast 50.01% of Walpac Shares on issue are set out in section 5.4 of the
Bidder's Statement.

79 PERFORMANCE RIGHTS

There are varicus Performance Rights on issue with senior executives of Watpac as part of their remuneration
packages, and additional Performance Rights proposed to be issued to Mr Monro following shareholder approval
at the Annual General Meeting, details of which are oullined in section 8.3 of this Target's Statement.

The treatment of Performance Rights in the event that BESIX acquires a relevant interest in more than 50% of the
Watpac Shares on issue (Watpac Change of Controf), has been agreed by Watpac and BESIX in accordance
with clause 6 and Schedule 6 of the Bid Implementation Agreement, and summarised in Annexure A of this
Target's Statement.

Where a Performance Right is to be vested, Walpac must take all sleps in accordance with the plan rules
governing any Performance Rights to accelerate the vesting of any unvested Petformance Rights on issue as at
the date of the Watpac Change of Control on the condition that such Performance Rights will be deemed
exercised upon vesting and notify the holders of such Performance Rights of the acceleration and deemed
exercise.

7.10 LIGUIDITY OF WATPAC SHARES

If BESIX acquires a majority but not all of the Watpac Shares, the number of Watpac Shares traded on ASX could
be significantly reduced. Under those circumstances, Watpac Shareholders who do not accept the Offer run the
risk of being minority shareholders in a company that may have reduced share trading liquidity. This factor may
affect the market price for the Walpac Shares and reduce the pnce that Watpac Sharehoiders could subsequenﬂy
reailse for their Watpac Shares.
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7.4 TRANSACTION EXPENSES

The Offer has resulted in Watpac incurring expenses that would not otherwise arise from trading in the current
financial year. These expenses are anticipated to be approximately $2 million. Expenses include legal, financial
and tax advisers engaged to assist in this transaction and other transaction related expenses which will have a
negative impact on the statutory eamnings in the current financial year.

712 MARKET TRADING

Watpac Shareholders who accept the Offer will be giving up their rights to self or otherwise deal with their Watpac
Shares.

743 PAYMENT

You will be paid within ten Business Days of BESIX receiving your validly completed Acceptance Form and all
other relevant documents.

See clause 5 of Appendix 1 of the Bidder's Statement for further details on when you will be sent your payment
from BESIX.

744 HOW TO ACCEPT THE OFFER
Instructions on how to accept the Offer are set out in the Bidder's Statement and Acceptance Form.
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8 INFORMATION ABOUT WATPAC
8.1 OVERVIEW OF WATPAC

Watpac is a public company, headguartered in Brisbane, Queensiand and ilsted on the Australian Securities
Exchange since 1985 (ASX code: WTP)

Watpac was founded in 1983 and has since grown {o become a leading natlonal constructlon cwsl infrastructure
and mining contractmg group wnh operatlons in all mainland states and territories, .

The Watpac Group (conStstlng of Watpac Limited and its wholly-owned subsidiaries) has been responsible for
delivering many iconic projects within the markets that it operates and has worked extensively with State and
Federal Governments, as well as highly respected corporate clignts.

Nationally, the Watpac Group employs approximately 700 staff across its construction, civil & mining and
corporate business units.

Watpac Group's construction operations are focused on its traditionally strong East Coast markets (including
South Australia and the Northem Territory), while the civil & mining business delivers projects nationally, with
operations currently dominated by prOJecls in Western Australia '

8.2 BUSINESS SEGMENTS
Building construction

Watpac's building construction segment provides building construction, project management and investment,
design and construction management services. The Watpac Group presently derwes the majority of its turnover
through the building construction segment. .

Watpac's construction capabilities span a diverse range of project types, methodologies and sectors, including
advanced science, résearch and technology facilities, education, health, food processing, stadiums and sporting
facilities, high security structures such as comrectional fachities, airport terminals, defence faciiities and other
government buildings, in addition to more traditional commercial, residential and industrial construction.

Watpac's initial home market of Queensland has been supplemented over fime by acquisitions in New South
. Wales {Grant Constructions in 2004) and Victoria (J A Dodd in 2007), as well as the establishment of a permanent
- presence in South Australia and past delivery of projects in the Northern Temitory and Australfan Capiltal Territory.
- While Queensland continues o deliver the most significant turnover contribution of the building construction
segment, Watpac's operations in the states of New South Wales, Victoria and South Australia have grown to
become meaningful contributors to the Watpac Group, having delivered a number of large, hzgh-prof ile and
amportant social infrastructure projects.

-Walpac has successfully parinered with a number of high-calibre, repeat clients and project investment firms
particularly in the education and heaith sectors, This has resulted from Walpac's strategic targeting and previous
delivery of highly successful projects, and aligns with a long-term strategy 1o increase exposure 1o complex
building work for quality clients where Watpac's capabilities and experience can add value.

This sirategy has seen a recent marked improvement in the quality and geographical distribution of the building
.construction segment workbook which, as illustrated in the following graphs, now features a more desirable
batance between traditional, baseload projects and those in targeled s sectors that present greater opportumty for .
the Watpac Group's credentlats and finanmal pe:formance R :
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Watpac's near tarm objective is to pursue more desired projects that align o the strategic objectives of enhancing
profitability and maximising shareholder value. This includes targeting projects in the previously identified sectors
of Health & Sciences, Education and Special & Secure Environments (including Defence work). These targeted
seclors have generally exhibited higher barriers to entry, require application of specialised experience and know-
how, and provide greater latitude for Waltpac to balance securing new work with competiiveness on faclors
beyond simply price.

In addition to the focus on project selection and enhanced risk management practices, Walpac is also
endeavouring to improve intemal programs by adopting national best practices, establishing cenires of exceflence
with a focus on innovation and developing in-house design management capabilities.

Civil & Mining

The Watpac Group’s civit & mining business provides civil infrastructure and contract mining services throughout
Australia. These operations commenced at Watpac in 2007 with the acquisition of J A Dodd, followed soon after in
2008 with the purchase of the JMS Group and formed the basis of Watpac's capability in the mining and civil
infrastructure spaces.

While initially East Coast-focused, the business has evolved under Walpac ownership to take advantage of
resources and infrastructure opportunities in Western Australia, where a majority of projects have been delivered
in recent years.

The civil & mining business has broad capabilities with particular stccess having been enjoyed in the business’
key specialisation of open-cut contract mining services. This is in addition to strong civil capabilities in roads and

bridges, dams, spillways and other public water infrastructure, as well as mine establishment and maintenance
work including haul roads, tailings dams, waste and rock dumps.
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The business’ project teams are particularly adept at delivering in remote and regional areas, which is a capability
that management are keen to emphasise and extend to other geograph:cal markets as an avenue for future
growth and building on past success.

Watpac Group’s mining workbook is currently at a low level as a number of projects drew to a close over the past
twelve months, Watpac's approach to securing work in this segment has been to maintain pricing discipline and to
adopt a selective approach to tendering, aimed at protecting value in the long term and encouraging sustainability
of earnings.

While sentiment in the Western Australia resources sector has recently been improving, aggressive pricing has
been observed from a number of other participants in an effort to secure volumes,

As disclosed fo the market under the ASX announcement dated 28 March 2018, Walpac was advised that it was

unsuccessful on two major mining project tenders. As a result, the Waltpac Board decided to conduct a

comprehensive review of the civil and mining business, to ascertain oplions to maximise and preserve value. This

" review concluded that it was appropriate for Waipac to rationalise overheads, divest any surplus assets and adopt

.~ amore selective approach to {endering new opportunities, which are now more generally available due to the

recent increase in activity levels across the resources sector. As a result, assets allocated to the civil and mining

business were wiitten down to their assessed fair market value less costs to sell al 30 June 2018 and a business
restructuring provision recognised. .

Since this decision was made and the Watpac Group's 30 June 2018 financial results released, Watpat has been
approached by several parties expressing an interest in acquiring the busingss. One of these options is currently

under evaluation by the Watpac Board and has an assessed potential transactlon value broadly in Ime wnth the
current written down value of this business’ assels.

Property
Watpac's property business currently holds properties in Queensland with a camying value of $4.2 million, -
These remaining properties are expected to be divested in the next t_welve months,

8.3 WATPAC’S ISSUED SECURITIES
Watpac Shares

As at the date of this Target's Statement, Watpac had 183,386,244 Watpac Shares on iss_ue.

Watpac Performance Rights

As at the date of this Target's Statement, Watpac also had 5,755,000 Performance Rights on issue, comprised as

follows:

. '. *1,860,000 2016 Long Term Incentive Pian performance rights issued on 25 August 2016 and 28
Cctober 2016;

« 2,105,000 2617 Long Term Incentive Plan performance rights issued on 20 September 2017 and 23
Ocl_ob_er 2017; and

L 1,790,000 2018 Long Term Incentive Plan performance rights issued on 17 September 2018 and 25

September 2018,
(together, the Watpac Performance Rights Plans).

In addition, & furiher 450,000 2018 Long Term Incentive Plan Performance Rights have been approved for
issuance by the Board, however remain subject to Watpac Sharehoider approval at the Annual General Meeting.

Walpac Shares are quoted on the ASX. Watpacs Performance Rights are unlisted and therefore cannot be
traded on the ASX. : .
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8.4 EFFECT OF OFFER ON PERFORMANCE RIGHTS
Under the terms of each of the Watpac Performance Rights Plans set out in section 8.3 above, in the event of a
Watpac Change of Control {where the Offer proceeds and BESIX obtains relevant interest in more than 50% of
the Watpac Shares on issue), the Watpac Board has discretion fo make determinations conceming the
accelerated vesting of the Performance Rights.
Under the Bid Implementation Agresment, Watpac and BESIX have agreed how the Performance Rights will be
treated in connection with any Walpac Change of Control arising as a result of the Offer.
The freatment of Performance Rights under the Offer is detailed in full in clause 6 and Schedule 6 of the Bid
Implementation Agreement, and summarised in Annexure A of this Target's Statement,
8.5 SUBSTANTIAL HOLDERS
The substantial holders of Watpac as at the date of this Target's Statement are as follows:
Shareholder Last notice Number of Watpac Shares  Voting power (%)
BESIX Group SA 1 December 2017 51,553,318 2811%
Commonwealth Bank of | 23 May 2018 16,013,714 8.73%
Australia and its
Subsidiaries
Adam Smith Asset 14 June 2017 10,928,811 587%
Management Pty Limited
8.6 RECENT SHARE PRICE PERFORMANCE OF WATPAC
The latest recorded sale price of Walpac Shares on ASX before the Announcement Date was $0.66 as at close of
trading on ASX on 26 October 2018.
The price of Watpac Shares was $0.66 as at 26 October 2018, being the last practicable trading day prior to the
date of this Target's Statement.
The following chart shows the last sale price of Watpac Shares on ASX in the 12 months prior fo the
Announcemnent Date,
1.00
0.95 Cash Consideration: $0.92
G.85
0.80
¢.75
o7
0.65
0.60 I
Annau[}cemenl of
055 BESIX's proposal
8.56
Oct17 Jan-18 Apr-18 Jul-18 Qct-18
Source: Blosmberg
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8.7 LATEST FINANCIAL RESULTS AND CHANGE OF FINANCIAL POSITION
Watpac's last published audited financial statements are for the year ended 30 June 2018 were lodged with ASX
on 23 August 2018.

Except as disclosed in this Targst's Statement and any announcement made by Watpac since 23 August 2018 the
Directors are not aware of any material change to Watpac's financial position as disclosed in Watpac’s audited
financial statements for the year ended 30 June 2018 lodged with ASX on 23 August 2018. ' :

8.8 ASX DISCLOSURES BY WATPAC SINCE 30 JUNE 2018

Since 30 June 2018, Watpac has made a number of announcements to ASX pertaining to new project awards that
may be relevant 1o its future financial perdformance, Details of these projects are listed below.

Date Project Name Value*
21/08118 | Melbourne Data Centre .~ - N - S75M
7108118 Roma Hﬁspital Redevelopment ' | $74M
207118 | Bouverie Strest Student Accommodation ©$49M

* Total development value.

A copy of each these announcements may be obtamed from ASX or from Watpac s websnte at
W, watpac Com.au. .

8.9 KEY RISKS

General risks

Watpac is currently exposed to a number of risks that Watpac Shareholders should be aware of. A brief outline of
these risks is set out below, which should be considered in conjunctlon with Watpac s ongomg dlsctosure under
ASX Listing Rules. : : . :

The foliowing describes known principal risks and uncertainties that could materially aﬁect Watpac There may be
addlhonal risks unknown to Watpac and other general nsks whnch may affect Watpac, - | :

Like many listed companies, Watpac is exposed to a number of general risks that could materiatiy adversely affect
its financial position, assets and liabilities, reputation, profits, prospects and the market price and value of Watpac
Shares. :

These could include any or all of the following:

» - fluctuations in economic conditions in Australia and internationally, including fluctuations in economic
growth, inferest rates, exchange rates, the levet of inflation and employment levels;

. - fluctuations in Australian and overseas stock markets; _

. changes In government fiscal, monetary, regulatory and foreign poltcy in reEevant junsdachons and
changes to political or judicial policies or conditions,

. increases in expenses (including wage inflation); and

. natural disasters and catastrophic events.
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Specific risks relating to Watpac and the industries in which it operates
{a) Profitability

Watpac has incurred statutory losses after tax in three of the last five financial years. These statutory losses have
largely been atfributed fo strategic repositioning, rapid short-term cost fluctuations, cyclical downturns and the
level of competitive infensity in its core business sectors.

While Watpac has developed a range of strategies and approaches to address recent profitability issues, no
assurance can be given that these business improvements will be achieved.

(b} Delivery and performance of current workbook

A significant proportion of Watpac's revenue and earnings are derived from dellvenng bulldlng construction,
refurbishment, project and design management contracts.- ‘ s

Watpac's ability to deliver improved eamings over the short-term is dependent on the successful delivery of its
current work-in-hand in line with expectations (including cost expectations). These expectations are typically set
prior to delivering a project, and require commercial judgement on price and allocation of risks based on
information that may be uncertain or incomplete at the time of making the assessment. Actual circumstances
arising that differ materially from these assumptions may cause Watpac to suffer financial loss, despite controls,
procedures and protocols that are in place to ensure that assumptions are as robust as possible,

Further, cost escalation pressures (such as those experienced in the South East Queensland subconiractor
market in previous years), commercial complexity in dealing with clients, consultants and subcontractors, adverse
credit events or insolvencies involving project counterparties, variances in the timing for delivery of key projects or
failures by Watpac or subcontractors to perform contractual obligations as required may lead to additional costs
and liability which may further affect Watpac's future financiat performance.

{c) Ability to secure new projects

Watpac's main sources of revenue and earnings are from the provisions of building construction, refurbishment,
project and design management services. Watpac's ability to maintain and grow its fulure revenue and eamings is
dependent upon its ability to secure new projects.

Watpac expects to continue o have a broad range of competitors in each of its core markets. As noted in
‘Profitability’ above, Watpac has developed a range of strategic iniiatives to position itself in more attractive
market segments with higher enfry barriers, however no assurances can be given that Watpac will be able to
continue to secure new projects, or maintain or increase the margin it obtains under project contracts.

{d) Reputational risks

Watpac has developed an established brand within the construction indusiry and has formed strong customer
retationships with clients across each of its core businesses.

Maintaining a strong reputation in the market is an important factor in ensuring that Watpac continues to win new
projects. A failure, or perceived failure, in relation to the services provided by Watpac may damage this reputation
and these client relationships and may affect Watpac's future financial performance.

{e) Cyclical market risk

Watpac's core businesses are heavily aligned to the construction and nalural resources sectors and industries
retated to each.

A downturn or other changes impacting these sectors {for example increases in interest rates or weakness in
commodity prices) may affect Watpac's future revenue or the value of Watpac's assets, which may in turn affect
the future financial performance of Watpac.
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{ Operational disruptions

Watpac's core businesses are subject to a wide range of operational risks that may impact on a particular
business’ or project's performance including employment relations risks, health and safety risks, enviranmental
and weather rigk, project equipment or information technology system failures or other downtime, subcontractor
performance failures, disputes or natural disasters.

While Watpac has used its best endeavours to minimise its exposure to these risks by putting in place appropriate
internal procedures, contractual pfotections and insurance policies, no assurances can be given that Watpac's
policies, contractual prolectlons or insurance coverage will be sufficient to cover the potentlal impagts of one or
more disruptions occurring. . _

To the extent such an unprotected disruption arises, the costs of responding to, addressing or remediating such a
disruption may have an impact on the future financial performance of Watpac. ' .

(g) Further changes in asset valuations

As described above under 'Cyclical market risks’, downtiuns or other changes impacting the construction and
natural resources sectors may impact on the value of Walpac's assets, which may in tum affect the future financial
performance of Watpac.

Factors that may influence the value of Watpac's assets therefore include the demand for construction services
{which may be affected by increases in interest rates), the demand for civil and mining works (whach may be
affected by weakness in commodlty prices}) and increases in Watpac's input costs .

(h) | thlgatlon and Hability risk

Due to the nature and scope of the activities undertaken by Watpac and the number of parties it deals with under
its contracts, Watpac may be subject to potential claims or litigation from third partles mcludtng clients, supphers,
-subcontractors, employees and regulators,

‘Such claims, which may include third party indirect or consequentiat losses, may relate to defecttve work
performed, personal or property damage or regulatory compliance liability. .

While Watpac has used its best endeavours to minimise its exposure to these risks by putting appropriate quality
and contractual management pract:ces and insurance policies in place, No assurances can be gwen that this will
be sufficient 1o cover the liability arising from such matters.

To the extent such Iiablhttes arise, the litigation and the costs of responding o any threats of legal action or
investigation may have an adverse impact on the financial position and future financial performance of Watpac,

)  Labourriske

_Itis possible that Watpac may face difficulties in sourcing suitably qualified workers 1o deliver on project
obligations. Further, in a labour constrained market, it is possible that Watpac may face mput cost pressmes ,
Industrial relations may zlso give rise 10, or exacerbate, such difficulties.

8.10 PUBLICLY AVAILABLE INFORMATION ABOUT THE WATPAC GROUP

.- Walpac is a listed disclosing entity for the purposes of the Corporations Act and as such is subject to reguiar
... -reporting and dlsclosure abligations. Specifically, as 2 listed company, Watpac is subject to the ASX Listing Rules
- which require continuous disclosure of any information Watpac has concerning |t thal a reasonable person would

" expect to have a material effect on the price or value of its securities. =~ -

In addition, Watpac is required to fodge various documents with ASIC. Copies of documents lodged with ASIC by

‘Watpac may be obtained from or inspected at an ASIC office. A substantial amount of information about Watpac .
mc!udmg its ASX ﬁtmgs ate avaiiable in electronic form from its website www waggac com.ay.
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OVERVIEW OF FINANC!AL PERFORMANCE
9.1 Historical Financial Information

This section 9.1 sets out summary financial information in relation to Watpac for the purpose of this Target's
Statement. The financial information has been extracted from Watpac's audited financial statements for the
financial years ended 30 June 2015, 30 June 20186, 30 June 2017 and 30 June 2018,

The historical financial information of Watpac in this section 9.1 is presented in an abbreviated form and does not
contain all disclosures, presentations, statements or comparatives that are usually provided in an annual report
prepared in accordance with the Corporations Act. A substantial amount of information on Watpac, including
copies of its annual reports, is publicly available and may be accessed in electronic form by visiting Watpac's
website www.watpac.com.au or via ASX's company announcement platform.

Watpac Shareholders without access to the company's website or ASX's company anncuncements platform can
obtain copies of this information by contacting the Shareholder information Line on 1300 217 429 {within Austratia)
or +61 2 8022 7919 (outside Australia) Monday to Friday between 8.30am and 5.00pm (Brishane Time).

Watpac's recent statutory historical consolidated income statements, historical consolidated statements of
financial position and histericat consolidated cash flow statements are disclosed in the annual financial reports for
the financial years ended 30 June 2015, 30 June 2016, 30 June 2017 and 30 June 2018. The historicat financial
information of Watpac has been prepared in accordance with the recognition and measurement principles
contained in the Australian Accounting Standards.

The financial information provided in this section 9.1 is a summary only, has been prepared solely for inclusion in
this Target's Statement and should be read in conjunction with other information contained in this Target's
Statement.

a} Historigal consclidated statement of comprehensive income

Set ouf below is a summary of Watpac's consolidated statements of comprehensive income for the financial years
ended 30 June 2015, 30 June 2016, 30 June 2017 and 30 June 2018,

The summarised historical consclidated statements of comprehensive income of Watpac which are set out:

+  in the second column of the table below, have been exiracted from the audited financial statements of
Watpac for the year ended 30 June 2015 as disclosed within Watpac's 2015 Annual Report,;

+ inthe third column of the table below, have been extracted from the audited financiat statements of Watpac
for the year ended 30 June 2016 as disclosed within Watpac's 2016 Annual Report;

o inthe fourth column of the table below, have been extracted from the audited financial statements of Watpac
for the year ended 30 June 2017 as disclosed within Watpac's 2017 Annual Report; and

s in the fitth column of the table below, have been extracted from the audited financial stafements of Watpac
for the year ended 30 June 2018 as disclosed within Watpac's 2018 Annual Report,

FY15 FY16 Fy17 FY18
$000 $'000 $000 $'000
Audited Audited Audited Audited
Revenue 1,218,476 1,223,128 1,108,708 1,080,003
Cost of sales (1137,085)  (1,167,351)  (1,054,838)  (1,029,573)
Gross profit §1,390 55,777 53,870 50,430
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FY15 FY16 FY17 FY18
§'000 §'000 $'000 $'000
Audited Audited Audited Audited
Otherincome "+ e l2,0l.39 o 331 S ‘.‘481_
' -.‘:Propertydevelopmenthoidmg costs E (579) 87 (443) ()
. ‘expenses ST
‘Admlnlstratlon expenses ‘- (54232) (5_0,388) B (55226) : {58856)
. Netfnance income / {(expense) | (.2,.070). .. 1_,635 1,926 . 3,258
Results from operating activities 24,569 8,481 458,_ , _ {4,_959)
Gain on sale of land and buildings . 2,728 SEEI -
New business expenditure - . @osy . -
Restructuring expenses - B : . {5,561)
Scheme of Arrangement expenses - - - {1,925)
Impairment expense {nef) | (9,080) (41,609} (29,648) (34,455)
Profit / {loss) before tax 15,489 (30,400) {33,241) (46,900)
Income tax benefit/ {expense) (3,966) 8,037 1,828 {10,024)
Profit  {loss) after tax 11_,523 (21,363) {31,413) :(56,924)
Other comprehensive income for the (.2,100) - - ' '1.23
period, net of tax e _
Total comprehensive income / (loss) 9,423 : -(21,363) (31,41 3) (56,801)
for the period - ' : ' '
Earnings per share
Basic earnings / (loss) per share 6.11 (11.41) {16.89) {30.94)

Diluted eamings / (loss) per share 6.05 (1141) (16.89) (30.94)

b} Historical consolidated balance sheet

Set out below is a summary of Watpac's consolidated balance sheets as at 30 June 2015, 30 June 2016, 30 June
2017 and 30 June 2018.

The summarised historical consolidated balance sheets of Watpac which are set out;

e in the second column of the table below, have been extracted from the audited financial statements of
Watpac for the year ended 30 June 2015 as disclosed within Watpac's 2015 Annual Report;

= in the third column of the table below, have been extracted from the audited financial statements of Watpac
for the year ended 30 June 2016 as disclosed within Watpac's 2016 Annual Report; !
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*  inthe fourth column of the table below, have been extracted from the audited financial statements of Watpac
for the year ended 30 June 2017 as disclosed within Wafpac's 2017 Annual Report, and: -

o in'the fifth column of the table bislow, have been extracted from the audited financial statements of Watpac
for the year ended 30 June 2018 as disclosed within Watpac's 2018 Annual Report,

30 June 30 June 30 June 30 June
2015 2018 20147 2018
$000 000 $000 3000
Audited Audited Audited Audited
ASSETS B |
Current assets
Cash and cash equivalents 112,365 129,351 94,916 68,106
Cash deposits 70,356 122,105 134,127 169,937
Trade and other recelvables 178,694 141,831 157,352 128,190
Inventories - stock on hand 15,977 14,377 10,352 140
Inventories - property development assels 11,145 8,112 1,321 4,226
Total current assets 388,537 415,776 396,068 370,599

Non-current assets

Inventories - property development assets 16,430 9,013 11,188 -
Property, ptant and equipment 144,181 115,218 84,154 55,855
Intangibles 27,698 17,676 17,676 17,676
Deferred tax assets 12,852 21,889 23,017 13,693
Total non-current assets 201,161 163,796 136,735 87,224
Total assets 589,608 579,572 534,803 457,823
LIABILITIES

Current liabilities

Trade and other payables 273,794 301,411 293,548 281,224
Borrowings 12,872 7,236 6,089 -
Employee benefits 14,288 14,776 14,004 14,464
Provisions 384 111 48 5594
Total current liabilities 301,338 323,534 31 3,690 301,312

Non-current liabilities

Trade and other payables 8,711 9,226 11,756 11,967
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30 June 30 June 30 June 30 June
2015 2016 2017 2018
$000 $'000 $'000 $000
Audited Audited Audited Audited
Bomowings - 13865 11,216 5380 -
Employes benefis - s 3,807 3739 3002
Provisions _ 795 940 875 1,104
Total non-current liabilities ' o :_32,524 25,189 21,750 16,073
Total liabilities L - o 333,862 348,723 335,440 317,385
Net assets o 255,836 230,849 199,363 140,438
EQUITY
Issued capital o - 239,570 235,563 235,563 233,727
Reserves | S 7,381 7,744 7,671 7,506
Relained earnings o o . 8805 {12,458) (43.871) {100,795}
Totalequity 255,836 230,849 199,363 140,438

¢) Historical consolidated statement of cash flows

Set out below Is a summary of Watpac's consolidated statements of cash fiows as at 30 June 2015, 30 June
2016, 30 June 2017 and 30 June 2018, '

The summarised historical cq_nso_lidated statements of cash flows of Watpac. which are set out;

+ in the second column of the {able below, have been extracted from the audited financial statements of
 Watpac for the year ended 30 June 2015 as disclosed within Watpae's 2015 Annual Repott;

» _inthe third column of the table below, have been extracted from the audited fi nanmal statements of Watpac
for the year ended 30 June 2016 as disclosed within Watpac's 2016 Annua] Report; '

. in the fourth column of the table below, have been extracted from the audited financial statements of Watpac
for the year ended 30 June 2017 as disclosed within Watpac's 2017 Annual Report; and

. | in the fifth column of the table below, have been extracted from the audited financial statements of Watpac
or the year ended 30 June 2018 as disclosed within Watpac 5 2018 Annual Repon

FY15 FY16 Fyi7 FY18
$'000 $'000 $000 $'000

Audited Audited Audited Audited

Cash flows from oper_atih'g' éctivities :

Cash receipts from customers 1313417 1,383,696 1,204,037 1,217,711
Cash paid to suppliers and employees {1,244,146) (1,292,837}  (1,204,988) (1,189,775}

Cash generated from operations 69,271 90,789 - (48) 28,016
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FY15 FY16 EY17 FY18

$'000 $000 $000 $000
Audited Audited Audited Audited
Interestreceived 3Bt cT 38T 3990 5202
Interest paid | (6.483) (3,334) (2,547) (1,841)
Income taxes refunded / {paid) (284) {60) 345
Net cash provided by operating activities 66,319 91,223 840 31,467

Cash flows from investing activities

Investment in cash deposits (277) {51,749) (12,022) {35,810)
Acquisition of assets (22,103 (14,808) (14,951) {10,397)
Proceeds from sale of assels 40 9,586 698 2,188

Net cash used in investing activities (22,340) (56,172) (26,277) {44,021}

Cash flows from financing activities

Repayment of borrowings {43,989) {13,285) {6,983} {11,489)
Purchase of freasury shares - (4,007) (539) {2,787}
Finance facility transaction costs . (173) {1,476)

Dividends paid {7,744) - . -
Net cash used in financing activities {51,733) {17,465) {8,998) {14,256)
Net increase / (decrease) in cash and {7,754) 16,986 (34,435) (26,810)
cash equivalents

Cash and cash equivalents at 1 July 120,119 142,365 129,351 94,916
Cash and cash equivalents at 30 June 112,365 129,351 94,916 68,106

d) Material changes in Watpac’s financial position since Watpac's 30 June 2018 Annual Report

Other than as disclosed in the notes to the Annual Report for the financia! year ended 30 June 2018 in relation to
the impact of adopting AASB 15 Revenue from Conlracts with Cusfomers on 1 July 2018, no Director is aware of
any material change to the financial position of Watpac since 30 June 2018.

Watpac witl provide a copy of the Annual Report for the financial year ended 30 June 2018 free of charge to any
person who reguests a copy.
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9.2 Capital management and liquidity

As illustrated in section 9.1, the Watpac Group maintains a substantial level of cash and liquidity. Following the
repayment of all equipment finance borrowings in FY18, gross. and net cash and deposits as at 30 June 2018
totalled $238M comprising:

s §$68.1Min cash and cash equivalents with a maturity date of less than three months (as hlghhghted in the
table above in section 9.1); and

o $169.9M in cash deposits with a maturity date of greater than three months.

The increase in the higher yielding and longer dated cash deposits over the past few financial years is reflective of
Watpac’s robust cash management and forecasting processes, strong order book enabling more cash to be
deposited in higher-yielding investments, and yield maximisation activities constantly evolving.

The Watpac Group also has extensive capacity to provide any required performance bonding on new projects
through the maintenance of:

+ a$170M committed syndicated banking facility for the provision of bank guarantess {drawn to $79.7M as at
30 Ji_me 2018y and '

o $205M in aggregate b|—IateraI facnhttes for the provision of insurance bonds (drawn to $125 8M as at 30 June
- 2018), '

The maintenance of a strong batance sheet and funding facilities is a key strategtc prtorlty and capital risk
management strategy for the Watpac Group. _

9.3 Forecast financial performance

Watpac does not provide specific eamnings or cash flow forecasts to the market. Forecasts by their nature are
uncertain and may be affected by unexpected events, many of which are outside Watpac's control. In particular,
Watpac's frading prospects are subject to inherent uncertainties and ongomg nsks reEated to the natu re of its
operat:ons and the sectors in which Watpac operates. S

However, Watpac does provide detailed information in relation to its work-in-hand, key project wins and delivery
profile, which allows market participants to form their own view of Watpac's outlook. Watpac Shareholders who
may form their own view are encouraged to read the risk factors set out in section 8.9 of this Target's Statement.

8.4 Dividend policy

Watpac has not paid dividends to Watpac Shareholders in recent history as a result of statutory losses having
been incurred and inadequate retained earnings from which to make such distributions.

Watpac is not able to indicate if and when dividends will be paid in the future if the Offer is not implemented, as
payment of any dividend will depend on the future profitability, financial position and capital requirements of
‘Watpac, as well as general _business and other factors considered relevant by Watpac's Board,
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10 INTERESTS OF DIRECTORS
104 INTERESTS OF DIRECTORS N SECURITIES IN WATPAC

As at the date immediately prior to this Target's Staiement, the number and description of securities in Watpac in
which each of the Directors has a relevant inferest is set out in the table below.

Director Number of Shares Number of Performance Rights
Martin Monro 585,000 800,000*

Peter Watson 139,639 Nil

Linda Evans 45,081 Nil

Garvet Dixon 35,000 Nil

Total 804,720 900,000

* As referred to in section 8.3, a further 450,000 2018 Long Term Incenfive Plan Performance Rights have been
approved for issuance by the Board, however remain subject to Watpac Shareholder approval at the Annual
General Meeting, and the agreed treatment of Performance Rights pursuant to a Watpac Change of Control
detailed in clause 6 and Schedule 6 of the Bid Implementation Agreement, and summarised in Annexure A of this
Target's Statement.

As atthe date of this Target's Statement, each Director who holds Watpac Shares intends to ACCEPT the Offer in
respect of their Watpac Shares,

10.2 DEALINGS BY DIRECTORS IN WATPAC SECURITIES
There have been no acquisitions or disposals of interest in any Waltpac Shares by any Director in the four months
ending on the day preceding the date of this Target's Statement,

10.3 INTERESTS AND DEALINGS IN BESIX
As at the date immediately before the date of this Target's Statement, no Director {other than the BESIX nominee
Directors) had a relevant interest in any securities of BESIX.

No Director {other than the BESIX nominee Directors) acquired or disposed of a relevant interest in any BESIX
securifies in the 4 month period ending on the date immediately before the date of this Target's Statement.

10.4 BENEFITS AND AGREEMENTS
{a) Benefits in connection with retirement from office

As a result of the Offer, no payment or other benefit {other than a benefit permitted by section 200F or 200G and
compulsory superannuation entittements or in his or her capacity as a Watpac Shareholder) has been proposed to
be made or given to any Director, secretary or executive officer of Watpac or any Related Body Corporate of
Watpac in connection with the loss of, or their resignation from, their office in Watpac or in a Related Body
Corporate of Watpac or as compensation for the loss of, or as consideration for or in connection with their
retirement from, office in that Related Body Corporate of Watpac o in Walpac.

{b} Agreements connected with or conditional on the Offer
There are no agreements made between any director of Watpac and any other person in connection with, or

conditional upon, the outcome of the Offer other than in their capacity as a holder of Watpac Shares or
Performance Rights.
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{c} Interests of Watpac Directors in contracts with BESIX

None of the Watpac Directors have any interest in any contract entered into by BESIX, or a BESIX entity, other
than in their capacity as a Watpac Shareholdar.

Ms Evans is a partner of Clayton Utz, a national law firm, which is one of a number of legal firms that provide legal
services to BESIX on normal commercial terms and conditions and which currently advises BESIX on one matter
unrelated to Watpac. Ms Evans is not involved in adwsmg BESIX and the IBC does not consider this to create any
conflict of mterest : . :

(d) " Benefits from BESIX

None of the Walpac Directors has agreed to receive, or is entitled to receive, any benefit from BESIX or a BESIX
Associate, which is conditiqnal_ on, or is related to, the Offer, othe_r than in their capacity as a Walpac Sha_reholdef.
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1 ADDITIONAL INFORMATION
1141 BID IMPLEMENTATION AGREEMENT

BESIX and Watpac entered into a Bid Implementation Agreement in respect of the Offer on 28 October 2018. A
summary of certain key terms of the Bid Implementation Agreement is set out in section 8.1 of the Bidder's
Statement.

11.2 POTENTIAL IMPACT OF OFFER ON FINANCING ARRANGEMENTS AND MATERIAL CONTRACTS

Watpac has 17 Change of Control Contracts, broadly being client agreements to which Watpac or a subsidiary is
a party that contain change of conirol provisions that would be triggered as a result of BESIX obtaining control of
Watpac pursuant to the Offer. In these circumstances, Watpac must obtain counterparty consent or approval to
the change of control.

While no assurance as to the outcome of the change of control process can be given, Watpac does not consider
the risk of counterparties withholding their consent or approval to represent a high fikelihood of cccurrence given
the nature of the Offer and the identity of BESIX as the acquirer of Watpac Shares (being an existing major
shareholder),

113 MATERIAL LITIGATION

Watpac is from time to time involved in disputes and litigation and is currently involved in a number of such
disputes and litigation in the ordinary course of its business.

As at the date of this Target's Statement, Watpac is not involved in any ongoing litigation or dispute which has
been assessed to be material in the context of Watpac and its Subsidiaries taken as a whole.

114 ASX WAIVERS

Walpac will apply for any ASX waivers necessary to give effect to the treatment of the Performance Rights
contemplated by clause 6 and Schedule 6 of the Bid Implementation Agreement, and will notify Watpac
Shareholders of any further developments in retation to this matter.

11.5 CONSENTS

This Target's Statement containg statements made by, or statements said to be based on statements made by
Lonergan Edwards as the Independent Expert. Lonergan Edwards has consented to the inclusion of each
statement it has made in the form and context in which the statements appear and has not withdrawn that consent
at the date of the Target's Statement,

Herbert Smith Freehilis has given, and has not withdrawn before the date of this Target's Statement, its written
consent to be named in this Target's Statement as Australian legal advisers in the form and context in which it is
s0 named. Herbert Smith Freehills has not advised on the laws of any foreign jurisdiction and has not provided tax
advice in relation to any jurisdiction.

Each of the parties listed below has also given and has not, before the lodgement of this Target's Statement with
ASIC, withdrawn their written consent fo be named in this Target Statement in the form and context in which they

are so named:

. Luminis Partners Pty Lid;

. Computershare Investor Services Pty Ltd; and
. Macquarie Securities (Australia) Limited.

As permitted by ASIC Class Order 13/521 this Target's Statement contains statements which are made, or based
on statements made, in documents lodged by BESIX with ASIC or given to the ASX, or announced on the
Company Announcements Platform of the ASX, by BESIX. Pursuant to the Class Order, the consent of BESIX is
not required for the inclusion of such statements in this Target's Statement. Any Watpac Shareholder who would
like to receive a copy of any of those documents may obtain a copy {free of charge) during the Offer Period by
contacting the Shareholder Information Line on 1300 217 429 (within Australia) or +61 2 8022 7919 (outside
Australia).
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As permitted by ASIC Corporations (Consents to Statements) Instrument 2016/72 (Corporations Instrument
2016/72), this Target's Statement may include or be accompanied by cerfain stalements:

. which fairly represent what purports to be a statement by an official person;
. which are a correct and fair copy of, or extract from, what purports to be a public official document; or
* which are a correct and fair copy of, or extract from, & statement which has already been publlshed ina

book, journal or comparable publication.

11.6 OTHER MATERIAL INFORMATION

The Target's Statement is required to include all the information that Watpac Shareholders and their professional
advisers would reasonably require to make an informed assessment whether to accept the Offer, but:

. only fo the extent to which it is reasonable for Watpac Shareholders and their professional advisers to
.expect to find this information in this Targel's Statement,and :

. - only if the information is known to any Director.
The Independent Directors are of the opinion that the information that Watpac Shareholders and their professional
advisers would reasonably require to make an informed assessment whether to accept the Offer is:

. the information contained in the Bidder's Statement {to the extent, that the mformatlon is not mcons:stent
Coor superseded by information in th;s Targets Statement)

. - the information contained in Target s releases to ASX, and in the documents lodged by Watpac with
ASIC, prior to the date of this Target's Statement; and

. the information contained in this Target's Statement (includlng the mformatlon contalned in the
Independent Expert S Report) . :

The lndependent D:fectors have assumed, for the purposes of preparing this Target's Statement, that the
information in the Bidder's Statement is accurate {unless they have expressly indicated otherwise in this Target's
Statement). However, the Independent Directors do not take any responsibility for the contents of the Bidder's
Statement and are not to be taken to be endorsing, in any way, any or all of the statements contained iniit.

In deciding what mformat:on should be mctuded in thls Target’s Statement the Independent D:rectors have had

regard o
. the nature of the Watpac Shares;
. * the matters that Watpae Shareholders may reasonably be expected to know;

e - the fact that certain matters may reasonably be expected to be known to Watpac Shareholders’
professional advisers; and :

) the time available to Watpac to prepare this Target's Statement.

1.7 DATE OF TARGET'S STATEMENT
This Target's Statement is dated 29 October 2018, which is the date on which it was lodged with ASIC. . -

1.8 APPROVAL OF TARGET'S STATEMENT
This Targel's Statement has been approved by a resolution passed by the _Directors_ on 28 Ocltober 2018.

Signed for and on behalf of Watpac Limited in accordance with section 351 of the Corporations Act.
Director ' o ' '

Watpac Limited
29 October 2018
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12 GLOSSARY
121 DEFINITIONS
$, A$ or AUD means Australian dollar,
Acceptance Form means the acceptance form enclosed with the Bidder's Statement.

Annual General Meeting means the annual general meeting of Watpac to be held on or around 13 November
2018.

Announcement Date means 29 October 2018,

ASIC means Australian Secunties and Investments Commission.

ASX means ASX Limited (ABN 98 008 624 691).

ASX Listing Rules means the official listing nules of the ASX, as amended from time to time.

Australian Accounting Standards means the accounting standards developed and maintained by the Australian
Accounting Standards Board.

BESIX means BESIX Group SA a limited flability company incorporated in Belgium, under Company No. BCE
0400.459.154, Avenue des Communautés 100, B-1200 Brussels, Belgium.

Bid Imptementation Agreement means the agreement signed between BESIX and Watpac on 28 October 2018
which sets cut the rights and obligations of the parties in this transaction

Bidder's Statement means the bidder's statement in relation to the Offer, prepared by BESIX and dated 29
October 2018 and includes any supplementary bidder's statement.

Board means the board of directors of Watpac.
Brisbane Time means the time in Brishane, Queensland, Australia,

Business Day means a day on which banks are open for general banking business in Brisbane {not being a
Saturday, Sunday or public holiday in that place).

Cash Consideration means the cash consideration offered under the Offer. As at the date of this Target's
Statement, it is $0.92.

Change of Control Contract means client agreements to which Watpac or a subsidiary is a party that contain
change of control provisions that would be triggered as a result of BESIX obtaining over 50% ownership of
Watpac pursuant to the Offer.

Competing Transaction has the meaning given to that term in the Bid Implementation Agreement.

Computershare investor Services means Computershare Investor Services Pty Limited ABN 48 078 279 277.
Corporations Act means Corporations Act 2001 (Cth).

Directors means the current directors of Watpac.

Herbert Smith Freehills means Herbert Smith Freehills ABN 98 773 882 646.

IBC means the independent board committee consisting of the Independent Directors.

Independent Directors means Mr Peter Watson, Ms Linda Evans and Mr Garret Dixon.

Independent Expert means Lonergan Edwards.

Independent Expert's Report means the report prepared by the independent Expert as to whether the Offer is
fair and reascnable and dated 28 Qctober 2018 which is contained in Annexure B fo this Target's Statement,

Lonergan Edwards means Lonergan Edwards & Associates Limited ABN 53 095 445 560.
Luminis Partners Pty Ltd means Luminis Pariners Pty Ltd ABN 82 602 701 235.
Macquarie Securities means Macquarie Securilies (Australia} Limited ACN 002 832 126.

Offer means the takeover offer by BESIX for Watpac Shares under Chapter 6 of the Corporations Act as
described in the Bidder's Statement.
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Offer Period means the period during which the Offer will remain open for acceptance in accordance with clause
3 of Appendix 1 of the Bidder's Statement.

Performance Rights means a performance right issued by Watpac in respect of Watpac Shares or issued by
Watpac in respect of Watpac Shares pursuant o the Annua! General Meeting, whether vested or unvested.

relevant interest has the same meaning as in the Corporations Act.
Related Bodies Corporate has the meaning given in the Corporations Act.

Scheme means the scheme of arangement pursuant to which BESIX proposed to acguire 50% of the Watpac
Shares held by each Watpac Shareholder {other than BESIX) which was announced on 26 February 2018 by
Walpac, but which was ultimately unsuccessful.

Scheme Meeting means the meeting of Watpac Sharehclders which was convened on 7 June 2018 to vote on the
Scheme.

Superior Proposal has the same meaning given in the Bid Implementation Agreement.

Target's Statement means this document (including the attachments), being the statement of Waipac under Part
8.5 Division 3 of the Corporations Act.

VWAP means the volume weighted average price for Watpac Shares traded on the ASX over a specified period.
Watpac means Watpac Limited ACN 010 562 562, P | '
Watpace Change of Control has the meaning given in section 7.9.

Watpac Share means a fully paid ordinary share in Watpac.
Watpac Shareholder means a registered holder of Watpac Shares.

12.2 INTERPRETATION
-Unless the context otherwise requires:

& headings used in this Target's Statement are inserted for convenience and do not affect the interpretation of
~ this Target's Statement, ' '

e wordsor phrases defined in the Corporations Act have the same meaning in this Target's Statement;
e a reference to a section is a reference to a section of this Target's Statement;

s areference o a statute, ordinance, code or other law includes regulations and other instruments under it and
consolidations, amendments, re-enactments or replacements of any of them;

« {he singular includes the plural and vice versa;

= the word "person” includes an individual, a firm, a body corporate, a partnership, a joint venture, an
' unincorporated body or association, or any govemment agency; R

«  Australian dollars, dollars, A$ or § is a reference to the lawful currency of Australia; and

¢ - areference to time Is a reference to the time in Brishane, Queensland, Australia.

Target's Statement ' 8



ANNEXURE A - TREATMENT OF PERFORMANCE RIGHTS

In this Annexure, the following terms are given the following meaning:

Watpac Change of Control means when BESIX acquires a relevant inferest in more than 50% of the Watpac
Shares on issue.

2016 Performance Rights means the Performance Rights issued by Watpac on 25 August 2016 and 28 Oclober
2016,

2017 Performance Rights means the Performance Rights issued by Watpac on 20 September 2017 and 23
October 2017.

2018 Performance Rights means the Performance Rights issued by Watpac on 17 September 2018 and 25
September 2018, and the 450,000 Performance Rights that may be issued by Watpac after the receipt of
shareholder approval at the Annual General Mesting.

1 2016 Performance Rights
in the event of 2 Watpac Change of Control:
(a) 50% of both the EPS tranche and TSR tranche of the 2016 Performance Rights will vest; and
&) the remaining half of the 2016 Performance Rights will be cancelled by Watpac.

2 2017 Performance Rights
In the event of a Watpac Change of Control, and subject to clause 6.1(d} of the Bid Implementation Agreement.
{c) 50% of both the EPS tranche and the TSR tranche of the 2017 Performance Righis will vest during the

Offer Period {and in any event, as soon as possible after a Watpac Change of Control, such that vesting
occurs prior to the end of the Offer Period).

{d) The vesting conditions of the remaining 50% of the 2017 Performance Rights will be amended as
follows:
{i) half of the remaining 2017 Performance Rights {comprising 25% of the total 2017

Performance Rights on issue) wilt vest if the Watpac FY19 budgeted net profit result approved
by the Watpac Board is achieved by Watpac. if the Watpac FY19 budgeted net profit resuit
approved by the Watpac Board is not achieved by Watpac, then these Performance Rights
will lapse; and

{ii) the remaining half of the 2017 Performance Rights (comprising 256% of the total 2017

Performance Rights on issue) will vest if the Watpac FY20 budgeted net profit result which is
approved by the Walpac Board is achieved by Watpac. If the Watpac FY20 budgeted net
profit result which is approved by the Watpac Board is not achieved by Watpac, then these
Performance Rights will lapse.

The terms of the 2017 Performance Rights will otherwise remain the same,

3 2018 Performance Rights
In the event of a Watpac Change of Control, the 2018 Performance Rights will be cancelled by Walpac and the

parties will use reasonable endeavours to replace the 2018 Performance Rights with a new employee retention
and incentive structure in accordance with clause 6.1(b) of the Bid implementation Agreement.
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ANNEXURE B ~INDEPENDENT EXPERT'S REPORT
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The Independent Board Committee

LONERGAN EDWARDS

& ASSOCIATES LIMITED

\

ABN 53 095 445 560

AFS Licence No 2463532

Level 7, 64 Castlereagh Street
Sydney NSW 2000 Australia

GPO Box 1640, Sydney NSW 2001

Watpac Limited Telephone: [61 2} 8235 7500
Level 1 www.lonerganedwards.com.au

12 Commercial Road
Newstead QLD 4006

28 October 2018

Subject: Takeover offer for Watpac Limited

Dear Independent Board Committee

Introduction

1

On 26 February 2018, Watpac Limited (Watpac or the Company) announced that it had
entered into a Scheme Implementation Agreement (the Agreement) with its major shareholder
BESIX Group SA (BESIX). Had Watpac shareholders! approved this transaction (Scheme),
BESIX would have increased its interest in Watpac from 28.1% to 64.1% by acquiring 50%
of the issued shares in Watpac that it did not own for an offer consideration of $0.92 cash per
share.

Whilst 89.86% of Watpac shareholders voting on the Scheme (by number) voted in favour of
the transaction, the Scheme did not obtain the required (75%) level of shareholder support by
number of shares voted on the Scheme. As a result, the Scheme was not implemented.

BESIX has now announced an unconditional takeover offer at $0.92 cash per share for all the
shares in Watpac it does not own (the Offer). In addition to the Offer, we understand that
BESIX also intends to buy Watpac shares on-market at a price of up to $0.92 per share
through its nominee (Macquarie Capital).

Watpac

4

Watpac is a national construction and civil and mining services company with operations
across all mainland states and territories in Australia. The Company currently operates across
two business segments, being Construction and Civil & Mining?, and serves a variety of
clients including local, state and federal governments, private developers, retailers,
commercial and industrial entities, mining companies and sports and community
organisations.

Unless the context requires otherwise, a reference to “Watpac shareholders™ in this report is a reference to Watpac
shareholders other than BESIX.

Legacy property assets owned by the Company and allocated to the Property segment are in the process of being
sold.
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BESIX

5 BESIX is a leading Belgian multi-services group, operating in the contracting, concessions
and property development sectors. Headquartered in Brussels (Belgium), BESIX was
founded in 1909 and is active in practically every field of construction and caters for
multi-size projects. The contracting activities of BESIX include buildings, infrastructure,
marine works, sports and leisure, environment, industry as well as piling and foundations.
BESIX employs about 14,000 employees actlve in 22 countries across Australia, Europe
Africa, the Middle East and South Asw

Purpose of report

6 The Independent Directors of Watpac have requested that Lonergan Edwards & Associates
Limited (LEA) prepare an independent expert’s report (IER) stating whether, in our opinion,
the Offer is fair and reasonable to Watpac shareholders and the reasons for that opinion. LEA
is independent of Watpac and BESIX and has no other involvement or interest in the Offer.

Summary of opinion
7 In our opinion, the Offer is fair and reasonable to Watpac sharcholders We have formed this
opinion for the reasons set out beiow S :

Value of Watpac

8  We have assessed the value of Watpac shares on a 100% contro}hng interest basis at $0.81 to
$0.95 per share, as shown below 3

ation summary

Construction Business S o 126 605 738,
Civil & Mining Business B 137 440 530
Property assets he]d for sale : _ o 142 16.0 16.5
Surplus cash R 150 . 20.0 20.0
Tax losses and R&DM tax offsets S 152 9.3 12.3
Total equity value R 1498 175.6
Fully diluted shares on issue (million) S 158 . 1851 185.1
Equity value per share o | | S $0.81 $0.95
Note: |

1 Research and development (R&D).

Assessment of fairness

9 Pursuant to the Australian Securities & Investments Commission (ASIC) Regulatory
Guide 111 — Content of expert reports (RG 111) an offer is “fair” if the value of the offer
consideration is equal to or greater than the value of the securities the subject of the offer.
This comparlson for Watpac shares is shown below:



LONERGAN EDWARDS
& ASSOCIATES LIMITED

. .Vali.'lé."ozf O (e cons :

Value of 100% of Watpac (on 2 controlling interest basis) 0.81 . 0.88
Extent to which the Offer consideration exceeds (or is less
than) the value of Watpac 0.11 {0.03) 0.04

10 As the Offer consideration is toward the high end of our assessed valuation range for Watpac
shares on a 100% controlling interest basis, in our opinion, the Offer is fair to Watpac
shareholders when assessed based on the guidelines set out in RG 111.

Assessment of reasonableness

11 Pursuant to RG 111, a transaction is reasonable if it is fair. Consequently, in our opinion, the
Offer is also “reasonable” in the absence of a superior proposal.

12 Further, in our opinion, the Offer is “reasonable” because:

(a) the Offer consideration represents a significant premium to the recent market prices of
Watpac shares prior to the announcement of the Offer

(b) in the absence of the Offer, the price of Watpac shares is likely to trade at a significant
discount to our valuation and the Offer consideration due to the portfolio nature of
individual shareholdings.

13 Further, in our opinion, it is highly unlikely that a higher offer will be received from a third
party prior to the close of the Offer.

General

14 In preparing this report we have considered the interests of Watpac shareholders as a whole.
Accordingly, this report only contains general financial advice and does not consider the
personal objectives, financial situations or requirements of individual shareholders.

15 The impact of accepting the Offer on the tax position of Watpac shareholders depends on the
individual circumstances of each investor. Watpac shareholders should read the Target
Statement and consult their own professional advisers if in doubt as to the taxation
consequences of the Offer.

16  The ultimate decision whether to approve the Offer should be based on each Watpac
shareholder’s assessment of their own circumstances. If Watpac shareholders are in doubt
about the action they should take in relation to the Offer or matters dealt with in this report,
shareholders should seek independent professional advice. For our full opinion on the Offer
and the reasoning behind our opinion, we recommend that Watpac shareholders read the
remainder of our report.

Yours faithfully

G Al

Craig Edwards Martin Holt
Authorised Representative Authorised Representative
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Key terms of the Offer

On 26 February 2018, Watpac Limited (Watpac or the Company) announced that it had
entered into a Scheme Implementation Agreement (the Agreement) with its major shareholder
BESIX Group SA (BESIX). Had Watpac shareholders approved this transaction (Scheme),
BESIX would have increased its interest in Watpac from 28.1% to 64.1% by acquiring 50%
of the issued shares in Watpac that it did not own for an offer consideration of $0.92 cash per
share. :

Whilst 89.86% of Watpac shareholders voting on the Scheme (by number) voted in favour of
the transaction, the Scheme did not obtain the required (75%) level of shareholder support by
number of shares voted on the Scheme. As a result, the Scheme was not implemented.

BESIX has now announced an unconditional takeover offer at $0.92 cash per share for all the
shares in Watpac it does not own (the Offer). We understand that BESIX also intends to buy
Watpac shares on-market at a price of up to $0.92 per share through its nominee (Macquarie
Capital). S o o ' .
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II Scope of our report

Purpose

20 As BESIX and Watpac have common directors there is a statutory requirement to obtain an
IER in relation to the Offer. Accordingly, the Independent Directors of Watpac have
requested that LEA prepare an [ER stating whether, in LEA’s opinion, the Offer is “fair and
reasonable”.

21  This report has been prepared to assist the Independent Directors of Watpac in making their
recommendation to Watpac shareholders in relation to the Offer and to assist the shareholders
of Watpac assess the merits of the Offer. The sole purpose of this report is to set out LEA’s
opinion as to whether the Offer is fair and reasonable. This report should not be used for any
other purpose.

22 The ultimate decision whether to accept the Offer should be based on each shareholders’
assessment of their own circumstances, including their risk profile, liquidity preference, tax
position and expectations as to value and future market conditions. If in doubt about the Offer
or matters dealt with in this report, shareholders should seek independent professional advice.

Basis of assessment

23 In preparing our report we have given due consideration to the Regulatory Guides issued by
ASIC including, in particular, RG 111,

24 RG 111 distinguishes “fair” from “reasonable” and considers:

(a) the Offer to be “fair” if the value of the Offer consideration is equal to or greater than
the value of the securities that are the subject of the Offer. A comparison must be made
assuming 100% ownership of the target company

(b} the Offer to be “reasonable” if it is fair. The Offer may also be “reasonable” if, despite
not being “fair”, the expert believes there are sufficient reasons for shareholders to
approve the Offer in the absence of a superior proposal.

25  Owur report has therefore considered:

(a) the market value of 100% of the shares in Watpac
(b) the value of the Offer consideration of $0.92 cash per share

(¢) the extent to which (a) and (b) differ (in order to assess whether the Offer is fair under
RG111)

(d) the listed market price of Watpac shares prior to the announcement of the Offer
(¢} the extent to which a control premium is being paid to Watpac shareholders

()  the value of Watpac 10 an alternative offeror and the likelihood of a superior proposal
being made for Watpac prior to the closing date of the Offer

(g) the likely market price of Watpac securities if the Offer is not accepted.
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Limitations and reliance on information

26

27

28

29

30

31

Our opinions are based on the economic, share market, financial and other conditions and
expectations prevailing at the date of this report. Such conditions can change sxgmﬁcantly
over relatively short periods of time. : :

Our report is also based upon financial and other information provided by Watpac and its
advisers. We understand the accounting and other financial information that was provided to
us has been prepared in accordance with the Australian equivalents to International Financial
Reporting Standards. We have considered and relied upon this information and believe that
the information provided is reliable, complete and not misleading and we have no reason to
believe that material facts have been withheld.

The information provided was evaluated through analysis, enquiry and review to the extent
considered appropriate for the purpose of forming an opinion on the Offer from the
perspective of Watpac securityholders. However, we do not warrant that our enquiries have
identified or verified all of the matters which an audit, extensive examination or “due
d1hgence” mvestrgatlon might disclose. Whilst LEA has made what it considers to be
appropriate enquiries for the purpose of forming its opinion, “due diligence” of the type

- undertaken by companies and their advisers in relation to (for example) prosPectuses or proﬁt
forecasts is beyond the scope of an [ER. S

Accordingly, this report and the opinions expressed therein should be considered more in the
nature of an overall review of the anticipated commercial and financial implications of the
proposed transaction, rather than a comprehensive audit or investigation of detailed matters.
Further, this report and the opinions therein, must be considered as a whole. Selecting
specific sections or opinions without context or considering all factors together, could create a
misleading or incorrect view or opinion. This report is a result of a complcx valuatlon process
that does not lend itself to a partial analysis or summary.

An 1mportant part of thc information base used in forming an opinion of the kind expressed in
this report is comprised of the opinions and judgement of management of the relevant
companies This type of information has also been evaluated through analysis, enquiry and
review to the extent practical. However, it must be recognised that such information i is not
always capable of extemai verlﬁcatlon or vahdaﬂon ‘ : :

We in no way guarantee the achievability of any budgets or forecasts of future profits.
Budgets and forecasts are inherently uncertain. They are predictions by management of
future events which cannot be assured and are necessarily based on assumptions of future
events, many of which are beyond the control of management. Actual results may vary
significantly from forecasts and budgets with consequential valuation impacts. '
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IIT Profile of Watpac

Overview

32 Watpac is a national construction and civil and mining services company with operations
across all mainland states and territories in Australia. The Company operates across two
business segments, being Construction and Civil & Mining3, and serves a variety of clients
including local, state and federal governments, private developers, retailers, commercial and
industrial entities, resource companies and sports and community organisations.

History

33  Watpac’s construction business was founded in 1983. Following two years of expansion,
which included completing projects such as the iconic Brisbane Entertainment Centre,
Watpac listed on the Australian Securities Exchange (ASX) in 1985.

34 Over the five years to 2008, Watpac made a number of strategic acquisitions that broadened
both its service offering and geographical reach. A summary of these acquisitions is as
follows:

- Acquisition e -
Grant construction company based in Northwest Sydney
Constructions  generating revenues in excess of $100 million per annum and targeting
($3.3 million)  projects valued at up to $40 million. The company was established in

1990 and employed over 80 staff.
Nov 2007 JA Dodd A Melbourne based building, civil and landscape construction company
($15 million)  with annual turnover in excess of $100 million. The company was
renowned for providing quality building, civil infrastructure and targeted
projects with a value of less than $20 million.
Aug 2008  JMS Group An Australian wide civil construction and mining services company with
(520 million) estimated revenues of approximately $120 million and around 250 staff.

The company specialised in working in remote and logistically difficult

locations, supperted by offices in Brisbane, Perth, Adelaide and

Townsville.

35  The above acquisitions enabled Watpac to diversify geographically, with the acquisitions of
Grant Constructions and J A Dodd providing the Company with a base to expand into the
New South Wales (NSW) and Victorian construction markets respectively. The addition of
the JMS Group, which had operations in Perth and Adelaide, also expanded Watpac’s
operations beyond the east coast of Australia and into the mining services sector,

Current operations

36  Watpac is headquartered in Queensland (QLD), with offices located in Brisbane, Sydney,
Melbourne, Adelaide, Perth, Townsville and Port Macquarie. It employs approximately
700 staff and has successfully delivered projects worth more than $12 billion (in aggregate)
over its history. Watpac’s operations are organised into two business segments, summarised
as follows:

3 Legacy property assets owned by the Company and allocated to the Property segment are in the process of being
sold.
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Note:
I Before s:gmf icant items. in addmon the Company teported underlying ¢armngs hefare interest, tax and amortisation of acquired
- intangibles (EBITA) of negative $17.8 million from corporate functions and inter segment eliminations.

Constructlon L o : . :
37  Construction is Watpac s largcst operating division and has a hlstory datmg back over
30 years. The segment focuses on the provision of building construction, refurbishment and
project and design management services. The business operates nationally, with established
project teams based in QLD, NSW, Victoria and South Australla and a presence in the
Australian Capital Territory and the Northern Territory. '

38 Watpac Construction targets a range of sectors such as health and science, education, defence
and secure environments, stadiums, commercial, residential and accommodation. Key
customers include local, state and federal governments, resource companies, airports,
universities and education providers, commermal remdential and industrial property
developers, and real estate trusts.

39 The Construction segment has been negatively impacted by a number of loss-making
contracts in recent periods, examples of which have included:

(a) 333 George Street, Sydney — which was adversely impacted by a major flood event in
‘January 2016, in addition to site access and latent condition issues ' '

(b) ANSTO Mo-99 Facility, Lucas Heights — which was negatively impacted by mltlal
design issues as well as the performance of certain subcontractors.

Civil & Mining

40  The Civil & Mining segment commenced operations following the acquisition of JMS Group
in August 2008. It has delivered complex mining and civil projects in remote locations, from
the Pilbara and Kalgootlie regions in Western Australia (WA), to the Bowen Basin in QLD.
Mining services include project management, contract open-cut mining, drilling and blasting,
and mineral and processing facilities. Civil infrastructure activities include mine access and
haul roads, tailings dams, airfields, storage dams, marine works, bulk earthworks bndge and
road works, dramage and pipework. : :
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Property . : o _

41  Watpac holds properties at two locations in QLID which have a carrying value of $4.2 million.
These properties were originally acquired as part of the Company’s property development
activities, which are subject to a realisation campaign as a result of the competing capital
interests of the group. The properties are yet to be sold due to unique circumstances that have
since been addressed in order to maximise value prior to an orderly sale. Watpac currently
anticipates that the remaining property assets will be divested over the next 12 months.

Work-in-hand. -

42 The following charts show a breakdown of Watpac’s work-in-hand by region and industry
sector as at 30 June 2018:

Agedea ivil & mining Other
Residentidl & 5 o, ! 7%, . o™
accomodation, 4 i ’
o9ms

Note:
1 Rounding differences exst.

43 With respect to the above we note that:
(a) Watpac’s level of work-in-hand as at 30 June 2018 is weighted towards its largest
markets along the east coast Australian states

{b) some 98.3% of the Company’s work-in-hand is associated with its Construction
business

(c) Watpac’s largest industry exposures are to the health and science (32.6%), special and
secure environments (21.8%), and education (17.1%) sectors.

Financial performance

44  The financial performance of Watpac for the five years ended 30 June 2018 (FY18) is set out
below:
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Revenue

Underlying EBITA®
Financial expenses
Significant items®

Profit before tax

Income tax (expense) / benefit
Net profit after tax

Revenue growth
Underlying EBITA margin

Note:
1 Rounding differences exist.
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12030 12185 12231 1,1087  1,080.0
36.0 31.1 11.8 3.0 G.0)
(10.8) (6.6) (3.3) (2.6) (2.0)
0.7) (9.1) (38.8) (33.7) (41.9)
4.5 15.5 (30.4) (33.0) (46.9)
(6.7) (4.0) 9.0 1.8 (10.0)

17.9 11.5 (1.4) (31.4) (36.9)
(18.4%) 1.3% 04%  (94%)  (2.6%)

- 3.0% 1.0% 03% . (0.3%)

2.6%

2 Before significant iterns. It should be noted that Watpac includes interest income in earnings before
interest, tax, depreciation and amortisation (EBITDA) and EBITA on the basis that the interest
income largely arises due fo the receipt of customer revenue in advance of paying subcontractors and
creditors (i.e. working caplta] management) rather than on company cash balances

3 Significant items comprise:
Gain on sale of land and buildings
Scheme costs
Impairment charges
Restructuring expenses
New business expenditure
Total significant items

. - 27 . -
- . - - (1.9)
©7 - (0. @15 (29.6) (34.5)
. - (5.5)
- - - @.1) -
©.7) G.0) (38.8) @1.9)

(3.7)

45 In addition to the above, we set out below the key financial measures by operating segment:

Watpac — segment performancet!

Construction revenue
Civil & Mining revenue
Propesty revenue
Elimination

Total revenue

Construction margin

Civil & Mining margin

Property margin

Unallocated and elimination

Total EBITA (before significant items)

Construction work-in-hand (vear end)
Civil & Mining work-in-hand (vear end)
Total work-in-hand (year end)

Construction EBITA margin®™
Civil & Mining EBITA margin®

m
. . ,048. . 987.3
2878 284.0 166.5 148.9 81.4
55.6 5.1 8.0 7.3 11.3
3.0 - - - ]
1203.0 12185 1,293 1,108.7  1,080.0
'25.8 35.0 27.5 13.4 22.1
238 14.4 0.9 8.0 (1.0)
07 (0.5) 0.1 (0.4) (0.3)
(14.3)  (17.8) (16.6) (18.0) (17.8)
36.0 31.1 11.8 3.0 (3.0)
1,392.0 L1590  1,609.0 13200 17244
449.0 219.0 156.0 48.0 29.6
18410 13780 17650 13680 17540
3.0% 3.8% 2.6% 1.4% 2.2%
8.3% 51% - 0.5% 5.4% (8.6%)
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. Note: - .y .
1 Rounding differences exist.
2 Prior to unallocated corporate costs.

Historical performance

46  Revenue and work-in-hand levels for the Construction segment increased over the three years
to FY 16, initially driven in part by improved residential construction activity levels in the east
coast construction sector but more recently by improvements to Watpac’s balance sheet
strength to support increased bonding lines and project execution capacity. Over the same
period, revenue and work-in-hand for the Civil & Mining segment decreased reflecting
difficult industry conditions (following a petiod of falling commodity prices) initially that led
to subdued levels of activity in the resources sector, with selective tendering practices for
longer-term projects subject to cost escalation risk resulting in lower comparative work
volumes more recently, as optimism has returned to the sector.

47  Underlying EBITA reduced from $36.0 million in FY14 to $11.8 million in FY16. This
predominantly reflected:

(a) asignificant reduction in earnings derived from the Civil & Mining segment, due to
challenging conditions in the resources industry, a reduction of available work in the
iron ore industry; and

(b) losses recognised on two major projects in the Construction segment4.

Year to 30 June 2017 (FY17)

48 Revenue decreased by 9.4% in FY'17, primarily due to the reduction in Construction revenues
associated with the recalibration of work-in-hand to preferred sectors, as well as the timing of
major new project awards. Civil & Mining revenue also decreased in FY17, despite an
improvement in underlying industry conditions in the resources sector in the second half of
the reporting period.

49  Underlying EBITA decreased by $8.8 million compared to FY16, which reflected a
combination of the following:

(a) adecrease in EBITA from the Construction segment of $14.1 million, due to a decline
in revenue as well as cost escalation pressures’ predominately on certain residential
projects awarded in previous periods

(b) an increase in EBITA from the Civil & Mining segment of $7.1 million (from a low
base), notwithstanding a reduction in revenue, due to enhanced operational
performance, innovative work methods and flexibility and interchangeability of its plant
and equipment fleet6

Namely the 333 George Street project and the ANSTO Mo-99 Facility project {refer Section VI).

5 Inits FY17 results presentation, Watpac management stated that these cost escalations exceeded those typically
expetienced over the long term and this adversely impacted EBITA by some $20 million.

6  During FY17, plant and equipment for the Civil & Mining segment was impaired by some $29.6 million due to low
work-in-hand levels.
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' (c) “EBITA from the Property segment decreasing by $0.5 million; and

(d) an increase in underlying corporate costs of $1.2 million (before allowance for
non-recurring costs of $4.1 million associated with new business development) and an
increase in elimination ad_;ustments of $0.2 million. =

Year to 30 June 2018 (FY18)

50  Revenue decreased marginally (2.6%) in FY18 compared to FY17, primarily due to a material
reduction in Civil & Mining segment revenue attributable to low levels of work-in-hand. This
more than offset the 3.7% increase in revenue in the Construction segment.

51 Underlying EBITA decreased by $6.0 million compared to FY17 (an EBITA loss of
$3.0 million was incurred in FY18), which primarily reflected the following:

(a) EBITA in the Construction segment improving by $8.7 million due to higher revenues
and profit margins

(b) an EBITA loss by the Civil & Mining segment of $7.0 million, due to the low level of
work-in-hand and completion of several projects. During the per:od no new mmmg
projects were awarded to this division

(¢) areduction in unallocated overheads of $0.2 million.

FY19 outlook
52 Inits FY18 results announcement, Watpac provided the following comments regarding the
outlook for FY19:

“In FY18 almost $1.4 billion in new building work was secured, including the second stage of
the Hornsby Ku-ring-gai Hospital redevelopment, the Deakin Law School building, the multi-
site Department of Defence Explosive Ordnance Logistics Reform Programs, the Rheinmetall
Defence Australia Mlhtaty Vehicle Cenire of Excellence and the Adelaide Airport Terminal
Expanswn : _

With a strong workbook and renewed focus ... the Group [is] well poised for a refurn to
profitability.” ' CoTe R : . L

Financial position
53  The financial position of Watpac as at 30 June 2018, set out by busmess segmem is shown
below: o _
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\Vat ac — statem

LLL
Cash and cash equivalents 238.0

: - 238.0
Trade and other receivables 294 4.0 113 44.8
Work in progress 79.4 4.0 - 834
Inventory 0.1 - - 0.1
Creditors and accruals (current) (288.3) {1.2) 0.1) (295.7)
Provisions (current) - (5.6) - (5.6)
Net working capital 58.6 4.9 11.2 65.1
Plant and equipment 8.5 473 - 55.9
Property - - 4.2 4.2
Goodwill 17.7 - - 17.7
Deferred tax assets 13.7 - - 13.7
Trade and other payables (non-current) (12.0) - . (12.0€)
Employee benefits / provisions (non-current) 3.1) (1.0 - (4.1)
Total funds employed 835 41.5 15.4 140.4
Borrowings * - - -
Net assets 83.5 41.5 154 140.4
Net tangible assets® 52.1 41.5 154 109.0
Net tangible assets per share®® $0.59
Note:

1 Rounding differences exist.
2 Excludes goodwill and deferred tax assets.
3 Based on fully diluted shares on issue of 185.1 million.

Cash and working capital

54  Consistent with construction companies generally, Watpac receives cash payments from its
customers in advance of paying its workforce and subcontractors and as a result holds
relatively high levels of cash. However, this cash balance should be viewed in light of
Watpac’s overall net working capital position, as only a portion of the cash balance is actually
surplus to the operating requirements of the Construction business.

Property

55  Following the sale of a property in May 2018 for $11.3 million (which settled in September
2018), Watpac owns properties at two locations in QLD which have a carrying value of
$4.2 million. These properties were originally acquired as part of the Company’s property
development activities, but are now in a realisation phase.

Plant and equipment

56  Plant and equipment is carried at historical cost less accumulated depreciation and
impairment. The vast majority of Watpac’s plant and equipment relates to a range of mining
and civil equipment held by the Civil & Mining segment. This plant and equipment was
impaired by $26.5 million in FY18 and $25.1 million in FY17.
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57 Goodwill is carried at cost less any impairment losses and is tested annually for impairment
using the value in use method. As at 30 June 2018, a pre-tax discount rate of 14.3% was

adopted for impairment testing purposes.

Financing facilities

58  Asat 30 June 2018, the Group had the following financing facilities in place:

ank guarantees

125.8

03 :
245.0

Insurance company bondmg _ 119.2
Total bonding _ o 2055 . 209.5 415.0
Equipment finance .. .. - e . 20

Note:
! Rounding differences exist.

2.0

59 In respect of the above we note that:

(@)

of the $415.0 million bonding in place as at 30 June 2018, $170.0 million of these

facilities were provided on a committed basis, and $245.0 m_ﬂlmn on an uncommltted

| bas:s (which has subsequently reduced by $40 mlihon)
®)

basis. This facility is due to mature in November 2020

(c)

2 syndicate of lenders provides the Company s commltted bank guarantees ona secured

the Company’s uncommitted insurance bond facilities are provided by four insurance

companies on an unsecured basis and are subject to certain unsecured Company
guarantees. The insurance bond facilities have varying maturity dates and are subject to

annual reviews

(d

Watpac maintains bank guarantees and insurance bonding facilities well in excess of

current requirements (based on recent annual revenue of around $l bll]lOﬂ) Further

details on these facilities are dlscussed in Secuon VI

Share capital and performance

60  Watpac has 183.4 million fully paid ordinary shares on issue. In addition the Company has
5.755 million performance rights issued to employees, and plans to issue a further 450,000
performance rights in November 2018 (subject to shareholder approval at the AGM). The
performance rights convert to shares on a one for one basis with no consideration payable
upon the satisfaction of certain performance conditions. Further information on the
performance rights and their treatment for valuation purposes is set out in Section V1.

Significant shareholders

61  Asat 15 October 2018, based on substantial shareholder notices ]odged with the ASX, the
significant shareholders in Watpac (1 e. shareholders w1th an mterest in Watpac of more than

3%) were as follows
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Commonwealth Bank of Australia 8.7
Adam Smith Asset Management Pty Ltd 10.9 5.9
76.1 427

Note:
I Rounding differences exist...* :

62  BESIX first acquired a substantial holding in Watpac during April and May 2013 after
entering into agreements to purchase a 15.6% interest from a major Watpac sharcholder,
Mr Kevin Seymour (who sold 15.01%), and other parties. BESIX subsequently acquired
additional Watpac shares that increased its shareholding to 19.0% by the end of 2013. Its
interest has since increased (in aggregate) by a further 9.1% to take its current shareholding to
28.1% (including shares acquired under the creep provisions permissible under the
Corporations Act, participation in Watpac’s dividend reinvestment plan and the effect of a
buy back in 2017 which reduced total shares on issue).

Share price performance
63  The following chart illustrates the movement in the share price of Watpac from
1 January 2017 to 15 October 2018:

$1.20
$0.90 All Ordinaries Index
$0.60
$030
Jan 17 Jun 17 Nov 17 Apr 18 Sep 18

Note:

1 Based on closing prices. The All Ordinaries Index has been rebased to the Watpac’s last traded price on 3 January 2017 (note
Watpac shates did not trade on | January 2017 or 2 January 2017 due to public holiday), being $0.78.

Source: Bloomberg.

64  Watpac shares have underperformed the All Ordinaries Index. This appears to be attributable
to recent earnings declines in the Construction business and the continued reduction in the
level of work, revenue and earnings for the Civil & Mining business.
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Liquidity in Watpac shares

65  The liquidity in Watpac shares based on trading on the ASX over the 12 month period prior to
15 October 2018 is set out below: ‘ ‘

1 month 16 Sep 18 15 Oct 18 1,277 183,386 0.7 - 84
3 months 16 Jul 18 150ct 18 6,405 183,386 3.5 14.0
6 months 16 Apr 18 150ct 18 16,580 183,386 .90 o181
1 year 16 Oct 17 15 0ct 18 +30,702 183,392 16.7 16.7
Note:

1 Weighted average number of shares outstanding (WANOS) during relevant period.
2 Number of shares traded during the period divided by WANOS.
3 Implied annualised figure based upon implied level of liquidity for the period.

66  As indicated in the table above, the level of frading in Watpac shares (as a percentage of the
total number of shares on issue) has been low. However, we note that the value of Watpac
shares traded in the 12 months prior to 15 Octob_er 2018 totalled $22.6 million.
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IV Industry everview

Introduction

67  Watpac provides building construction, refurbishment and design management services to a
variety of clients throughout Australia. The Company primarily targets the residential and
non-residential segments of the Australian building and construction industry, with a focus on
residential, accommodation, health and science, education, defence and secure environments,
stadiums and commercial projects.

Building and construction activity

68  The value of turnover for the Australian building and construction industry was $231 billion
in the year to 30 June 2018, having grown at a compound annual growth rate (CAGR) of
11.0% over the last 10 years, The construction and building industry is one of Australia’s
largest employers, accounting for around 10% of Australia’s workforce.

69 A split of the Australian building and construction industry into three key segments is as
follows, noting that the residential and non-residential sectors represent approximately 55% of
the total industry:

(a) engineering construction — this represents approximately 45% of industry revenue?
and involves major infrastructure, mining and heavy industrial resource-based project
construction

(b) residential building — refers to the construction of new houses, units and multi-storey
apartments as well as housing alterations and additions to existing dwellings.
Residential building represents approximately 35% of total industry revenue

(c) non-residential building — this accounts for approximately 20% of industry revenue
and relates to the construction of commercial buildings such as offices, shops and
factories as well as institutions like schools and hospitals.

70  The following chart sets out Australian building and construction revenue by segment over
the 20 years to June 2018:

7 Engineering construction accounted for approximately 60% of industry revenue during peak mining levels in 2012
and 2013 but following the decrease in mining investment over recent years has since declined,
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Note:

b The rebound in engineering construction frots September 2017 is primarly the result of the arrival of two large liquid gas modutes
{which are manufactured offshore and included in the ABS numbers). ‘ '

Source: Austraiian Bureau of Statistics (ABS).

71 The engineering construction sector recorded a period of significant growth up to the 2012
and 2013 years which was largely driven by growth in mining (primarily iron ore and coal),
energy (most notably liquid natural gas) and infrastructure projects to support the export of
such commodities. Engineering construction levels peaked in March 2013 (which roughly
coincided with peak mining levels) and have since dechned as mvestment in mlmng ‘
constructfon has slowed$. - :

72 A more detailed summary of turnover for Watpac’s key residential and accommodation (i.e.
including hotels) and non-remdentrai sectors, over the 20 years to June 2018, is set out as
follows: - SR S

8§ The partial recovery post September 2017 is due to the importation of two significant liquid natural gas platforms.
- Notwithstanding that this work is undertaken overseas, the ABS includes this as new construction.

20
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mResidentinl % Non-residential

54

36

014 2016 2018

Seurce: ABS.

73 Residential building construction levels have increased substantially since 2012, driven in part
by a prolonged period of low mortgage rates which has increased demand from both investors
and new home buyers. As indicated below, the majority of this growth has centred around
high rise multi-unit apartment construction (particularly in NSW, Victoria and QLD).

74 The slowdown in business activity that followed the global financial crisis (GFC) in 2008,
which was attributable to, inter alia, limited availability of finance, resulted in a significant
decline in commercial building activity. In response, the Federal Government funded a
stimulus package targeting the education and health sectors. This essentially brought forward
later years’ expenditure and more than offset the decline in commercial related activity,
resulting in record non-residential building levels. This also partially explains why non-
residential building turnover levels only exceeded the 2011 levels in 2016.

Residential building

75  The chart below shows a summary of the number of dwellings under construction for the
20 years to June 2018. It also highlights the magnitude by which recent residential building
activity has been driven by Other Residential (i.e. multi-unit apartment dwellings and
townhouses) construction;

21
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below, .

The value of residential construction activity has increased at a CAGR of 6.0% over the

10 years to June 2018 to reach $78.3 billion. This activity is comprised of the construction of
new houses and new Other Residential dwellings (new multi-unit apartments and
townhouses) as well as the level of alterations and additions to existing dwellings, as set out

= Allerations & additions = Other Residemial @ Houses
P
24
16
.8 g
%
&
2
Jun-08
Source: ABS.

Trends in the construction of residential housing are generally driven by house prices,
population growth and levels of housing affordability. Of these, the direction of house prices
tends to be the most significant driver, with rising house prices typically driving new dwelling
investment. Growth in residential high density construction is also associated with growth in
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non-residential construction, for example as governments look to add urban infrastructure to
such areas.

78  Over the five years to June 2013, residential construction in Australia grew at a CAGR of
2.6% per annum, reflective of the relatively modest growth in property prices throughout this
period. In the five years to June 2018, however, residential construction benefited from the
significant increase in property prices (particularly in Sydney and Melbourne), a period of
record low borrowing costs and continued population growth. This resulted in residential
construction turnover growing at a CAGR of 9.5% per annum. Over this period, Other
Residential construction increased at a CAGR of 15.8% per annum, due to a significant
increase in construction of high density residential dwellings along the eastern state capital
cities.

79  Key indicators for residential building activity, including loan approval levels, house prices,
auction clearance rates and lending levels, appear to have peaked towards the end of 2017.
There has also been a period of increased scrutiny from lenders, particularly around
investment and interest only loans. Given investor demand has driven Other Residential
building activity in recent periods, the level of high rise apartment construction activity is
expected to moderate over the coming years (albeit from record levels).

Non-residential building

80 Non-residential building activity reached record levels of $42.8 billion for the year to
30 June 2018, with the level of sector diversification increasing significantly since the last
peak in the year to 30 June 2011%...

idential con

# Retail / wholesale & Offices = Education
- Health & aged care & {ndustrial = Enteddainment / recreation
" Accomodation 1 Other

30

20
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Source: ABS.

81  In the period post the winding back of the Federal Government’s stimulus spending on
education and health in 2010 and 2011, annual growth in non-residential construction has
gradually increased annually. This generally reflects growth in certain non-residential

9 Which, as stated above, was largely driven by the Federal Government-driven stimulus package post the GFC that
targeted the education and healthcare sectors.
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property segments such as education, health and aged care, entertainment and recreation and
accommodation, modest growth for the industrial property segment and declmmg expendature
for the office property segment. : :

Competition

82 Market share concentration is relatively low in the Australian building and construction
industry, with the largest 10 participants estimated to account (in aggregate) for
approximately 10% of industry revenue. As a result competition levels are generally very
high. The largest firms include CIMIC Group, LendLease Group and Downer EDI and these
companies tend to be large scale, multidisciplinary organisations with a capacny to operate
across many segments of the construction and bulldmg industries.

83 Bamers to entry also vary by mdustry sub-segment accordmg to the level of complexity of
construction and the level of capital intensity. Barriers are generally lowest and competition
highest in the housing construction sector, where there are numerous smaller operators willing
to predominantly compete on price. Barriers to entry tend to be higher (and competition
comparatively lower} in the non-residential building sector due fo increased size, scale and
level of sophistication of the work required (including an understanding of complex '
construction technologies).

Growth drivers

84  Growth in the Australian building and construction industry is underpinned by a number of
factors including the size of the Australian population, house prices, housing affordability and
interest rates and government funding. A summary of these drivers shown across the
resndential and non- remdcntial bmldmg mdustrles is as fol]ows

opulation
House prices

Housing affordability and interest rates =~
Govemnment funding o

ASRNENEN
LSRN

Population growth

85 Construction and building actmty has a high correlation with population size. In general,
increasing population levels drive demand for residential housing, non-residential social
infrastructure (such as education and healthcare facilities) as well as mvestment m civil
infrastructure (such as roads, rail, water and wastewater facilities). '

86  Australia’s population has grown at 1.6% per annum over the 10 years to 31 March 2018,
which ranked among the highest rate of growth in the developed world!0. Population growth
is expected to continue at relatively high levels into the foresceable future, in part due to
Australla s relatively high immigration levels : :

10 Source: ABS.
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87  Further, the number of Australians aged 65 and over is projected to increase at 2.8% per
annum from 3.8 million in FY17 (or 15% of the total population) to 7.2 million (or 20% of the
total population) by FY4011. Given this age group is a key driver of health expenditure and
aged care facilities, the ageing of Australia’s population is likely to increase demand for
construction of healthcare and aged care facilities.

House prices

88  The direction of residential property prices tends to influence the level of new dwelling
investment, with increasing house prices associated with higher levels of building activity and
vice versa. The weighted average house price growth across Australia’s eight capital cities
increased by approximately 61.8%12 in the 10 years to June 201813,

s Syilioy == Melbourng e Brishane - Australia

220
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Note:

1 The residential property price indices have been rebased to 100 as at September 2007.

2 Data for Australia represents the weighted average of the eight capital cities (Sydney, Melbourne, Briskane, Adelaide, Perth, Hobart,
Darwin, and Canberra).

Source: ABS.

89 Dwelling prices have moderated in more recent periods under the weight of tighter lending
conditions for interest only and investor loans, and a broader weakening in confidence within
the housing market. A number of industry participants expect price growth to continue to
moderate, notwithstanding that strong population growth and solid growth in employment are
likely to be supportive of overail housing demand.

11 Source: ABS and LEA analysis.

12 This largely reflected the considerable growth in Australia’s two largest cities, Sydney and Melbourne, which
reported house price growth of approximately 94.5% and 77.9% respectively over the period.

13 Source: ABS.

25

rrL/BLL'Ad SOL# eCi6l 8LOZ/LL/LO BESSTLO0ZLOC L SUOS3|IBIN POOA P uUus DuidM:uwoido



From:King and Wood Mallesons To:O1300135638 O1/11/,2018 19:24 #1055 P.119s144

LONERGAN EDWARDS
& ASSOCIATES LIMITED

Housing affordability and interest rates

20

91

Growth in residential and non-residential construction is being supported by the
accommodative stance of monetary policy and historically low interest rates, with the Reserve
Bank of Australia’s (RBA) official cash rate at a record low of 1.5%. This reduces borrowing
costs for businesses and households which are both at record low levels. Conversely,
increasing interest rates tends to weaken demand for housing and hence can act as a drag on
property investment.

Historically low interest rates and strong growth in Australian national income have assisted
with housing affordability in recent years. However, this has been impacted, to some extent,
by corresponding increases in property prices.

Government funding

92

The Federal and State Governments are significant drivers of key sub segments of the non-
residential building industry such as healthcare and education, as well as for infrastructure
spending on transport initiatives such as road and rail construction, which can lead to
increased residential development. State Government’s first home buyer’s grants and stamp
duty levels and concessions also have the potential to mﬂuence demand for re31dent1al
property investment, :
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V Valuation approach

Valuation approaches

93  RG 111 outlines the appropriate methodologies that a valuer should consider when valuing
assets or securities for the purposes of, amongst other things, share buy-backs, selective
capital reductions, schemes of arrangement, takeovers and prospectuses. These include:

(a) the discounted cash flow (DCF) methodology

(b) the application of earnings multiples appropriate to the businesses or industries in which
the company or its profit centres are engaged, to the estimated future maintainable
earnings or cash flows of the company, added to the estimated realisable value of any
surplus assets

(¢) the amount that would be available for distribution to shareholders in an orderly
realisation of assets

{d) the quoted price of listed securities, when there is a liquid and active market and
allowing for the fact that the quoted market price may not reflect their value on a 100%
controlling interest basis

{e) any recent genuine offers received by the target for any business units or assets as a
basis for valuation of those business units or assets.

94  Under the DCF methodology the value of the business is equal to the net present value (NPV)
of the estimated future cash flows including a terminal value. In order to arrive at the NPV
the future cash flows are discounted using a discount rate which reflects the risks associated
with the cash flow stream.

95  Methodologies using capitalisation multiples of earnings or cash flows are commonly applied
when valuing businesses where a future “maintainable” earnings stream can be established
with a degree of confidence. Generally, this applies in citcumstances where the business is
relatively mature, has a proven track record and expectations of future profitability and has
relatively steady growth prospects. Such a methodology is generally not applicable where a
business is in start-up phase, has a finite life, or is likely to experience a significant change in
growth prospects and risks in the future.

96 Capitalisation multiples can be applied to either estimates of future maintainable operating
cash flow, EBITDA 14, EBITA, EBITI5 or net profit after tax. The appropriate multiple to be
applied to such earnings is usually derived from stock market trading in shares in comparable
companies which provide some guidance as to value and from precedent transactions within
the industry. The multiples derived from these sources need to be reviewed in the context of
the differing profiles and growth prospects between the company being valued and those
considered comparable. When valuing controlling interests in a business an adjustment is
also required to incorporate a premium for control. The earnings from any non-trading or
surplus assets are excluded from the estimate of the maintainable earnings and the value of
such assets is separately added to the value of the business in order to derive the total value of
the company.

14 Earnings before interest, tax, depreciation and amortisation (EBI'TDA),
5 Earnings before interest and tax (EBIT).
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97  An asset based methodology is applicable in circumstances where neither a capitalisation of
earnings nor a DCF methodology is appropriate. It can also be applied where a business is no
longer a going concern or where an orderly realisation of assets and distribution of the
proceeds is proposed. Using this methodology, the value of the net assets of the company are
adjusted for the time, cost and taxation consequences of realising the company’s assets.

Methodologies selected

98  Our assessment of the market value of Watpac is based upon a sum-of-the-parts approach
whereby the market value of the individual business divisions is added to the value of surpius
assets (including properties and surplus cash). o

99  The primary valuation methodologies used for each business division are set out below:

Valuation methods adopted

onstruction Business  Capitalisation of EBI » Demonstrated history of profits and
' Sl : : expectation of ongoing profitability
o Listed company multiples for broadly
“comparable” comparnies and relevant
transaction evidence is generally
expressed in terms of EBITA
‘e Given the nature of the business (e.g.
reifance on one off projects and low profit
_margins), the level of intangible value in
‘the business should be relatively low,
Consequently, we have also cross-checked
-our valuation range having regard to the
net tangible assets employed in the
business and the value of total intangibles
impiied by our valuation.
Civil& Mmmg - Realisable value of net assets The Civil & Mining Business was
Business . R .~ unprofitable in FY 18 and work-in-hand
‘ '  declined to only $30 million as at
=30 June 2018
® However, the Civil & Mining Business
. has a significant investment in tangible net
assets (carrying value of $41.5 mllhon as
o at 30 June 2018)
"« Given the above we have assessed value
“on a notional orderly realisation of assets
basis. :

Note:
1 As Watpac does not have any amortisation of acquired intangible asset charges in its financial results,

EBITA is equivalent to EBIT.

100 Our overall assessment of the value of Watpac shares on a 100% controlling interest basis has
been cross-checked by considering the volume weighted average market price (VWAP) of
Watpac shares prior to the announcement of the Offer, adjusted for a premium for control
(based on empirical evidence undertaken by LEA on the average premlums pald in successful
takeovers). - -

28



LONERGAN EDWARDS
. & ASSOCIATES LIMITED

VI Valuation of Watpac shares

Valuation methodology

101 Our assessment of the market value of Watpac on a 100% controlling interest basis is based
upon a sum-of-the-parts approach whereby the market value of the individual business
divisions is added to the value of surplus assets.

102 Separate values have therefore been attributed to:

(a) the Construction Business
(b) the Civil & Mining Business
(c) properties held for sale

(d) surplus cash;and =

{e) deferred tax assets.

Construction Business

103 As stated in Section V, we have adopted the capitalisation of EBITA method as the primary
methodology to value the Construction Business. Under this methodology the value of the
business is derived by capitalising the underlying EBITA (before significant items) at an
appropriate EBITA multiple.

104 In order to assess the appropriate level of EBITA for valuation purposes we have had regard
to the historical and forecast results of the Construction Business, and have discussed the
business unit’s financial performance, operating environment and prospects with Watpac
management.

Historical profitability

105 We set out below a summary of the revenue and related profit margins (before unallocated
overheads) of the Construction Business:

ruction revenue and related profit margins®

$

JLi]
987.3

Revenue 1,045.6 856.6 9293 1,048.7 952.5

Construction margin‘?3) 243 25.8 35.0 275 13.4 22.1
Margin 2.3% 3.0% 3.8% 2.6% 1.4% 2.2%
Work-in-hand® 823.0 1,392.0 1,159.0 1,609.0 1,320.0 1,724.4
Note:

1 Before unallocated costs.

2 Before significant items.

3 New business (tender) costs of $4.1 million were treated as a significant item in FY 17 and are
therefore not reflected in the FY 17 construction margin above. These costs have been treated as a
significant item given the large size of this opportunity (some $1 billion contract value). Watpac’s
tender for this project was not successful.

4  Asat the end of each period.
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We note that over the FY 13 to FY 18 period, revenue and EBITA before unallocated
overheads (and significant items) averaged $970.0 million and $24.7 million respectively.
The average EBITA margin before unallocated costs was therefore around 2.5% of revenue.

Commentary on recent resuits

107

108

109

110

The FY 15 results reflected improved market conditions across the construction sector
generally compared to FY 14, resulting in revenues increasing 8.5%. EBITA margins
increased to 3.8% (the highest achieved over the above period) driven by above average
performance delivered on a number of more specialised construction projects.

in FY16 revenue increased 12.8%. However, EBITA margins were negatively impacted by
aggregate losses of $22.1 million recognised on two significant projects16:

(8) 333 George Street (Sydney central business district) -- which was impacted by a major
flood event in January 2016, and site access and latent condition issues

(b) ANSTO Mo-99 Facility (Lucas He:ghts) due, in part to the complex nature of the
nuclear mcdlcal facﬂxty :

In FY17 revenue fell 9.2%, in part due to the recalibration of work-in-hand to preferred
industry sectors and the timing of major new project awards. EBITA margins in FY17 were
adversely impacted by cost escalation pressures predominately on residential projects

awarded in previous periods. In particular, Watpac management stated at the time of its FY17

earnings result that subcontracting price rises “considerably exceeding those typically
experienced over the long term” adversely impacted EBITA by some $20 million in FY17.

During FY 18 cost escalation pressures continued, but were less significant than in FY17,
which resulted in a partial recovery in EBITA margins. New projects secured in the second
half of FY 18 increased work on hand as at 30 June 201 810 $I 724 4 mllllon (representmg a
30.6% increase over the year). S _

Earnings adopted for valuation purposes -

111

We have assessed the earnings of the Constructlon Busmess having regard to, inter-alia:

(a) the Construction margins (before unallocated overheads) achieved over the FY13 to

- FY18 period. This recognises the variability of construction margins from year to year
‘depending on the performance of individual contracts (and the fact that losses on some

projects occur from time to time) and changes in market conditions over time

(b) the level of overheads likely to be incurred if the Construction Business wasa
standalone operation.

112 Having regard to the performance of the business over the above periods, we have adopted the

following Construction Busmess profit margln before unallocated overheads for vaiuatlon
purposes:

16 Source: FY16 full year results presentation,
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Revenue, _ 1,000.0 1,000.0

Construction profit margin®™_ _ 2.50% 2.75%
Construction profit (before overheads) 25.0 27.5
Note:

1 As stated above, average construction margins (before unallocated overhead costs) over the FY13 to
FY 18 period were around 2.5% of revenue. Watpac management consider that higher construction
margins can be achieved in future due to, inter-alia, more selective tendering. In this regard we note
that the Construction division reported EBITA margins (before overheads) of 2.6% of revenue in the
6 months ended 30 June 2018. Furthermore, we understand from Watpac management that recently
secured projects were tendered at a margin (before overheads) consistent with or above the margin
adopted for valuation purposes.

113 Unallocated overhead costs were $18.0 million in FY 17 and $17.8 million in FY18. These
costs are net of interest income of $4.5 million and $5.3 million respectively, which is
included in the underlying EBITA reported by Watpac on the basis that the interest income
largely arises due to the receipt of customer revenue in advance of paying subcontractors and
creditors (i.e. working capital management), rather than on company cash balances. For
valuation purposes we have treated unallocated overhead costs as being primarily attributable
to the Construction Business.

114 As noted in paragraph 150 we have treated $20 million of Watpac’s cash as being surplus to
its business operations. As interest income is netted off overhead costs, we have excluded the
interest income on surplus cash.

115 For valuation purposes we have notionally assumed that Watpac exits its Civil & Mining
Business. Annual overhead cost savings of around $2.5 million to $3.0 million are considered
achievable by management under such a scenario.!?

116 Consequently, we have assessed the earnings of the Construction Business as follows:

nstruction Business EBITA

$

Construction profit (before overheads) _ 25.0 275

Allowance for overheads (17.8) (17.8)

Savings due to exit of Civil & Mining 25 3.0

Less interest income on surplus cash (0.4) {0.4)

ERITA 9.3 12.3
EBITA multiple

117 The selection of the appropriate EBITA multiple to apply is a matter of judgement but
normally involves consideration of a number of factors including, but not limited to:

17 Some of these cost savings have atready been achieved since 30 June 2013.
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¢ future .prospec‘t.s of the business méiudiﬁg .

The stabi ity and quallty of eammgs

The quality of the management and the likely the growth potential of the industry in which it
continuity of management is engaged, strength of competitors, barriers to
The nature and size of the business entry, etc
The spread and financial standing of customers  ® The cyclical nature of the industry
The financial structure of the company and » Expected changes in interest rates
gearing level * The asset backing of the underlying business of
¢ The multiples attributed by share market the company and the quality of the assets
investors to listed companies involved in * The extent to which a premiwm for control is
similar activities or exposed to the same broad appropriate
industry sectors ¢ Whether the assessment is consistent with
» The multiples that have been paid in recent historical and prospective eamings

acquisitions of businesses involved in similar
activities or exposed to the same broad industry
sectors '

118 We discuss below specific factors taken into consideration when assessmg the appropriate
EBITA multiple range for the Construction Busmess

Listed company multiples

119 The EBITA muitiples for smaller ASX hsted companies operating in the construction sector
are set out below. Consistent with the approach adopted above when assessing the carnings
of the Construction Business, we have (where applicable) treated cash holdings (other than
surplus cash) as being part of the operating assets of these companies (i.e. part of their
enterprise value) and have therefore mcluded interest income (other than mterest income
attrlbuted 10 surp]us cash) in EBITA: . S

NRW Holdings . X d 6.
SRG Global : 309 7.5 . na VA .na

Decmil 146 64 1.4 3.6 C 07
Tempo Australia 5 14 7 ' 09 370 114
Note: .

1 Asat 12 October 2018.
2 Implied goodwill calculated as market capitalisation less net tangible assets.
3 Brief descriptions of each listed company’s operating activities are set out in Appendix C.

120 In our opinion, none of the above listed companies are directly comparable to Watpac's
Construction Business. In particular, we note that:

(a) most of the listed companies are larger (in enterprise value terms) than Watpac’s
~ Construction Business (and NRW Holdings and SRG Global are significantly larger)

(b) NRW Holdings also has a larger level of work-in-hand (2.0 times revenue) than the
Construction Busmess (1 7 times revenue) L
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(¢) due to the nature of their operations and industry sectors in which they provide their
services, the listed companies generate significantly higher profit margins than the
Construction Business (whose profit margins have averaged only 2.5% of revenue prior

to unallocated overheads over the FY13 to FY18 period)

(d) the value of work-in-hand therefore has a significantly higher inherent value for the
listed companies (due to their substantially higher profit margins). This should translate
into higher goodwill values (and multiples)

(e) the higher profit margins generated by the listed companies also imply that they are
more likely to be able to absorb losses on individual contracts when they arise. In
contrast, the Construction Business’ small profit margins provide limited margin for
error in the event of tender errors or project cost overruns (as evidenced by the reduced

profit margins in recent years).

121 Given the above, in our view the Construction Business should trade on lower EBITA
multiples than the above listed companies.

Transaction evidence

122 We set out below recent transaction evidence in the Australasian construction sector:

Aug17  Golding Group

NRW Holdings

Mar 17  Seymour Whyte VINCI AS$85 6.2 F®
Mar 17  Geotech ACCIONA A$262 99 H
Dec 16  Pindan Group Oxley Holdings - A$704 8.8 H®
Oct 16 UGL CIMIC Group A$736 80F
Feb 16 Higgins Group Holdings Fletcher Building NZ$315 79F
Jul 13 Austral Construction Keller £28 5.6H
Jun 15 HEB Construction VINCI AS$70 8.4H
Dec 14 John Holland Group CCCC 1,150 77F
Feb 14  Rob Carr Seymour Whyte AS$47 68H
Jul 13 Clough Murray & Roberts Holdings A%753 T9F
Note:

1 Date of announcement.

2 Enterprise value on a 100% basis.

3 Multiple based on average underlying EBITA achieved over FY 14 to FY17.

4 Transaction was for a 40% stake in the company.

5 Multiple based on average underlying EBITA achieved over FY 13 to FY 16.

6 The proportional takeover offer for Leighton Holdings by HOCHTIEF in March 2014 has been

excluded from the above table due to the substantial size of the Leighton Holdings business
(enterprise value of in excess of A$9 billion).
Source: LEA analysis using data from ASX announcements, broker reports and company annual reports.

123 In relation to the above transaction evidence it should be noted that:

(a) except where noted, the transactions relate to the acquisition of 100% of the businesses
and therefore implicitly incorporate a premium for control
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(b) none of the above businesses are directly comparable to the Construction Business. In
particular, we note that the above target companies generally achieved higher EBIT
margins and greater earnings growth than the Construction Business

(c) the companies acquired differ materially in terms of their size and nature of operations.
Given the significantly larger size of UGL, Leighton Holdings (now CIMIC), John
Holland and Clough we would expect the Construction Business to trade at a significant
discount to the EBITA multiples implied by the acquisition of these companies

(d) = with the exception of the transaction multiples for Golding Group, Seymour Whyte and
- Pindan Group (which are based on the average EBITA achieved by these companies
over a number of years!8), the transaction multiples are calculated based on the most
recent actual earnings (historical multiples) or expected future earnings for the current
year at the date of the transaction (forecast multiples). The multiples are therefore not
necessarily reflective of the multiple which would be derived from an assessment of
each target company’s “maintainable” earnings.

Conclusion on appropriate EBITA multiple

124  In our opinion, the EBITA multiple for the Construction Business should be at the low end of
the range of observed transaction multiples. This is principally because:

-(a)  the Construction Business has no recurring revenue due to the one-off nature of its
.. projects (consistent with the nature of constructlon businesses generally)

(b) the level of work-in-hand as at 30 June 2018 of $1,724 mllhon represents only 1.7 times
the level of annual revenue adopted for valuation purposes 19

(c) the profitability of the Construction Business is dependent on being awarded significant
new work each year in order to utilise its workforce and cover overhead costs

(d) the Construction Business generates very low net margins (some 2.5% before
unallocated overhead costs20 and well below industry average margins), increasing the
likelihood of losses arismg due to, for example, tender errors and/or prOJect cost

overruns

(e} the net tangible asset backing of the Construction Business as at 30 June 2018 was only
- $32.1 million21 (which implies a value for goodwill (technically, total intangibles)
based on our valuation of the Construction Business of between $28.4 million and
$41.7 million)22. In our view, it is unlikely that a purchaser would attribute a higher
. “value to intangibles given the recent performance of the Constructlon Busmess and the
nature of i 1ts activities. -

18 Ag stated above, the underlying profitability of construction companies can vary materially from year to yeat
depending on the performance of individual contracts (and the fact that losses on some projects occur from time to
time). In addition, the reporting of underlying profitability (consistent with the relevant Australian Accounting
Standards}) on projects in progress is inherently subjective. Accordingly, in our view, it is more approptiate to
consider the transaction prices as a multiple of the average level of EBIT generated over a number of years.

19 Being $1,724 million (work-in-hand) divided by $1,000 million (revenue),

20 Whilst higher margins are generated on certain individual contracts, the reported net margin over many vears also
reflects projects on which losses have been incurred.

21 This comprises the $52.1 million shown in the balance sheet in Section Il less our adopted surplus cash of
$20 million, -

22 These goodwill values reflect goodwill / EBITA multiples of 3.1x to 3.4x.
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125 Based on the above, we have adopted pre-tax (EBITA) multiples of 6.0 to 6.5. Given the
greater risk associated with the achievement of our higher EBITA figure of $12.3 million, we
have applied the lower EBITA multiple to these earnings, and the higher EBITA multiple to
the lower level of EBITA ($9.3 million) adopted for valuation purposes.

Valuation of Construction Business
126 On this basis our assessed value of the Construction Business is as follows:

Pre-tax eamings _ 93 12.3
Pre-tax multiple o 6.5 6.0
Value ' ' - ' 60.5 73.8

Civil & Mining Business

Historical profitability
127 We set out below a summary of the revenue and related profit margins (before unallocated
overheads) of the Civil & Mining Business:

vil & Mining B s - summary of financia
m o L R
Revenue 2888 287.8 284.0 166.5 1489 81.4
Profit margin” 27.8 23.8 14.4 0.9 8.0 (7.0)
Margin 9.6% 8.3% 5.1% 0.5% 5.4% (8.6%)
Work-in-hand® 518.0 449.0 219.0 156.0 48.0 29.6
Note:
1 Before significant items {primarily impairment charges and gains and losses of sale of non-current
assets).

2 As at the end of each period.

128 Revenue was relatively steady over the period FY13 to FY15. However, margins came under
pressure in FY15 due to difficult market conditions in the mining sector, which was impacted
in particular by falling commodity prices. This also contributed to a 51% decline in work-in-
hand over FY15.

129 The reduction in work-in-hand as at 30 June 2015 compared to the prior years lead to
substantially lower revenues in FY16. In particular, work was ceased in FY15 on two iron
ore projects {Nullagine23 and Cockatoo Island24) which contributed some $148 million in
revenue during that year.

23 The owner of the Nullagine project, BC Iron initiated legal proceedings against Watpac in December 2015 for
faifure to comply with its obligations under its mining services contract. This litigation was settled in June 2016.

24 The Cockatoo Island project was owned by Pluton Resources which went into receivership in September 2015.
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The FY 16 result reflected combined losses on two major projects of around $8.0 million25, In
addition, impairment charges of $38.9 million (which are not reflected in the table above)
were recognised in FY16 following a reassessment of carrying values for receivables,
goodwill, plant and stock.

Further impairment charges of $29.6 million and $36.5 million were recognised in FY17 and
FY18 respectively, reflecting the continued decline in business activity26,

Whilst the reported underlying financial performance (before significant items) improved in
FY17, losses were incurred in FY'18 due to the continued low level of work-in-hand. Work-
in-hand as at 30 June 2018 declined to $30 million.

Due to the low level of work~in-hand and limited success in converting new tender
opportunities given aggressive pricing by competitors, on 28 March 2018 Watpac announced
that it intended to conduct a comprehensive review of its Mining business, which included
exploring sale options for the business and/or its assets, either in part or in its ent;rety At the
date of this report we understand this review is ongoing. :

Valuation

134

135

136

137

Whilst the Civil & Mining Business is currently unprofitable and has a low level of work-in-
hand, the business has a relatively high level of net tangible assets (NTA). Accordingly, we
have assessed the value of the Civil & Mining Business on a notional orderly realisation of
assets basis. '

As at 30 June 2018, the NTA of the Civil & Mmmg Busmess was $41.5 million, which
cemprlsed

Civil & Mining Business — net tangible assets as at 30 Junc

Plant and equipment (gress) - . = . : . . : o >
~Allowance for setling costs ‘ o ' : _ L (1.7)
Net working capital balances o - : ' ' ' 4.7

Employee entitlements (LY

Net tangible assets 41.5

The carrying value of plant and equipment reflected a gross value of $55 million less an
allowance for realisation costs and losses during the (notional) sale period of $7.7 milhon
This gross asset value was determined by the Dlrecters after considering: RPN

(a) an independent valuation of the plant and equipment; and

(b)  the results of the recent review process (which remains in progress).

Having regard to the independent valuation and the results of the review / sale process to date
(including the non-binding indicative interest received for the busmessl’l') we have adopted
the following valuation range for the Civil & Mining Business:

25 Source: Page 18 of the FY 16 results presentation.
26 These impairment charges are not reflected in the above table, as the results are shown before Jmpairment charges
27 Details of which remain confidential. '

36



LONERGAN EDWARDS
& ASSOCIATES LIMITED

stimated ne réa isable va ué 0 plant an cc;u pm ' . 60.0
Allowance for other Habilities!" (6.0) (7.0)
Assessed value of business net of other liabilities 44.0 53.0
Note:

1 Includes employee entitlements, residual business liabilities and other transaction expenses (such as
legal costs relating to any sale).

Property assets

138 Watpac owns properties at two locations in QLD which have a current carrying value of
$4.2 million. These properties were originally acquired as part of the company’s property
development activities which were discontinued a number of years ago.

139 The estimated market value of these two properties (in aggregate) is some $0.5 million to
$1.0 million above book value.

140 In addition, a third property was sold for $11.3 million prior to 30 June 2018 (with settlement
after year end). We have treated this receivable as at 30 June 2018 as a surplus asset.

141 As the Company has sufficient tax losses to offset any gain on sale, no allowance for potential
associated tax liabilities has been made.

142 We have therefore adopted the following valuation range for the properties (including the
receivable as at 30 June 3018);

Property assets

Receivable
Net realisable value of remaining properties 4.7 52
Total 16.0 16.5

Surplus cash

143 As noted in Section 111, Watpac had cash balances of around $238 million and no borrowings
as at 30 June 2018.

144 In order to determine the level of surplus cash held we have considered, inter-alia:

(a) the net working capital position of Watpac; and

{b) the key conditions and covenants in Watpac’s current bank guarantee and insurance
bonding facilities.
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Net working capital position

145 The significant cash balance reflects the fact that Watpac generally receives cash payments
from customers in advance of paying subcontractors. As a result the net working capital
. position of the Company (excluding the working capital balances of the Civil & Mining
Business and the property assets) is significantly less than the cash held, as shown below:

238.0

Cash : _ _ . o

Other current assets R : S T 108.9

Total current assets _ ol o : o T 3469

Current liabilities _ o ' R - (288.3)
Networking capital S B Y

Current ratio ' ' ' R 120

Rounding differences exist.

Bank guarantee and insurance bonding facilities

146 Watpac’s bank guarantee and insurance bonding facilities require the Company to maintain a
minimum current ratio (being current assets divided by current }:abllxtxes) and a minimum
level of net tangible assets. :

147 Whllst the specific terms of these facﬂ:tles are commermakly sensitive, it should aiso be noted
that: :

(a) Watpac had total bank guarantee and insurance bonding facilities at the date of this
report of $375.0 million, of which only $205.5 million was utilised

(b) over the past 12 months the Company has maintained total bank guarantees and -
+ insurance bonding facilities well in excess of current requirements '

(c) in order to undertake annual revenues from the Construction Business of around
$1 billion (consistent with the level assumed for valuation purposes), management has
advised that bonding facilities could be significantly reduced

(d) itis reasonable to assume that a lower level of bondmg facilities would translatetoa
lower net tangible asset covenant. S ‘

Current ratio

148 Having regard to the covenants in Watpac’s current bank guarantee facilities, in our view a
current ratio (being current assets divided by current liabilities) of 1.2 would be prudent.
Whilst the reported current ratio as at 30 June 2018 was consistent w1th this view28, thls ratio
varies materially depending on the timing of credltor paymcnts

28 Calculated excluding the current assets and current liabilities of the Civil & Mining Business and property assets.
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149 For example, if some of the cash balance as at 30 June 2018 was {notionally) used to pay
down current liabilities then the current ratio would be substantially higher, and the level of
surplus cash would vary as shown below:

-plus capital based on current ratio (exclading Civil & Mining 2

188.
Other current assets 108.9 108.9 108.9 108.9

Total current assets 3469 296.9 246.9 196.9

Current liabilities (288.3) (238.3) (188.3) {138.3)
Net working capital 58.6 58.6 58.6 58.6

Current ratio 1.20 1.25 1.31 1.42

Prudent current ratio'® (say) 1.20 1.20 1.20 1.20

Excess - 0.05 0.11 0.22

Implied surplus capitai ($m) - 10.9 20.9 30.9

Note:

1 Actual as at 30 June 2018.

2 Having regard to the key conditions and covenants in Watpac’s current bank guarantee and insurance
bonding facilities.

Rounding differences exist.

Conclusion on surplus cash

150 Having regard to the above and, in particular, the key terms of Watpac’s bank guarantee and
insurance bonding facilities (which are confidential) we have adopted surplus capital for
valuation purposes of $20 million. This implies net working capital for the Company
(excluding the Civil & Mining Business and property assets) of $39 million as at
30 June 2018 (which we consider reasonable).

Tax losses and R&D tax offsets

151 As at 30 June 2018 Watpac had R&D tax offsets of $18.1 million (benefit)2® and tax losses of
$27.8 million (providing a future tax benefit of some $8.3 million)30. As a result Watpac is
unlikely to pay income tax for many years.

152 We have assessed the value of these future tax benefits at between $9.3 million and
$12.3 million. This reflects the present value of the expected future tax saving over a five
year period using a discount rate of 15% per annum. In forming this view we have
considered:

(a) the extent to which these future tax benefits could be utilised, based on the level of
EBITA adopted for valuation purposes

(b) the time period over which any utilisation could occur

29 On an undiscounted basis (i.e. no discounting to allow for the time value of money or risk has been allowed for in
thig figure).
36 In addition, we note that Watpac has other deferred tax assets and capital losses.
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the reluctance by purchasers generally to pay significant value for future tax benefits
due to, inter alia, the uncertainty associated with their ability to utilise the future tax
benefits (including the risk of adverse tax legislation changes). :

Shares on issue

153 Watpac has 183.4 million fully paid ordinary shares on issue. In addition, the Company has
5,755,000 performance rights on issue, and plans to issue 450,000 performance rights in
November 2018 (subject to shareholder approval at the annual general meeting (AGM)).
These performance rights generally vest three years afier their date of grant, subject to the
achievement of various eamings per share (EPS) and total shareholder return (TSR) '
performance conditions:

154

155

Performance rights on issu

2016 long-term incentive (LTI) plan : ‘ .-930,000 930 000

2017 LTI plan 1,052,500 1,052,500 2 105,000
2018 LTI Plan - 895,000 895,000 1,790,000
2018 LTI plan (subject to approval at 2018 AGM) Do 225,000 225,000 450,000
Total , S ST 6,205,000

In relation to the above performance rights we note the following:

(2)

the cumulative underlying EPS generated by Watpac over the three-year period to FY19

(2016 LTI plan) or FY20 (2017 LTI plan) must exceed 25.35 cents per share or 29.58
- - cents per share respectively in order for a proportion of the 2016 LT1 and 2017 LTI
_ performance rights subject to the EPS condition to vest. In our opinion, we consider

~ thisto be highly unlikely given recent performance and we have therefore assumed that

(b)

©

these performance rights will not vest

in contrast, the cumulative underlying EPS required to be generated by Watpac over the

 three year period to FY21 (2018 LTI plan) only needs to exceed 15.68 cents per share

for a proportion of the performance rights to vest
the TSR tranche of the 2016, 2017 and 2018 LTI plans depends on the TSR

performance of Watpac shares over a three year period relative to the TSR performance
of listed companies operating in similar sectors (and in the case of the 2017 and 20}8

LTI plans, the return on the S&P / ASX Small Ordinaries Index).

In order for a proportion of the TSR tranche to vest, Watpac’s TSR performance must be in
the top 50% of companies in the comparator group. Whilst Watpac’s TSR performance over
FY16 to FY18 placed Watpac in the bottom 50% of such companies, the minimum TSR
performance condition could still be met as the TSR performance is measured over a three
year pernod ‘ : S : :
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156 However, the 2016 LTI award is measured against a starting Watpac share price of $0.82,
which is well above the current share price ($0.675 on 15 October 2018). In contrast:

(a) the 2017 LTI award is measured against a starting Watpac share price of only $0.565

(b} the starting Watpac share price for the 2018 LTI award is equal to $0.72 (being the
opening share price on 2 July 2018).

157 As aresult there is a reasonable likelihood that the TSR tranche of the 2017 LTI and 2018
LTI performance rights will vest. Accordingly, for valuation purposes it is appropriate to
assume that a higher proportion of the 2017 LTI and 2018 LTI performance rights subject to
the TSR performance hurdle will vest compared to the performance rights under the 2016 LTI
plan.

158 Based on the above, for valuation purposes we have adopted the following number of fully
diluted shares on issue (in the absence of the Offer):

Cully diluted namber of

Shares on issue

TSR tranche of 2016 LT1 performance rights (assuming 10% vest) 0.1
TSR tranche of 2017 LTI performance rights (assuming 50% vest) 0.5
2018 LTI performance rights (assuming 50% vest) i.1
Fully diluted shares on issue 1853.1

Valuation of shares in Watpac
159 Based on the above, our assessed value of 100% of the shares in Watpac is as follows:

Watpac — valuation summary

Construction Business . : ) '156' ' 738
Civil & Mining Business _ 137 44.0 33.0
Property assets held for sale 142 16.0 16.5
Surplus cash : ' 150 20.0 20.0
Tax losses and R&D tax offsets- 152 9.3 12.3
Total equity value 149.8 175.6
Fully diluted shares on issue (million) 158 185.1 185.1
Equity value per share $0.81 $0.95

Cross-check to pre-announcement share trading range

160 In order to cross-check our valuation of Watpac shares we have considered the listed market
price of Watpac shares up to 15 October 2018 (being the date of our analysis), adjusted for a
premium for control.
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The volume weighted average share prices for Watpac in the one and three month periods up
to 15 October 2018 were $0.66 and $0.70 respectively3!. Empirical evidence undertaken by
LEA indicates that the average premium paid above the listed market price in successful
takeovers in Australia ranges between 30% and 35% (assuming the pre-bid market price does
not reflect any speculation of the takeover, and after adjusting the pre-bid market price for the
movement in share market indices between the date of the pre-bid market price and the
announcement of the takeover).

Adding a 30% to 35% premium for control to these share prices would therefore result in a
theoretical “control” value of $0.86 to $0.95 per share. Our valuation range is broadly
consistent with this range.

- Comparison with reported net asset position

163

164

As at 30 June 2018, Watpac had reported net assets of $140.4 million, equivalent to $0.76 per
share (on a fully diluted basis). ' '

Our valuation of Watpac shares therefore reflects a premium to the rcported net assets per
share of between 7% and 25% : :

31 We note that these share prices may continue to reflect some expectation of corporate activity in relation to Watpac,
given the unresolved nature of BESIX's intentions as regards the Company foilowmg the Watpac shareholdcr
rejection of the prevnously proposed Scheme. . . -
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VII Evaluation of the Offer

165 In our opinion, the Offer is fair and reasonable. We have formed this opinion for the
following reasons.

Value of Watpac

166 As set out in Section VI, we have assessed the market value of 100% of Watpac at between
$0.81 and $0.95 per share.

Value of Offer consideration

167 Under the Offer, Watpac shareholders will receive $0.92 cash per share (the Offer
consideration).

Fair and reasonable opinion

Assessment of fairness

168 Pursuant to RG 111 the Offer is “fair” if the value of the Offer consideration is equal to, or
greater than, the value of the securities the subject of the Offer. This comparison is shown
below:

: b per shar ‘per shar
Value of Offer consideration 0.92 0.92 0.92
Vaiue of 100% of Watpac 0.81 0,95 0.88
Extent to which the Offer consideration exceeds (is less
than) the value of Watpac 0.11 (0.03) 0.04

169 As the Offer consideration is toward the high end of our assessed valuation range for Watpac
shares on a 100% controlling interest basis, in our opinion, the Offer is fair to Watpac
shareholders when assessed based on the guidelines set out in RG 111.

Assessment of reasonableness

170 Pursuant to RG 111, a transaction is reasonable if it is fair, Consequently, in our opinion, the
Offer is also “reasonable”.

171 In assessing whether the Offer is reasonable LEA has also considered, in particular:

(a) the extent to which a control premium is being paid to Watpac shareholders

(b) the value of Watpac to an alternative offeror and the likelihood of a superior proposal
being made for Watpac prior to the close of the Offer
(¢) the likely market price of Watpac securities if the Offer is not accepted.

172 These issues are discussed in detail below.
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Extent to which a control premium is being paid

173

174

175

176

Research undertaken by LEA indicates that average premiums paid in successful takeovers in
Australia generally range between 30% and 35% above the listed market price of the target
company’s shares™ three months prior to the announcement of the bid {assuming no
speculation of the takeover is reflected in the pre-bid price). This premium range reflects the
fact that:

(a) the owner of 100% of the shares in a company obtains access to all the free cash flows
of the company being acquired, which it would otherwise be unable to do as a minority
shareholder

(b) the controlling sharcholder can direct the disposal of surplus assets and the
redeployment of the proceeds

(c) acontrolling shareholder can control the appointment of directors, management policy
and the strategic direction of the company

(d) a controlling shareholder is often able to increase the value of the entity being acquired
through synergies and/or rationalisation savings.

In considering the control premium implied by the Offer, we have had regard to the Offer
consideration of $0.92 per share. We have calculated the premium implied by the Offer
consideration by reference to the market prices of Watpac shares (as traded on the ASX) for
periods up to and including 15 October 2018 (being the date of our analysis).

The implied offer premlum relative to Watpac share prices up to 15 October 2018 is shown
below:

1 month VWAP to 15 October 2018 | - 0.66 30.4
3 months VWAP to 15 October 2018 ‘ 0.70 314
Note:

I We note that these share prices may continue to reflect some expectation of corporate activity in
relation to Watpac, given the unresolved nature of BESIX’s intentions as regards the Company
following the Watpac shareholder rejection of the previously proposed Scheme.

Based on the above, in our opinion, the Offer consideration provides Watpac shareholders
with a premium that is consistent with observed premiums generally paid in successful
takeovers. Prima facie therefore, Watpac shareholders are being appropriately compensated
for the fact that control of Watpac will pass to BESIX 1f the Offer is accepted.

32 After ad_;usimg the pre-bid market prices for the movement in share market indices between the date of the pre-bid
market pnce and the announcement of the takeover,
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Likelihood of an alternative offer

177 We have been advised by the Independent Directors of Watpac that no formal alternative
offers or informal approaches have been received subsequent to the rejection of the Scheme
by Watpac shareholders on 7 June 2018. In our opinion, it is therefore highly unlikely that a
superior proposal from a third party will be received prior to the close of the Offer.

Likely price of Watpac shares if the Offer is not accepted

178 If the Offer is not accepted we expect that, at least in the short term, Watpac shares will trade
at a significant discount to our valuation and the Offer consideration due to the difference
between the value of Watpac shares on a portfolio basis and their value on a 100% controlling

interest basis. In this regard, we note that Watpac shares last traded at $0.675 per share on
15 October 2018.
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.App_endix A

Financial Services Guide

Lonergan Edwards & Associates Limited

1 Lonergan Edwards & Associates Limited {ABN 53 095 445 560) (LEA) is a specialist
valuation firm which provides valuation advice, valuation reports and independent expert’s
reports (IER) in relation to takeovers and mergers, commercial litigation, tax and stamp duty
matters, assessments of economic loss, commercial and regulatory disputes.

2 LEA holds Australian Financial Services Licence No. 246532.

3 The Corporations Act 2001 (Cth) (Corporations Act) authorises LEA to provide this Financial
Services Guide (FSG) in connection with its preparation of an IER to accompany the Target
Statement to be sent to Watpac shareholders in connection with the Offer. :

4 This FSG is designed to assist retail clients in their use of any general financial product advice
contained in the IER. This FSG contains information about LEA generally, the financial
services we are licensed to provide, the remuneration we may receive in connection with the
preparation of the IER, and if complaints against us ever arise how they will be dealt with.

Financial services we are licensed to provide

5 Our Australian Financial Services Licence allows us to provide a broad range of services to
retail and wholesale clients, including providing financial product advice in relation to various
financial products such as securities, derivatives, interests in managed investment schemes,
superannuation products, debentures, stocks and bonds. '

General financial product advice

6  The IER contains only general financial product advice. It was prepared without taking into
account your personal objectives, financial situation or needs.

7 You should consider your own objectives, financial situation and needs when assessing the
suitability of the IER to your situation. You may wish to obtain personal financial product
advice from the holder of an Australian Financial Services Licence to assist you in this
assessment. '

Fees, commissions and other benefits we may receive

8  LEA charges fees to produce reports, including this IER. These fees are negotiated and
agreed with the entity who engages LEA to provide a report. Fees are charged on an hourly
basis or as a fixed amount depending on the terms of the agreement with the entity who
engages us. In the preparation of this IER, LEA is entitled to receive a fee estimated at

$65,000 plus GST,

9 Neither LEA nor its directors and officers receive any commissions or other benefits, except
for the fees for services referred to above.

10 All of our employees receive a salary. Our employees are eligible for bonuses based on
overall performance and the firm’s profitability, and do not receive any commissions or other
benefits arising directly from services provided to our clients. The remuneration paid to our
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Appendix A

directors reflects their individual contribution to the company and covers all aspects of
performance. Our directors do not receive any commissions or other benefits arising directly
from services provided to our clients.

11 We do not pay commissions or provide other benefits to other parties for referring prospective
clients to us.

Complaints

12 If you have a complaint, please raise it with us first, using the contact details listed below.
We will endeavour to satisfactorily resolve your complaint in a timely manner.

13 If we are not able to resolve your complaint to your satisfaction within 45 days of your
written notification, you are entitled to have your matter referred to the Financial Ombudsman
Services Limited (FOS), an external complaints resolution service. You will not be charged
for using the FOS service.

Contact details
14  LEA can be contacted by sending a letter to the following address:

Level 7

64 Castlereagh Street

Svdney NSW 2000

(or GPO Box 1640, Sydney NSW 2001)
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Appendix B

Qualifications, declarations and consents

Qualifications

1 LEA is a licensed investment adviser under the Corporations Act. LEA’s authorised
representatives have extensive experience in the field of corporate finance, particularly in
relation to the valuation of shares and businesses and have prepared hundreds of IERs.

2 This report was prepared by Mr Craig Edwards and Mr Martin Holt, who are each authorised
representatives of LEA. Mr Edwards and Mr Holt have over 24 years and 32 years of
experience respectively in the provision of valuation advice (and related advisory services).

Declarations

3 This report has been prepared at the request of the Independent Directors of Watpac to
accompany the Target Statement to be sent to Watpac shareholders. It is not intended that this
report should serve any purpose other than as an express:on of our Opmlon as to whether or
not the Offer is fair and reasonable.

Interests

4 At the date of this report, neither LEA, Mr Edwards nor Mr Holt have any interest in the
outcome of the Offer. With the exception of the fee shown in Appendix A, LEA will not
receive any other benefits, either dlrectiy or mdlrectly, for ot in connection wnh the '
preparation of this report. :

5  We have considered the matters described in ASIC RG 112 — Independence of experts, and
consider that there are no circumstances that, in our view, would constitute a conflict of
interest or would i 1mpa|r our ablhty to provade objectwe mdependent a551stance m thlS
engagement :

Indemnification

6  Asacondition of LEA’s agreement to prepare this report, Watpac agrees to indemnify LEA
in relation to any claim arising from or in connection with its reliance on information or
documentation provided by or on behalf of Watpac which is false or misleading or omits
material particulars or arising from any failure to supply relevant documents or information.

Consents

7 LEA consents to the inclusion of this report in the form and context in Wh]Ch it is mciuded in
the Target Statement : -
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Description of listed companies

NRW Holdings Limited

1

NRW Holdings provides a range of diversified contract services to the resources and
infrastructure sectors in Australia, Its activities include the delivery of civil infrastructure
projects, bulk earthworks, concrete installation, rail formation and contract mining services
including mine development, waste stripping, ore haulage, maintenance services and drill and
blast services. In August 2017, NRW Holdings acquired Golding Group, a Queensland-based
services contractor with exposure to the east coast civil, urban and infrastructure markets.

Decmil Group Limited

2

Decmil Group offers a diversified range of services to the Australian resources, renewable
energy and infrastructure sectors, It delivers muiti-disciplinary projects with expertise across
the design, engineering and construction phases. Deemil Group also provides workforce
accommodation services at its Homeground Villages property in Gladstone. Decmil Group is
headquartered in Perth with offices in Brisbane, Melbourne and Auckland, New Zealand.

SRG Global Limited

3

Global Construction Services Limited and SRG Limited merged in August 2018, with the
merged company to be known as SRG Global. A description of the two companies prior to
the merger is summarised below:

(a) Global Construction Services is a construction and maintenance services company that
delivers a suite of integrated on-site products, services and solutions to the
infrastructure, energy, oil and gas, industrial, commercial and residential sectors. Its
activities are focused on the provision of scaffolding, formwork, concreting, site
accommodation, temporary fencing, fagade and window installation and various other
specialised site services. Global Construction Services operates from seven locations
spread across Western Australia as well as from offices located in Sydney, Melbourne
and Brisbane.

(b) SRG is a diversified civil and construction company with specific expertise in complex
engineering construction, particularly in the areas of post-tensioning and dam
strengthening. It also manufactures a range of specialised engineering products which
are cross-sold into its construction projects and provides drill and blast and other related
mining services through its Mining division. SRG is headquartered in Perth and serves
clients in the infrastructure and resources sectors from its offices throughout Australia
as well as in the Middle East and Hong Kong.

Tempo Australia Limited

4

Tempo Australia is a multi-disciplinary provider of construction, maintenance, sustaining
capital works and shutdown services to operators in the resources, energy, commercial and
industrial sectors. It has specific expertise in the provision of structural, mechanical and
piping services as well as electrical, telecom and data communications services through its
recent acquisitions of Cablelogic and KP Electric. Tempo Australia currently services its
clients from 12 operating facilities across Australia, including Sydney, Brisbane, Canberra,
Melbourne, Perth and Adelaide.
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Glossary

ABs
AGM
Agreement

ASIC

ASX

BESIX

CAGR
Corporations Act

Corporations Regulations

DCF
EBIT
EBITA
EBITDA
EPS
FOS
FSG
FY
GFC
IER
LEA
LTi
NPV
NSW
NTA
Offer
QLD
R&D
RBA
RG 111
Scheme

TSR

VWAP

WA

WANOS

Watpac or Company
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Appendix D

tatistics

Annual general meeting

Scheme Implementation Deed between Watpac and BESIX dated
25 February 2018 .
Australian Securities & Investments Commission

Australian Securities Exchange

BESIX Group SA

Compound annual growth rate

Corporations Act 2001 (Cth)

Corporations Regulations 2001

Discounted cash flow

Earnings before interest and tax

. Earnings before interest, tax and amortisation of acquired intangibles

Earnings before interest, tax depreciation and amortisation
Eamings per share '
Financial Ombudsman Services Limited

Financial Services Guide

Financial year ended 30 June

Global financial crisis

. Independent expert’s report

Lonergan Edwards & Associates Limited
Long-term incentive : '
Net present vaiue
New South Wales

" Net tangibie assets

$0.92 cash per Watpac share
Queensland

- Research and development
" Reserve Bank of Australia

Regulatory Guide 111 — Content of expert reporis

the issued shares in Watpac that it did not already own for $0.92 per share
Totai shareholder return '

Volume weighted average price

Western Australia

Weighted average number of shares outstanding

Watpac Limited

. Scheme of arrangement under which BESIX proposed to acquire a further 50% of

-0
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