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Chairman’s Message

am pleased to present the Annual Report of National Marine Dredging Company for the year ended

I31st December 2015. The report includes a summary of the Group’s performance, final accounts and
Auditor’s Report.

We are glad to extend our best faithfulness and appreciation to the President His Highness Sheikh Khalifa

Bin Zayed Al Nahyan and His Highness Sheikh Mohammed Bin Zayed Al Nahyan, Crown Prince of Abu

Dhabi, for their infinite support for the National companies in general and your Company in particular.

Overview

Global growth has disappointed again in 2015. As per the World Bank, global growth recorded at a rate
of 2.4 percent, and is expected to recover at a slower pace than previously envisioned. Growth is projected
to reach 2.9 percent in 2016, as modest recovery in advanced economies continues and activity stabilizes
among major commodity exporters. Forecasts are also subject to substantial downside risks.

Except for some signs of improvement in US, year 2015 was a continuation of the trend where year 2014
ended with negative note on account of decline in crude Oil prices and uncertainty in the Euro zone. On
one side the crude oil prices kept on declining and reached to its lowest level in a decade, and on the other
side to protect its shrinking economy, devaluation of ‘Yuan’ by China which has erupted a fear of
currency war. Decline in oil price has also put pressure on infrastructure investments in economies that are
dependent on oil exports.

Despite all these economic challenges, your Group has performed well and is reflected in the financial
performance of your Group.

Your Group achieved a turnover of AED 2,288 million (growth of 32%) and achieved a net profit of
AED 152 million (growth of 70%) for the year 2015 as compared to AED 1,737 million and a net profit of
AED 89 million respectively in 2014. EPS in 2015 is AED 0.61 as compared to 0.36 in 2014. The net
profit margin in 2015 is 6.64% with improvement over 5.15% in 2014.

Your Group has shown a growth from 2011 to 2015 on a cumulative basis, wherein the Equity has grown
by 4.73% and Long Term Assets have grown by 4.21%, despite the decline in Revenue by 3.80% owing
to efficiency in operation and commitment of your Group to continuously grow in future.

The Company achieved its revenue by delivering its services to major customers like Ministry of Housing
in Bahrain and Suez Canal Authority in Egypt, GASCO, Crown Prince Court and The UAE Armed
Forces.

We strongly believe that the numbers achieved are encouraging, especially in the context of global turmoil
and future challenges that lies ahead in the dredging and marine industry.

Your Group has been playing a key role in the development by participating in and executing key projects
in marine infrastructure, and will continuously strive to set precedence.
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Major Achievements

Year 2015 is a historic year for NMDC as well as the World, wherein NMDC led a consortium which
completed the work on New Suez Canal Project, which has been considered as “Egypt’s gift to the
world”, in 9 months — way ahead of the original 12 months deadline.

The construction of new stretch of waterway — which effectively doubles the canal’s capacity, allowing
for two-way traffic — initially had three year timeline. This was reduced to just 12 months on the order of
the President of Egypt. The work involved creation of a 35-kilometer long parallel canal, which required
dredging of over 200 million cubic meters of sand.

This is of strategic importance to NMDC as it has allowed your Group to spread its wings outside the
UAE and has given your Group an experience to lead global dredging players in a consortium.

Vision

Under the wise leadership and vision of the President, His Highness Sheikh Khalifa Bin Zayed Al Nahyan
and His Highness Sheikh Mohammed Bid Zayed Al Nahyan, Crown Prince of Abu Dhabi, may Allah
protect and save them a solid asset to our beloved country and the people of the UAE. As UAE boldly
moves forward to chart out its economic destiny, your Company is committed to being a partner in the
development. We are hopeful and confident to grow as always by blazing new trails and living up to our
promise that WE MAKE IT HAPPEN!

Over the past four decades, our shareholders, our clients, the governments, our partners, our employees
and our well wishers have supported our strategies and decisions and have stood by us through thick and
thin. At the end of this year and at the beginning of another year, we thank each one of you and look
forward to your continued support, belief and trust.

We pledge to work hard to meet the elevated expectations of our stakeholders. But as all of you know,
there is no shortcut to success. It comes with hard work, determination and personal sacrifice. We believe
in our strategy and are confident that it will lead us to success.

&
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Mohamméﬁ" Thani Murshed Al Rumaithi

Chairman P.O.Box: 3649
Abu Dhabi - UAE.

saaiall dypell Sljlol wubignl #1694 i

‘ % i m ) _.@ ) P.0.Box 3649, Abu Dhabi, United Arab Emirates
age 2 ofi2 : \ X T. 4971 2513 0000 . nmdc@nmdc.ae




Jlalp allddy i
dyihg llayayll
NATIONAL MARINE
DREDGING COMPANY

Directors’ Report

The Directors of National Marine Dredging Company (the Company) and its subsidiaries (together the
Group) have pleasure in presenting the 31st annual report along with the audited accounts for the year
ended 31 December 20135.

Financial Results

Your Group achieved a turnover of AED 2,288 million (growth of 32%) and achieved a net profit of
AED 152 million (growth of 70%) for the year 2015 as compared to AED 1,737 million and a net profit of
AED 89 million respectively in 2014. EPS in 2015 is AED 0.61 as compared to 0.36 in 2014.
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Financial Position

Your Group has equity of AED 3,427 million at end of the year 2015 which is an increase of 2.15% from
AED 3,355 million at end of the year 2014. The total equity reflects compounded annual growth of 4.73%
during 2011 to 2015.
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Solvency ratio, which represents debt paying capacity of the Group, stood at 74% at end of the year 2015
as against 67% at end of the year 2014. Low level of debt in the capital structure is in line with the
strategic decision to keep the composite leverage at an optimal level. Cash & cash equivalent at end of the
year 2015 stood at AED 597 million as against AED 177 million in 2014.

SOLVENCY RATIO

® Total Equity
m Non Current liabilities

m Total Current Liabilities

Capital Expenditure

In order to deliver our clients with services of the highest standard, we continue to invest into latest
technologies, machineries and equipment that would support the future execution of complex projects and
improve our margins. Accordingly, we have added property, plant and equipment amounting to AED 169
million in the year 2015 as against AED 77 million in the year 2014.

Fleet

Your Group currently owns a marine fleet consisting of 17 dredgers, 3 booster stations, an
accommodation barge (which can accommodate more than 300 personnel) and 72 other marine equipment
such as marine tugs, fuel barge ships, support crafts and 162 earth moving equipment. With continuous
investment, your Group has grown its fleet and is currently one of the largest cutter fleet owners in the
region.
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INFORMATION TECHNOLOGY

During the year, your Group has focused on extending technology support across the Group. To ensure
the smooth functioning even in the time of catastrophic situation, your Group has established a Disaster
Recovery site to ensure seamless data availability and prevent any data loss. For better control over the
crew staff, your Group has developed crew management software. To keep the clients satisfied and to
ensure the healthy relations with them, your Group has developed Customer Relationship Management
solution.

HSE

Challenges

The year 2015 has seen another challenge for QHSE department represented in leading the QHSE of the
challenge consortium of the new Suez Canal Project. Our experienced team helped the project to
overcome the high potential risks associated with the works and successfully complete the project on time.

Performance

Despite the recent rapid growth and expansion of activities overseas, the results are reasonable. The lost
time injury frequency rate (LTIFR) fell from 0.05 in 2014 to 0.03 in 2015 and the total recordable incident
rate (TRIR) maintained at 0.21. This was the result of ongoing efforts on improving the preventive
measures and enhancing safety awareness, the number of HSE awareness training, group meetings and
tool box talk is increasing

Notwithstanding of all our efforts and safety precautions, a downheartedly fatality happened, we learnt
from this fatality that ignoring “Safety First” may lead to a disaster, the lessons learnt and
recommendations helped us to find new ways to enhance the safety thinking in all aspects.
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Audits

In 2015, we conducted 25 Quality Audits and 8 internal HSE Audits of projects and several departments.
We also conducted 18 ISM vessel Audits. The outcome of audits helps your Company to improve its
current processes and to maintain its sustainable success.

Quality

In order to encourage the employees’ creativity and enhance the employees’ contribution in improving the
company performance, your Group implemented the Continual Improvement Program “Core” and the
Innovation Program “Afaq”. Both programs have seen meaningful achievement for Quality Department
and are helping your Group to find new ways for improvement. The ongoing efforts to enhance the
implementation of the Quality Management System and the international standards are recognized by our
clients and resulted in increasing client satisfaction towards QHSE activities from 89% in 2014 to 92% in
2015.

promence /|||
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Fatalit LTIF TRIR Near Misses Critical Occupational
Environment Illness
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MANAGEMENT DISCUSSION AND ANALYSIS

MANAGEMENT’S EXPLANATION ON QUALIFICATION IN AUDITOR’S REPORT

With reference to the Auditors’ Report — “Qualified Opinion” & “Emphasis of Matter” — Management
would like to highlight that the Group is executing strategic projects for the Government and/or
Government related entities. The Group is involved in the projects from concept design to final
construction and due to the nature of these projects, they require some time from completion to
finalization with the clients.

During the year, your Group has progressively received portion of the amounts outstanding from these
clients and the Group is following up with the clients to settle the balance amounts. Regarding the claims,
the management is confident and pleased to inform that we are in advanced stage of discussion with the
client and confident to settle the outstanding amount during the year 2016.

OUR COMPETITIVE STRENGTHS

We believe that we are well positioned to maintain and enhance our leadership position in the Dredging &
Marine Construction market, on account of our competitive strengths, which are:

Government backed dredging company in the UAE

NMDC is one of the leading companies providing dredging, reclamation, and marine construction work in
the Middle East. Our fleet mainly operates within the Middle East, however, our technical capabilities can
be extended to any part of the globe. We operate from a modern well-equipped premise, which includes
multi-discipline workshops, slip ways and fully supported administration and technical departments.

Largest Portfolio of Dredging Assets in the UAE

Your Group owns a marine fleet consisting of 17 dredgers with capacity ranging from 1,795 KW to
20,725 KW. Our dredgers are supported by our modern marine equipment such as tugs and multicat
crafts, and ably assisted by A-Frame barges wherever necessary. It is our endeavor to keep reviewing and
expanding our fleet to meet the exacting demands of our clients.

Strong relationships with Clients

Dredging and Marine Construction are our mainstream business positioning us at the top as one of the
largest dredging players in the region. Today our dredging operation capability in a highly sophisticated
business, and with the help of the latest modern technology helps our clients not only meet their demands
but to exceed their expectations.

OUR STRATEGIES

As a Group, we are committed to high quality growth while becoming a largest independent turnkey
solution provider in the region.
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Making foray into foreign market

Apart from consolidating the presence in the UAE market, we have established branches in Egypt,
Bahrain, Qatar, Saudi Arabia and India, and in progress to create our presence in Oman as a part of
strategy to foray into global market to reduce geography risk. This strategy has started to show results
whereby NMDC has executed couple of projects in Oman and have also been awarded with project in
Bahrain and Egypt. The Suez Canal project in Egypt is one of the largest and prestigious project for
dredging and reclamation. NMDC played a key role as the leader of the consortium (formed along with
three major players of Dredging industry) executing the project.

Reducing Operational Cost

During the year Company has adopted demand and supply model to support operations whereby focus is
to reduce fixed cost and optimize utilization of internal resources. Cost reduction drive has been initiated
with the intention to reduce cost without compromising the quality of services, which has resulted in
improvisation of system and reduction of substantial amount of cost.

While creating & developing good business relation with banks, your Company has given special
attention to reduce the financing cost, which has resulted in your Company being able to secure cheaper
funding & non-funding facilities.

Looking at the uncertainty prevailing in the Euro Zone and our exposure to EURO, your company has
been striving to keep itself hedged against the volatility of EURO through suitable Foreign Exchange
Products, and your Company has taken an initiative to hedge the EURO exposure by entering into
Forward Contract.

Inorganic Growth

Company has decided to strive upon the acquisition of entities on backward or forward stage of value
chain as well as willing to enter into strategic alliance or acquisition to diversify the business into civil or
infrastructural development.

Enhancement of the fleet capability

In continuance of an effort to get strategic edge in the market and to expand its scope of work, your
Company has acquired naval vessel “HSV-2 Swift” (HSV stands for High Speed Vessel) which is a
hybrid catamaran. It can be used for mine countermeasures, sea basing test platform and fleet support.

Further, Board has approved to acquire the strategic equipment ‘Hopper Dredger”, for which your Group
is in verge of signing the contract. Your Company is confident that the acquisition will not only provide
an edge but also widen up capability and the scope of work for your Group.

In addition, your Company has entered into an agreement to upgrade some of the existing equipment with
latest technology, which is expected to enhance the performance and lead to improvement in overall
performance and enhancement of their economic life.
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Optimization of capacity utilization

Company is committed to continue to optimize its capacity utilization by continuous project monitoring
and review, reducing equipment downtime through preventive maintenance and working with repair yards
to accelerate dry dock repair periods and through a renewed focus on training.

INTERNAL CONTROL SYSTEMS AND THEIR ADEQUACY

The Company has reasonable system of delegation at proper levels and an adequate system of internal
control commensurate with its size and nature of its business. The Company has its own independent
internal audit department for conducting extensive audit of various important operational and financial
matters.

To develop the culture towards zero tolerance to fraud, during the Group has set up Ethics & Compliance

Function which directly report to the Audit Committee. Further, to increase awareness, the Company
arranged multiple training sessions and workshop on Fraud Awareness.

EMIRATIZATION

The Company has devised a plan to implement Emiratization in order to provide more opportunities to
UAE Nationals to work in NMDC. The Company has been coordinating with government bodies like
Tawteen Council to support in this initiative. The Company provides training and resources while getting
them on board on full time basis.

ACKNOWLEDGEMENT

On behalf of the Board, I wish to express our appreciation for the support and cooperation of the financial
institutions, suppliers, subcontractors, business associates and government authorities and expect the same
in future for sustaining the Company’s growth rate. The Board would like to place on record its
appreciation to the hard work, commitment and unstinting efforts put in by your Company’s employees at

all levels.
MohaMI’\/Iurshed Al Rumaithi

Chairman
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