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Analysis

The Board of Directors of National Marine Dredging Company (“NMDC” or the “Group”) have the
pleasure of presenting the 2021 Annual Report” along with the audited financial statements as at
and for the year ended 31 December 2021.

Highlights

2021 was a turning point in NMDC's history. The merger with National Petroleum
Construction Company (“NPCC") on 11 February 2021 resulted in a transformation of the
size, scale and breadth of NMDC'’s operations, and resulted an exponential growth in
revenue and profits, and a significant enhancement in its financial position.

The merger was followed by a change in ownership from Abu Dhabi Development Holding
Company ("ADQ”) to entities in the Alpha Dhabi Holding PJSC (“ADH’, a subsidiary of
International Holdings Company) group, and the Group closed out the year with a
consolidated net profit crossing the threshold of AED 1 billion for the first time in its 42-
year history.

At the same time, along with the rest of the world, NMDC faced the unprecedented
economic challenges caused by the COVID-19 pandemic, but displayed resilience and
continued to report an improvement in overall financial performance, while keeping the
health and safety of its employees as the number one priority.

*2020 financial values in this report are for NPCC and 2021 is Group consolidated (NMDC & NPCC)



The merger resulted in an immediate increase in the geographical diversification of the
Group's consolidated revenues of AED 7,889 million for the year-ended 31st December
2021, as compared with year ended 31 December 2020 as shown in the pie chart below:
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As a testament to its continuing growth, the Group has recently been awarded the
following new major projects in the latter half of 2021 and early 2022:

>

At the annual ADIPEC 2021 conference, the Group was awarded the Dalma Gas
Development project by ADNOC for a contract value of AED 1.89 billion;
additionally, the Group signed two MOU's with Egypt's Petrojet and China's
CNCEC

The Group concluded the year winning an AED 1.3 billion contract from AD Ports
Group for Shamal Development marine works and Zulf Marine Field contract with
ARAMCO in Saudi Arabia for a contract value of AED 8.2 billion.

In January 2022, the Group was awarded the Umm Shaif Field contract from
ADNOC in UAE for a contract value of AED 3.5 billion. It is worth mentioning that
Umm Shaif is ADNOC's most historic offshore asset, and 2022 marks the 60"
anniversary of the UAE's first oil export of Umm Shaif crude oil (July 1962).

The Group was also awarded a project for dredging works at the entrance to the
navigation channel and the trench of the quay wall in Safaga Port in Egypt with a
contract value of AED 79 million.

|'



Financial Results

The Group achieved revenues of AED 7,889 million and net profits of AED 1,003 million for the
year 2021 as compared to revenues of AED 4,424 million and net profits of AED 107 million in
2020.

Despite the improved performance, due to the expected significant and all-pervasive effect of the
ongoing COVID-19 pandemic on the future operations and performance of the Group, the
Directors have proposed that no dividends be paid for 2021, in order to enable the Group to
maintain its cash reserves to fund its ambitious growth plans and to meet the challenges that may
lie ahead.

Financial Position

The Group’s equity stands at AED 5,518 million at end of the year 2021, which is an increase of
78% from the year 2020. The significant growth is primarily on account of the merger with NPCC
and net profit recorded in the year 2021.

In 2021 Group maintained a debt-to-equity ratio at 24%, lower than in 2020 at 44% mainly because
of increase in equity post-merger with NPCC.

Capital Expenditure

In order to deliver our clients with services to the highest standard, we continue to invest in latest
technologies, machinery and equipment that would support the future execution of large, complex
projects and improve our margins. Accordingly, we have invested in Fixed Assets AED 178 miillion
in the year 2021 against AED 112 million in the year 2020. The majority of the capital expenditure
in 2021 relates to payments for the Dry-docking, automation/upgrade, and major overhaul of
existing vessels, and investments in other equipment.



Fleet

The Group currently owns a marine fleet of 130 vessels consisting of:

19 dredgers + 3 floating booster stations

2 Dynamic Positioning (DP2/DP3) Derrick / Pipelaying barges (with 4,200t & 1,600t lifting
capacity & more than 300 pax accommodation each

1 Self Propelled Heavy Lift Ship (With 2,500t lifting capacity with 240 pax accommodation)
3 towed Derrick / Pipelaying barges

6 Self Elevating Platform work barges

96 other support craft (Tugs, Barges, Multicats, Accommodation barge, etc)

Extensive range of land based equipment (Excavators, cranes, generators, etc)

Following the merger, cross utilization of the fleet between the main business units is a key
element of the Group fleet management strategy to ensure the maximization of utilization and cost
effective work execution on our portfolio of projects.

Information Technology

During the year, your Group automated many business processes in order to increase users’
efficiency while maintaining corporate governance. We have developed/implemented:

AVEVA ERM Engineering system which is a state of the art engineering system to
enhance our capability to deliver projects to our clients

Decision making support Executive Dashboards such as Balanced scorecards, Group AR
Aging, Group Unbilled Aging, Financial Performance in order to assess performance
against targets and to take meaningful action where required.

‘Oracle isupplier’ (Online Supplier Invoice Entry system). Now, suppliers can submit their
invoices with attachments through NMDC Supplier Portal and can review the payment
progress online.

Self-billing in the Oracle system eliminating the approval process thus reducing the
turnaround time.

Stock planning and reporting functionality based on Serialized and Expiration details in
Emarat Europe.

Integrated the Ineight application with Oracle to have complete control on Project Budgets
and provide various Project Performance Dashboards based on actual data.



Information Technology continued

Digital Vendor Mobilization Plan- DVMP. The system manages the vendor mobilization
and site engagement until final demobilization. It is a collaboration between all involved
sections (Sub-Contract, Commissioning, PMT, and Construction) to ensure efficient
utilization of the mobilized vendor and proper follow up on all requirements.

Construction Management Portal - CM Portal. The system enables the construction
manager to manage and monitor projects from a single solution.

To increase the efficiency of our (On Shore) Engineering department, we have launched
Bill of Quantities — BoQ. The system generates the Bill of Quantities (BOQs) from the
engineering generated MTOs or MTOs received from clients' feed'in tendering. The BoQ
and Preamble system will be used in pricing when subcontracting strategy is being applied
on onshore projects.

NMDC IT has also promoted communications and information security in more
sophisticated ways:

Communication: NMDC IT continued the adoption of Online Services ; providing a platform
for Collaboration, Online Meetings and one to one online calls. This fulfilled the
requirement of communication and collaboration without the need of physical presence
during COVID-19 crisis.

NMDC IT has upgraded the datacentre to ensure stability in Core network and thereby
providing high availability for critical IT Services.

Completed ISO 27001 Recertification which is the most prestigious certificate in the
Information Security area, to obtain an international recognition on the level of our data
centre security; due to high concern of the IT security we obtained many certificates /
Recoghnitions includes:

ISO 20000 (IT Service Management) Surveillance Audit

IT Security Certification audit for Abu Dhabi Health Authority

IT Security compliance audit for Saudi Aramco



Quality, Health, Safety and Environmental (“"QHSE")

Notwithstanding the challenges brought about by global downturn and the continuing COVID-19
pandemic, NMDC continued to scale new heights in Quality, Health, Safety and Environment
(QHSE) performance.

2021 witnessed another strong performance path, with a Lost Time Recordable Incident Rate
(LTIR) of 0.05 per Million man hours worked as well as a Total Recordable Incident Rate (TRIR)
of 0.70.

In order to maintain the continuous improvement for QHSE performance, NMDC is committed to
managing the risks associated with its activities and services. To fulfil the commitment, HSE
initiated the following activities for the effective implementation of a HSE Management System
and promote a proactive safety culture:

. Enhanced the sub-contractor's compliance to NMDC's HSEMS at the worksite, by
enforcing monitoring and auditing;

. Introduced Supervision and Leadership Campaign to increase the awareness of Line
Manager’s skills and competency to lead the team;

o Implemented Heat Stress Campaign and managed no serious heat related iliness.

° Due to presence of multi-cultural employees and their limited ability of understanding

English, we translated the HSE awareness presentation to several languages and
demonstrated to the workforce;
Conducted several HSE awareness session for the key personnel in project to emphasize
their accountabilities and ownership towards HSE

Enhanced employee’s welfare facilities at the site and camps;

Enhanced employee wellbeing and behavioural attitude towards safety;

Enhanced participation Top Management in Site Walkthrough;

Enforced strict implementation of Permit To Work (PTW) system;

Initiated program to reduce emission of CO2 in all over the operation; and

Initiated Blood Donation Campaign.

As part of Management commitment to improve and proactive approach towards QHSE, NMDC
encourages employees by increasing their skill, competency and safety awareness by providing
training. Most of the trainings were given in-house but some advanced and mandatory
competency training were provided externally by third parties as required. The training hours for
2021 was more than 145,000 hours.

As part of NMDC Group efforts to protect the health and well-being of the group employees with
the development of the COVID-19 variants, the Group’s Crisis Management Team has developed
and implemented guidelines taking into consideration the global analysis results and scientific
studies expecting increase in the number of cases and low to negligible severity levels of impact
and symptoms.



Quality, Health, Safety and Environmental (“QHSE”) continued

We continued to maintain our strong focus on reducing our environmental impact from our
operations, and with the key initiatives developed for 2021 we saw a benefit across all our
operations through our environmental monitoring programme. 2021 maintained our record of
another successful year with no pollution incidents occurring. These accomplishments are
remarkable considering that these were achieved while we were heavily engaged in the
implementation of our major projects and the development of new fields.

The long term investments we made in the human aspects of QHSE reflected these excellent
results. People are the Group’s most valuable asset; hence, we put proactive programs and
behavioural safety tools, which our employees and contractors completely embraced and
practiced, thereby maintaining a vibrant HSE culture in all areas of our business.

The coming years will see ever more increasing challenges after the merger of NMDC and NPCC.
Our risk exposure levels will continue to rise and our exceptional QHSE performances in the
recent years could lead to complacency.

It is therefore imperative that while we celebrate our triumphs, we also remind ourselves,
all our employees, contractors and third parties to be vigilant and continue our best efforts to
meet the challenges for the year 2022.

Our Competitive Strengths

We believe that we are well positioned to maintain and enhance our leadership position in the
markets that we operate in, on account of our competitive strengths, some of which are:

One of the largest integrated EPC and dredging entities in the region

The recent merger has transformed NMDC into one of the leading fully integrated EPC players in
the region, with increased scale, revenue and cost synergies, access to wider markets and
revenue diversification (segmental, geographic and client base), and strong capabilities across
the value chain to support future expansion plans.

Largest Portfolio of Marine Assets in the UAE

The Group owns a dredging & marine construction fleet consisting of 19 dredgers with capacities
ranging from 1,795 KW to 20,725 KW, including two Trailing Suction Hopper Dredgers with
capacities of 6000m3 and 8000m3, 2 Dynamic Positioning (DP2/DP3) Derrick / Pipelaying barges
(with 4,200t & 1,600t lifting capacity & more than 300 pax accommodation each, 1 Self Propelled
Heavy Lift Shit (With 2,500t lifting capacity with 240 pax accommodation), 3 towed Derrick /
Pipelaying barges, 6 Self Elevating Platform work barges.

Your vessels are supported by modern marine equipment such as tugs and multicat crafts, and
ably assisted by A-Frame and barges wherever necessary. As part of NMDCs strategy, it
continually reviews and expands its fleet to meet the challenging demands of customers and
provide a first class service on all projects sanctioned.



Our Competitive Strengths continued

Strong relationships with Customers

EPC Contracting and Dredging and Marine Construction are our mainstream business positioning
us at the top as one of the largest players in the region, with an established track record and
strong relationships with most of the customers in the region. Today our operations are a highty-
sophisticated business, and our latest modern technology helps our customers not only meet their
needs 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. Our growth strategy is underpinned by the following six
strategic objectives, that are each supported by a set of underlying initiatives:

. Grow returns through access to new markets and new segments

° Activate selected step-out opportunities to generate new revenue streams

® Solidify Strategic Position through strengthening government and client relationships
° Realize the full potential of the synergies from the merger

. Embrace highest standards of project controls

. Foster the Group’s portfolio growth to build integrated end-to-end service delivery

Internal control systems and their adequacy

The Company'’s internal control system is established to ensure that the Board and Management are able
to achieve their business objectives in a prudent manner, safeguarding interests of the Company's
shareholders and other stakeholders, whilst at the same time minimizing key risks such as fraud,
unauthorized business activity, misleading financial statements, un-informed risk-taking, or breach of legal
or contractual obligations, and also ensuring highest quality achieved in a safe and sustainable
environment.

The guidelines for design and implementation of the internal control systems is provided by the Company’s
approved Corporate Governance Manual and applicable regulations. The Board and its Committees provide
oversight on the systems, and the Management is responsible for ensuring that adequate internal controls
(both financial and operational) are in place and applied to safeguard and manage the assets of the
Company, in an effective and efficient manner.



Internal control systems and their adequacy continued

The Company’s internal control is designed to mitigate, not eliminate, significant risks faced. It is
recognized that such a system provides reasonable, but not absolute, assurance against material
error, omission, misstatement or loss. This is achieved within the Company through a combination
of risk identification, evaluation and monitoring processes, appropriate decision and oversight
forums, assurance and control functions such as External Audit, Internal Audit, Ethics &
Compliance, Quality, Health, Safety and Environment function. These ongoing processes, which
comply with leading practices and the Corporate Governance Guide, were in place throughout the
year under review and up to the date of approval of the annual report and financial statements.

During the year 2021, the Company was subject to the following independent assessments of its
internal control system:

. Annual external audit and interim reviews of NMDC Group consolidated financial
statements through EY, a professional services firm. The external audit work covers
assessment of internal controls over financial reporting, although the same does not entail
expressing an opinion on the effectiveness of the Company's internal control.

. Process reviews of NMDC Group business processes and functions through the Internal
Audit Function, according to an Internal Audit Plan approved by the Audit Committee. The
scope of internal audit for the year 2021 covered both core and support processes at
NMDC Group, and were prioritized in accordance with Risk Analysis Methodology.

Emiratization

Emiratization is a Key performance indicator of NMDC vision and mission for the past years and
surely for year 2021.

NMDC trains Emiratis in various fields and provides life skills. Various initiatives and channels
have been taken at NMDC in 2021 for boosting the U.A.E national’s talent in the EPC and dredging
and civil marine industry:

NMDC has signed a legal commitment with Abu Dhabi Human Resource Authority for hiring UAE
Nationals in maritime transport industry through its fresh graduate engineering program.

Fresh Graduate's engineers are tested; interviewed and selected to start an exciting career with
the Group through a two years fresh graduate program during which they learn and proceed with
on the job training on our sites and in various departments.

In Addition; NMDC has established its Dredging Academy through which semi- skilled U.A.E
national workforces is hired to be trained in the core activity of the business being dredging. Life
dredging simulators are established in the Academy for this particular purpose; and detailed
courses are also provided by our industry experts.

As of 2021 U.A.E Nationals constitute 10% of the organization workforce, with plans to keep
increasing it year on year.
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