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Directors’ Report

The Directors of the Company have pleasure in presenting the annual report along with the audited
accounts for the year ended 31st December 2017.

Highlights
Contract revenue
e Despite the ongoing challenges in the market
NMDC has shown resilience and reports a
strong improvement in the financial
performance.
e NMDC’'s new hopper dredger Arzana was I

2,546
1,737
2,288

1,224
1,418

successfully launched on 20 September 2017
at the shipyard in Kinderdijk, the Netherlands
and was taken into service in March 2018. 2013 2014 2015 2016 2017
e In November 2017, NMDC signed an
agreement with Canal Harbour and Great
Projects Company, an affiliate Company of
Suez Canal Authority in Egypt. The agreement
relates to the incorporation of a joint venture to
execute dredging and related works in the Arab |
Republic of Egypt. ‘
|

|

Profit for the year

152

101

e In December 2017, the East Sitra project in
Bahrain was handed over to our client. The

57

project exceeded 5 million man-hours without . -
any lost time incidents. 2013 2o b 2o 2007

Financial Results

Earnings and dividend per share
Your Company achieved contract revenues of AED (in AED)
1,418 million and achieved a net profit of AED 101 FireTemE Il ST
million for the year 2017 as compared to AED
1,224 million and a net profit of AED 57 million
respectively in 2016.

091

0.61

0.40

= 0.50

| 036

Earnings per share increased from AED 0.23 in _ - .
2016 to AED 0.40 during the year. The proposed : ' — s — o0
dividend for 2017 is AED 0.20 per share, a 33%

increase on last year and equal to a pay-out of 50% 2013 26ig L) P 2o

of Earnings per share.

0.23
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Financial Position

Your Company’s equity stands at AED 3,381
million at end of the year 2017, which is an
increase 1% YoY from AED 3,360 million at end
of the year 2016. The total equity has been
relatively stable from 2013 through 2017,
increasing at 0.3% CAGR.

Total equity

3427

3,355
3,360
3,381

3,340

capacity of the Company, stood at 80% at end of

the year 2017 as against 77% at end of the year

2016. Low level of debt in capital structure is in 2013 2014 2017
line with the strategic decision to keep the

composite leverage at an optimal level.

Solvency ratio, which represents debt paying I

Capital Expenditure

Solvency ratio

In order to deliver our clients with services to the

highest standard, we continue to invest into

latest technologies, machineries and equipment 2017, 18%
that would support the future execution of 2017, 2% M
complex projects and improves our margins.
Accordingly, we have added Fixed Assets
amounting to AED 196 million in the year 2017
as against AED 153 million in the year 2016. The
majority of the capital expenditure in 2017 relates
to instalments on the new hopper dredger that is
under construction.

2016, 21%
M Total equity

2016, 2% S
Non-current liabilities

2016, 7% 2017, 80% Current liabilities

Capital expenditure

Fleet

Your Company currently owns a marine fleet
consisting of 17 dredgers, 3 booster stations, an
accommodation barge (which can accommodate
more than 300 personnel) and 71 other marine
equipment such as marine tugs, fuel barge ships,
support crafts and 162 earth moving equipment.
With continuous investment, your Company has
grown its fleet and is currently one of the largest
cutter fleet owner in the region.

186

In March 2018, the newbuild hopper dredger ‘Arzana’ was taken into service. Addition of this
vessel to our fleet will allow NMDC to take on more challenging and diverse projects in coming
years.
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Information Technology

During the year, your Company has focused on cyber security with the increased trend of ransom
attacks, NMDC implemented very sophisticated solutions to ensure the integrity and security of
data and prevent any unauthorized access to its sensitive information.

In order to increase efficiency and provide better employee services for NMDC employees at
remote projects, NMDC developed NMDC mobile application. This mobile application enables
employees to interact directly with their human resource data to inquire, review and act upon
transactions in the workplace. This is to reach "paperless” office, streamlined business processes,
and increase employee’s satisfaction.

To facilitate the international expansion of the group, NMDC rolled out the implementation of
Oracle to all its subsidiaries such as Maldives, India and Egypt. With Oracle implemented in all
our key operating sites, efficiency, standardization of data and reports and control on the foreign
operations is enhanced.

To maintain or resume business operations in the event of disruption, NMDC completed the
establishment of its Disaster Recovery site. NMDC implemented maximum measures to mitigate
potential downtime and to recover NMDC operations to the point where business can be returned
to as close to normal as possible following a disruptive incident.

NMDC developed automated production reports which provide information about the daily
productivity of dredger in terms of volume dredged, amount of time taken on the production and
areas of dredging. The reports provide the management a useful tool to assess the productivity of
the vessels, analysis of planning production with the actual production and it also help to forecast
the production volumes. These reports increased the efficiency of the dredgers on the projects.
Information is gathered about the consumption of fuel and utilized spare parts, pick points/cutter
teeth and other relevant data for monitoring technical and operational performance. The data
serves as historical tool to plan better in future projects in terms of which type of dredgers to be
utilized, time spend and volume of production achieved and cost of production.

Quality, Health, Safety and Environmental
‘“QHSE”[ Safety statistics

TRIR = LTIFR

During 2017, NMDC successfully completed the
transformation of our Quality Management
System (QMS) to the new requirements of 1ISO
9001:2015 and our Health, Safety and
Environment Management System (HSEMS) to
updated requirements of SO 14001:2015
resulting in certifying NMDC against the up-to- = s B oo
date standards, in addition to retaining the
certification of OHSAS 18001: 2007 and ISM
Code.

0.33
0.49

021
0.21
0.19

— 010
— 0.3 — 0.02

2013 2014 2015 2016 2017
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In 2018, NMDC plans to continue her alteration plan to cope with the expected new requirements
of ISO 45000 standard (Occupational health and Safety) as part of our pro-active approach as per
NMDC QHSE Policy objective to be fully compliant with applicable international standards and live
up to the expectations of our stake holders.

One of the major improvements and updates was clearly shown in the revised QMS risk register
on corporate as well as departmental levels to address identified RISKS and OPPORTUNITIES
related to quality. Revision Process was conducted in coordination with concerned department
heads. An annual “Internal QHSEMS Audit” Program is planned, implemented and monitored by
QHSE department. Root causes are identified for reported gaps during these audits and conveyed
to the concerned area leaders who are required to specify corrective actions to ensure prevention
of re-occurrences.

In 2017, we started a new initiative to involve members of various departments in the QHSEMS
internal audit team. More than 12 personnel received a comprehensive in-house training for
QHSEMS internal auditing process, which increases the “internal auditors’ pool members” and
contributes to the effectiveness of the program execution.

Furthermore, and acting in accordance with the Company interest to improve people competency,
internal trainings hours on 2017 exceeded 110K hrs. in various training disciplines. Periodic
performance analysis reports are presented to the executive management updating them of the
status of KPIs as well as areas of concern that require their support to address.

As a part of NMDC commitment to UAE environmental sustainability initiative, we have started in
2017 assessment and calculation of “Carbon Emissions” process on our base, in 2018, we are
planning to extend these calculations to project sites as well in the process to calculate our
“Carbon Footprint” which will enable us to take further measures to reduce the impact of our
operations to the environment, thus lead an even more effective role as a national Company in
line with our nation policies.

As an annual practice, QHSE department prepared a “Waste Reduction Plan for year 2017” in
compliance with Abu Dhabi Centre of Waste Management Policies for minimizing the quantities
of wastes through the applicable “Reduce, Reuse & Recycle” approaches. In this perspective, we
started enhancing the waste minimization practices at NMDC base, by incorporating additional
recycled items for collection and effective disposal, mainly Cartons, Wood, Paper and C&D.

NMDS also participated in the IADC “HSE Performance Award” as well as the BSI “Quality Award
for Innovative Solutions”. NMDC was well recognized for our submittals and participation.

I Page 4 of 7
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MANAGEMENT DISCUSSION AND ANALYSIS

Management’s explanation on qualification in auditors’ report

With reference to the Auditors’ Report — “Qualified Opinion” and “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 form
these clients and the Group is following up with the clients to settle the balance amounts.
Regarding the claims, the management is confident to settle the outstanding amount in the near
future.

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, slipways and fully supported administration
and technical departments.

Largest Portfolio of Dredging Assets in UAE

Your Company 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 and barges wherever necessary. It is our endeavour
to keep reviewing and expanding our fleet to meet the exacting demands of our customers.

With the delivery of the new Hopper Dredger Arzana, NMDC owns and operates the first chopper
dredger that was specifically designed for working in areas such as the Arabian Gulf and in similar
operating conditions. The project was delivered within the planned timeframe and within budget
due to an excellent co-operation between NMDC and the shipyard.

Strong relationships with Customers

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
customers not only meet their demands but to exceed their expectations.

Page 5 of 7
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Our strategies

As a Company, we are committed to high quality growth while becoming a largest independent
turnkey solution provider in the region.

Making foray into foreign market

Apart from consolidating the presence in the UAE market, we have established branches in Egypt,
Bahrain, Saudi Arabia, Oman, the Maldives and India, as part of strategy to foray into global
market to reduce geography risk. This strategy has started to show results whereby NMDC has
executed projects in Egypt, Bahrain and Oman and more recently in India and the Maldives.
Furthermore, the agreement with Canal Harbour and Great Projects Company (“CHP”) in Egypt
will enable NMDC to take a greater part in opportunities in Egypt and neighbouring countries.

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.

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

Your Company has taken delivery of TSHD ‘Arzana’ in March 2018. This newbuild ‘Hopper
Dredger’ is a strategic addition to the fleet. The Arzana was built at one of the leading shipyards
for this type of vessels. Your Company is confident that the addition of the Arzana will not only
provide an edge but also widen up the scope of work. In addition to the newbuild ‘Hopper Dredger’,
your Company has entered into an agreement to upgrade some of existing equipment with latest
technology, which is expected to enhance the performance and lead to improvement in overall
performance. and prolonging of their economic life.

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.
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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 year Company has set up Ethics
& Compliance Department which reports directly to CEO and/ or 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.

ACKNOWLEDGMENT

On behalf of the Board, | 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.
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Chairman’s Message

am pleased to meet you and present the Annual Report of National Marine Dredging Company
for the year ended 31st December 2017. The report includes a summary of the Company’s
performance, final accounts and Auditor’s Report.

| am glad to extend my 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

The global economy is experiencing a cyclical recovery, reflecting a rebound in investment,
manufacturing activity, and trade. This improvement comes against the backdrop of benign global
financing conditions, generally accommodative policies, rising confidence, and firming commodity
prices. Global GDP growth is estimated to have picked up from 2.4 percent in 2016 to 3 percent
in 2017, above previous year’s forecast of 2.7 percent. Global growth is projected to edge up to
3.1 percent in 2018, as the cyclical momentum continues.

Growth among emerging market and developing economies (EMDEs) is estimated to have
accelerated to 4.3 percent in 2017, reflecting firming activity in commodity exporters and continued
solid growth in commodity importers. Nonetheless, the estimated pace of growth in commodity
exporters in 2017, at 1.8 percent, was still subdued. EMDE growth is projected to strengthen to
4.5 percent in 2018 and to an average of 4.7 percent in 2019-20, in line with June forecasts. This
outlook is predicated on improved global manufacturing activity and robust global trade, broadly
favourable financing conditions, and firming commodity prices, amid an investment-led recovery
in advanced economies. The projected acceleration for EMDEs as a whole reflects a continued
recovery in commodity exporters, whose growth is expected to pick up from 1.8 percent in 2017
to 2.7 percent in 2018, as the cyclical rebound continues, and to an average of 3.1 percent in
2019-20. The rebound in commodity exporters is expected to be broad-based, so long as the
prices of oil and other commodities continue to rise.

Downside risks to global growth include increasing policy uncertainty in major advanced
economies and some EMDEs, financial market disruptions, and weakening potential growth. On
the other hand, the crude oil prices seem to have recovered in the second half of 2017 and are -
for the time being- stabilizing at higher levels than experienced in recent years. Upside potential
exists when oil price recovery supports activity in the oil and gas sectors and infrastructure
investments in economies that are dependent on oil exports. The current economic uncertainties
therefore on one side, holds threats but other side also offers opportunities for the acquisition of
quality assets and even companies.
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Under these challenging circumstances and in the unstable macro-economic environment, your
Company has done really well which is reflected in the financial performance.

The Company achieved contract revenue of AED 1,418 million against AED 1,224 million in the
previous year. Contracts were executed and services delivered to major customers like Ministry
of Housing in Bahrain, Abu Dhabi Ports, ADOC, GASCO, Crown Prince Court and the UAE Armed
Forces.

The net profit for the year 2017 is AED 101 million as compared to AED 57 million in 2016; an
increase in the profit by 78%. The net profit margin in 2017 is 7.1% compared to 4.6% in 2016.
The margin increase was due to effective cost control and improved utilization of our main
equipment compared to the year 2016.

Furthermore, your Company has shown a growth in Equity from 2013 to 2017 of 1.2% on a
cumulative basis, despite lower revenues than in previous years.

Your Company has demonstrated to be resilient coping with challenges of the current economic
circumstances. Next to achieving a positive net result, your Company has made significant
progress on the execution of new and challenging projects in amongst others The Maldives and
Guijarat, India as well as the extension of Khalifa Port in the UAE. The order portfolio at the end of
2017 remained strong at a value in excess of AED 2.5 billion. Your Company continues to play a
key role in the development by participating and executing key projects in marine infrastructure
and will continuously strive to set precedence.

Major Achievements

In March 2016, NMDC signed a contract for the construction of a 6,000 m3 Trailer Suction Hopper
Dredger with Royal IHC. The vessel was named ‘Arzana’ and launched in September 2017,
followed by successful sea trials and delivery in March 2018. Addition of this vessel into the fleet
will allow NMDC to take on more challenging and diverse projects in the coming years.

In November 2017, your Company has entered into a Memorandum of Agreement with Canal
Harbour and Great Projects Company (CHGP), an affiliated company of Suez Canal Authority in
Egypt. The agreement relates to the incorporation of a joint stock company (the “Joint Venture”)
to execute dredging and related works, and other engineering consulting services awarded by
third parties inside and outside the Arab Republic of Egypt. In accordance with the agreement, the
shareholding of NMDC is 49%.

These achievements are of strategic importance to NMDC as they will give your Company an

experience to be a main EPC contractor and enable your company to spread its wings outside the
UAE.

_ Page 2 of 3
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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 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.

Mohammed Thani Murshed Al Rumaithi 2\ S LER |
Chairman e M A4 Y4
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