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Or behall of the Boara | present 1re
Arab Heavy Indusines PUSC report for
t~e year ended 31 December 2005

Results for the year

Arab Heawy Ingusires (AHN acheved record performance
m 2005, Thes s gur esghleanth consecutiue wear ol
proflable ooeralhons

Tha Company sccompished J2% ana 8% year on year
WCTRESA on revenys and orof to DH 172 887 016 and
CH 17.557.522 resoectvely

Crverall performance [ 2005 was enhanced by Qood
CIRFEST NGO, SCrap incorme from high steel prices and
starlng perdormance from associate Arab Eagle Manne
Engereenng LAEMEL although fabncaion aciames
remamad low due o an exbemaly Compeline market
Az tha ofishore and manne busiNesses oontmped o 10
righa tha crast in 2005 AHI benefited from the favourabke

marke! condmons We reparad a 10tal of 210 vessals
in 2005, of which 138 | wele repaired on he
slipways. 40 in the Al Zora Drytock and the temaming
32 aflcar

The fompkeLion o by majo: Proects during the year
jackup ng Gulf 2 and pckup barge SEP-350 shored up ow
resuts for the full vear Golf 2 enabled AHI o make 8
breaktnrgugh 1o the oﬂsm'va! MATKRT

Aran Eagle Manre Engmeenng LAEME). twr atioal repars
arasion, perlonmed axtramaty weil o 2005, regetanng
aproft of OH 3 329 851 This sterding résalt contrbutea
crediably 10 The guerall rasgits of tha Compary

Together wilth AEME we nava establshed good track
records and demonstrated our esarcplary Shprepdr
capahdmas 1o oftar nme and savings lor ow gigbal
Chentehe Do rgwardng Dar IS WITR TEDear
customars such a5 Boseals Westrmmnester MY, Lamnalio
1Shyh Ltd Swire Pacific Offshorg, Tidenevater Intérmatonal
and Van Oard ACZ, amongs! others, héve mamtaméed oot
orofitabdiny



Business outlook

(hl and gas exploranon énd produclon 15 expecied o
sapand This should tuel business outicok n 2006, wih
ncreased manne and of'shore acThvries

Major cvil developmental projects i UAE, Qalar ang
Bahrain have pfecipitaied substantal dredging projects
The number of diedgers nperanng n The area has

mereased and potental for reoers of such vessels 5 hgh,

The robust econamic development in the UAE wail
contnue People are our most wital assers, and wea will
enhance our effar 10 attrady, gevelop, reward and ratan
laler s, Wa well 3iso increase our focus on cnincal argas
e safety cosland productivty. trameng and marketing,

Dividend and appropriation

Tha Board of Directors 15 pleased 1w recormmend g
aredend of 20% for the year ended 31 December 2005,
having fully considered the (ollowing approprialions -

DH.
Net profit tor the penod 17,557,522
Transfar 10 stalutory resernves 1,755 753
Preposad dhwidand 13,445 180
Othar appropnalinn 798,000
TRAMSFEA TO RETAIMED EARNIMNGS  1,558589
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greramant departmants for thar invaluable assstance
and co-Operaton.

Or hehalt of the Board, 1 wouid also ke 1o thank all the
statt and management for 1heir good work and all our
customears, supohers and sharenoldars for thesr suppor.

Obaid Ali Al Muhairi
Chairman

Ajrmgn, LIAE
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Repair & Conversion

Tha revanue of AR reached a record bigh in 2005 on
tre back of sustamed high oil prices strengthening the
ciHtshore sector and a rabust shiprepair market

Tha shpways and the 30,000 dwt Al Zora Dock were
fully utiized. & total of 210 vessels ware reparad, of
which 40 were camned out in the dock, 138 at the
slipways and the remainuing afloar

Ounng the yvear, the yard also completed bwo major
refurbishment projects They were he |ackup ng,

Gulf 2, tor Guif Dnlhing International (GO of Oatar and
the jackup barge, SEP 350, far Abu Dhabi-based
Maticnal Petrokeum Constructhon Company {INPCCH,

Returbishment and upgrading works carmead out on
Gulf 2 were both significant and demanding for AHI

An enbime nenw evel of accormmodation Quarters was
fabncatad and installed, increasng the creve capacity (o
96 Exishing accommedaton and the jacking control

house were refurbished, and a new hebcopter waiting
room installed. The melideck was strengthened

An additional main generator enging was installed in
the machinary rocm, whera pipalines were modifiad
and nesy exhaust ing run 1o port leg anaa.

The cantilever was strengthened, with renforcemant
made 1o hull and transom. The gnpper and hydraulic
skid rams weare completely overhauled Repair works 1o
thie dernck ang sulsirouiune were also Larnied aul,

There ware extensive null steel work repair. All tanks
were surveyed, blasted and pajnted after removing the
Eurgka Coating.

The raw water towear was lotally refurmsned with new
forward rack and honzontal and diagonal bracings as
well 35 8 new coat of paint

Tha nutl, all three legs. deck and accommaodation
structure and helideck were all grithlasted and painted.



For SEF350, AHI's scope of work was to completely
refurbish the barge in complance with the latest
regulations by ABS

The entire accommodat.on block was stripped down,
renewesd and modified. Additional rooms were created,
including a new lounge and prayer ropm.

All electnical cables approximately 25.000 meters and
HWAC trunkings were completely renewed. The
sprinkler system, fire and gas alarm system,
communications and navigational equipment, pumps,
emefgency generators, fuel pumps, ballast pumps was
completaly also renawed.

Two new Caterpillar main ganearator engines ware
ingtalled, loao tested and COMMISSONEed

A total of 250 tons of high tensile stesl and 5.000
meters of piping were renawed. All the tanks and the
entire barge was blasted and coated with HEMPEL
paint covenng an area of 40,466 square meters

& full commissioning of all equipment, machinery,
electncal system was carned oyt, and the pipe
pressure cabibrated, 1o the clisnt and class’'s
satisfaction

Waork done for other mapor customers who docked
their vessels with AH| included blasting, painting,
rmechanical work and steel renswal Thay included
Dredgar Lelystad, Ham 312 and Ham 317 ownead by
Van Qord ACZ from the Metherlands. and Barge Jubai
and Tug Germimi awned by Bahrain Bulk Trade.

Tridanr Bibby One returned during the year lor special
survey, The nig's starboard leg hydraulic power pack
wias removed from the machinery room and installed
on deck adjacent 1o leg. The |acking system,
gearboxes, pinions and brake mechamsm for all three
legs were overhauled.

The yard carned out leg inspection and MPI on nodes
of legs by rope access method, and at the same hime
scrapad and degreased the legs. MPI was also camed
out on leg rack, chords, braces, spud can. prions, rack
guides, underside of hehdeck, crane pedestal and
inside tanks.

Clearance of pinions was checked, spares and
replacement to the helideck safety net were provided.
The helideck was also washed and coated.
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Afloat Repairs

Associate Arab Eagle Manna Engineenng (AEME]
delwvered a sterbng parformance in 2005 amudst stiff
Competibon

AEME repared a wotal of 19 vesseis. 5V Echpss,
owred hy Cal Dve Inmtematonal Ing, was docked for
mgp repair and overhaul 10 1S cranes. The Dynamic
Fosmireng (0P Uit was orvarhiaubed, helideck zarm
discharged and pipng renevwed. Vanous piping
including those for sewage and Alfa Laval Coolers wera
1engwal

The radar dome pedestal was renewed wilh sodibional
reintorcemaents Vanous othar structuras \ware
fabrcated and suppbed, ncluding mock up oaller,
Subses CONNeCIors, spreader beams and anchor
assembhes

Repear customer, Hallworthy Shipping Ltd, continuead
10 Supoor AEME wath work on jackup ng FO V

A magor programme of hull steel renewal in pre-load
and ballast tanks was camed oul while the rig was in
active operahion The vessal was in lraman waters and

a logstcal supply chain was arranged fram Sharjah,
UAE, 1o rotate manpower and provice stael equipmant
and oThed CONSumabDies

Hanging stagings were arranged and a planned
sequence of hull steel plate and internal frames was
progressvely rengwed All work was in accordance 1o
ABS requirements and full non-gestructnee test INDT)
INSEECTIon was conducted 10 class and owner's
satsfaction

AEME also clinched the majm cantract for pipe-laving
Casrom-2 owned by Saipem, italy hMajor modifications
and reinfarcement of the hning hine in tha aft was
carned out i afloat conditions. Twin cotterdams weare
arected o keep out the sea,

Tha wark was carmed out to the exacting requirement
of design engineers from Saipem. Finng hine raller
guide structure was similarly fabricated 1o very stnct
telerances and installed. Sea gravity anchors were
completely remodeled and strengthened by renewing
Iifting eyes and structural trames  Mew weight blocks
magde from concrete filled steel containers were 5a1
and nstalleg



 Tatent Developuent &

Conmuinily Service

Stafl Training

Staf vranmg and gevelopment & key 10 hegher
productraty  To stay ahead of competibon and 1o meet
future challenges, emoloyeses arg guipped with the
latest kngwiedge and skills

During he year, SUPenisors ATended SEmnars on
comprassors, SKF oroducts and Autocad 2005 corduct
by Anchor Marne, Gull Mechamical Engneenng &
supphes and Omno Internabonal Inc respectnsehy

Safery remained n focus a1 re yard Lessons kearned
by offers a1 semnars on sale work Dractioes wers
snared with rest of staft Ancther example 15 the
seminar atlended by AHl produchon manager on
sglecton, apphcaton, Operaltons and Mantenancs of
pumps i Dpeng. dredging and heavy-duty apobcanons
conducted by Gut Mechanical Grouo, Duba

AHI's actrve parlicigalion In Sporting. socal
development and chamable evenis underscores the
imporiance it places on stakl recreaton and community
SETVICES.

Durning the yead  the company contnbuled 10 vanous
weifare and pubbc organizabons through donations in
cash and ond. It also sponsored an educabional g for
students of Highe: College of Technology Sharah

The annual inhouse onckel lourmamen! for empioyees
was welksupported
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Balance Sheet

Al 31 Decemnber 2005

Assets

MNon-current assets

Property, plant and equipment, net
Investment in an associate

Current Assets

Irventories

Work-in-progress

Cue from related parties
Accounts receivable
Frepayments and other assats
Bank balances and cash

Total Assets

Equity And Liabilities
Capital and reserves
Share capital

Statutory reserve
General reserve
Retained earnings
FProposed dividends

Total equity

Maon-current liabilities
Employees’ end of service benefits

Current liabilities

Accrued expenses, provisions and other habilities

Due to related parties
Accounts payable

Total Equity And Liabilities

Notes

10
11
12

13
13

14

15

16

The attached notes 1 10 20 farm part of these finencial stetements,

105,678,936
1,321,503

107,000,439

3,793,360
3,689,896
307,695
24,597,577
1,696,022
30,838,116

64,922 666

171,923,106

67,225,900
16,932,037

6,722,590
20,526,237

13,445,180

124,851,944

5,286.000

29,433,082
2,871,792

9,480,287

41,785,161

171,923,105

26,348,234
1,445,078

98297312

3,524,845
16,031,666
543,507
18,552,522
4,550,735
28975131

73,178,436

171,475,808

67,225,900
15,176,284

6,722,590
18.967.648
11,428,403

119,520,825
4,886,390

31,301,940

2,950,441
12.817,212
47,069,593

171,475,808




sicomeStatement— ——==—==—-—--- ...~ . .

Year anded 31 December 2005

Nores
Revanues 3
Operating axpensas 4
Oparating profit
Interast iIncome
Share of results of an associate )
Other ncomse
Profit for the year
Earnings per share 5

Tree attachad notes 1 1o 20 form part of these financial statements

122,887,016

(110.660,192)

12,226,824

686,681
1,664,925
2,979,092

17,567,522

26.12

100,799,516
(88,260,277)
12,539,239

195,150
1,009,678
2,395,325

16,139,392

24.0
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Balance as of 1 January 2004

Met profit for 2004

Transfer to statutory reserve
Proposed dividends (Mote 14)
Directors’ remuneration {Note 16)
Balance as of 31 December 2004
Met profit for 2005

Transfer to statutory reserve
Dividends paid

Proposed dividends (Note 14}
Directors’ remuneration (Mote 16)

Balance at 31 December 2005

Share Statutory General Retained Proposed Total
capital reserve reserve earnings dividends AED
AED AED AED AED AED
{Note 1) {Note 13) fMote 13)
67,225,900 13,562,345 6,722,590 16,668,598 104,179,433
. - - 16,139,392 - 16,139,392
- 1,613,939 - {1,613,939) -
- g (11,428,403} 11,428,403 -
- - o {798,000 5 (798,000)
67,225,900 15,176,284 6,722,590 18,967,648 11,428,403 119,520,825
- . 17,557,622 . 17,857,522
- 1,755,753 - (1,755,763) - -
= d o - (11,428,403} (11,428,403}
= E 5 {13,445,180) 13,445,180 -
- - {798,000/ - (798,000)
67,225,900 16,932,037 6,722,590 20,526,237 13,445,180 124,851,944

The attached notes 1 to 20 form part of thesa financial statements,
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_ o otatement Of Cash Flows

Year gnced 37

Decembes 7005

Operating Activities

MNet profit lor the year

Adjustments for

Deprecsation

Employees’ end of senvice benafts, nat

Gain on disposal of property. plamt and eguipmeant

Working capital changes,

Irveniones

Wark-in-proguess

Due trom related parties

ACCOUNTS recaivable

Prepayments and other assers

Accrued expensas, provisions and other habulmes
Due 10 relared partias

AcCounts payable

Met cash from operating Bctraties

Investing Activities

Purchase of proparty, plant and equipment

Proceseds from disposal of propearty. plant and equipment
Investment in an associate

Mert cash used in INVasTING acTviTias

Financing Activities

Dividends pag

Directors’ remuneration pand

MNet cash used in financing activities

Met Increase In Cash And Cash Equivalents
Cash and cash equivalents at the beginming of the year

Cash And Cash Equivalents At The End Of The Year

The attached notes 1 1o 20 form pan of thess francial statements,

MNota
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2005
AED

17,557,522

4,639,132
400,610
(203.141)

22,394,123

(268,515)
12,341,770
235,902
16,045,055)
2,854,713
(1,868,858)
{78,649)
(3,336,925

26,228,506

(13.469.887)
203,194
127,575

(13,139,118)

(11.428,403)
(798.000)

(12,226,403)

862.985

29.975.131

30,838,116

2004
AED

16.138.392

4,759,639
180,780

21.078, 71

(2,789,240}
114,449,610}
1255,851)
14,466,926}
(3,741,175
20,936,228
1.456.395
3.092,968

20,862,500

(1,754,661)

112,178

{1.766.839)

(7,394,849)
(387,000

17,781,849

11.313.812
18,661,219

2897511

25



o Notes To The Financial Statements

A1 31 December 2005

ACTIVITIES

Araly Heavy Industnes Public Joint Stock Company ithe "Company’ is a public joint stock company incorporated in
the Emurate of Ajman, United Arab Emirates, pursuant to a decree 1ssued by H.H. the Ruler of Ajman in 1975, The
suthonzed, 1ssued and fully paid-up share capital of the Company comprises 672,259 shares of AED 100 sach. The
regisiered address of the Company is P.Q. Box 529, Ajman, United Arabb Emirates.

The principal actrity of the Company is ship repair and steel fabncation,

SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
The financial staternents have been prepared in accordance with Intemational Financial Reporting Standards,

The financial slatements hawe been presented in United Arab Emirates Dirhams.

Accounting convention
The financizl Staterments are prepared undér the histoncal Cost Convantion

The accounting pohcies are consistent with those used n the previous year,

Revenue recognition

Revenue s recognized by reference to the stage of completion of the jobs and stated net of discounts and
allowances

Intarast revenua 1s recognized as the interas! accryuaes.

Property, plant and equipment

Property, plant and eguipment is stated a3l cost less accumulated depreciabion and any impairment in value. No
depraciation 1§ provided on freehold land and construclion-in-progress.

Depraciation is provided on a straight-line basis over the assets’ esumated useful lives a1 the following annual rates:

Building and structura 2.85 10 33%
Plant and machineny 2851w 33%
Vahicles, vassals and moving aguipmaent Sto 3%
Tools, computers and turniture and fixtures 20 10 3I3%

The carrying values of property, plant and eguipment are rewewed for imparment when events or changes in
circumstances indicete the carrying value may not be recoverable. If any such indication exists, the assets are
writtan down to theair récovarable amount

Impairment and uncollectibility of financial assets

&n assessmant is made at each balance sheetl date to determine whether there is objective evidence that a specific
financial asset may be impaired. If such evidence exists, any impairment loss is recognsed in the income
statement. Impairment is determined as the difference betwean cost and the present value of future cash flows
discountad at the current market rate of return for 3 similar financial asset.

Investment in associate

The Company's investment in its associate 12 accounted for under the equity method of accounting  An associata is
an entity in which the Company has from 20% to 50% of the voling power or over which il exercises significant
influence, Investment in associate is carried in the balance sheet at cost, plus post-acguisition changes in the
Company's share of net assets of the associate, less any impairment in valve. The income statement reflects the
Company's share of the results of its associate.

Unrealised profits and lpsses resulting from transactions between the Company and its associate are eliminated 1o
the extent of the Company's interest in the associate,



o Notes To The Financial Statements

A1 31 December 2005
2 SIGNIFICANT ACCOUNTING POLICIES - continued

Work-in-progress

Work-in-progress is stated at cost plus attrioutable profit, less provision for any anticipated losses. Where the
payments received and receivable for any contract exceed the cost plus attributable profit or l2ss anticipated
losses, the excess 15 shown as excess billings. Costs include direct materials, wages, subcontractors’ costs
and overheads.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is determined using the
weighted average basis. Cost includes purchase cost, freight, insurance and other related expenses incurred
n bringing the goods 1o their present condition and location. Net realizable velue is based on the normal
selling prce, less cost expected 1o be ncurred on disposal,

Accounts receivable

Accounts recevable are stated at onginal inwgice amount less a provision for any uncollectible amounts.
An estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are
written off when there 1s no possibility of recovery.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and cash at banks. Cash eguivalents are short-term highly
liquid investments that are readily convertible 1o known amounts of cash with original maturities of
three meonths or less from the date of deposit and that are subject to an nsgnificant risk of change in valus,

Employees’ end of service benefits

The Company provides end of serice benefits 1o its expatriate employees. The entitlement to these benefits
i3 based upon the employees’ salary and length of service, subject to the completion of a minimum service
pericd. The expected costs of these benefits are accrued over the period of employment

Accounts payable and accruals
Lizbilities are recognized for amounts to be paid in the future for goods or services received, whether billed
by the suppler or not.

Provisions
Provisions are recognized when the Company has an abligation arising from & past event, and the costs to
settle the obligation are both probable and able to be reliably measured.

Provision for warranty is made on the completion of a job to cover any lability which may arise during the
warranty period and s based on management’s judgment.

Foreign currency translation

Transactions in foreign currencies are recorded at the rate of exchange ruling at the date of the transaction,
Maonetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange
ruling at the balance sheet date. Al differences are taken to the income statement.
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A1 31 December 2005

3

REVENUES

Ship repair
Steel fabrication

OPERATING EXPENSES

Matenal and subcontractor cost
Other operating expenses
Payroll and related expenses

Depreciation

EARNINGS PER SHARE

2005
AED

122,607 550
279,466

122,887,016

2005
AED

78,113,543
11,723,376
16,184,141

4,639,132

110,660,192

2004
AED

100,615, 896
179,620

100,799,518

2004
AED

57,245,370
11,876,075
14,379,293

4,759,539

88,260,277

The calculation of earnings per share is based on earnings of AED 17 857,522 (2004: AED 16,139.282)
divided by the number of ordinary shares of 672 250 (2004. 672,289 shares).



[ PROPERTY, PLANT AND EQUIPMENT
Vehicles, vessels Tools, computers
Building Plant and and moving and furniture
Freehold land  and structure machinery eqiuipment and fixtures
AED AED AED AED AED
Cost:
At 1 January 2005 17500000 98, 152,092 57.616.859 17. 595,123 1.2770.7653
Additians = 301,585 1,116,673 522,600 A46 105
Disposals - (2,435 .993) (166,342) (324 5131
At 31 December 2005 17,500,000 98,453,677 56,297,539 17,951,381 7,399,345
Depreciation:
At 1 January 2005 - 44,215,036 42,191,045 11,631,664 6,628,009
Depreciation charge for the year " 2.692 844 1.171.411 463.808 311,069
Relating 1o disposals . - (2,435,992 1166,342) (324,461}
At 31 December 2005 - 46,907,880 40,926,464 11,929,130 6.614.617
Met carrying amount
At 31 December 2005 17,500,000 51,545,797 15,371,075 6,022,251 784,728
Mt 31 December 2004 17,500,000 53,937,066 15,425,814 5,953,459 649 744

Construction
-in-progress Total
AED AED
3372181 201.513.988
11,082,924 13,469 887
[2. 926 BaAB)
14,455,085 212,067,027
104,665, 754
4 639132
(2,926, 795)
106,378,091
14,455,085 105,678,936
3372, 181 96,848 234

Syuswalels jeidueuid ayj oj saoN ®
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o Notes To The Financial Statements

Ar 31 December 2005

7

INVESTMENT IN AN ASSOCIATE

The Company has a 50% interest in Arab Eagle Maring Engineering L L.C. (AEME], which is invatved in the
business of prowding afloat repair services. In accordance with an agreement effective 1 January 2006, the
Company has acquired the balance 50% interest in AEME.

AEME i5 3 limited company registered in the Emirate of Dubal, UAE. and is not listed on any public exchange.

Therefare, there is no published quotation price for the fair value of this investment.

Share of associate’s balance shest:
Current assets

Mon-current assets

Current liabilities

MNon-current liabilibes

Met assets

Share of aesociale’'s revenue and results:
Ravenus

Rezuhs

INVENTORIES

Spares, consumables and supplies

Provision for slow-moving items

Goods-in-trransit

20086
AED

31103
110,206
(1.528.339)
(439,477

1,321,503

6,188,300

1,664,925

2005
AED

5,289,360
(1.496,000)

3,793,360

3,793,360

2004
AED

2,328,546

95,358
1562, 187)
1412, 639

1,443,078

4,558 081

1,009.678

2004

4,900,383
11.459,200

3,441,183
B3.662

3.524.845




o Notes To The Financial Statements

At 31 December 2005

9 BALAMNCES AND TRANSACTIONS WITH RELATED PARTIES

20085 2004
AED AED
a. Due from related parties comprises:
A Futtaim Group|of companies - 9,112
Keppel Karakhstan 1,794 -
Keppal FELS Ltd . 2,817 534,485
Arab Eagle Marine Engineenng LLC 303,084 -
307,695 543,597
b, Due o related parties comprises:
Araly Eagle Maring Engineenng L.L.C. - 675,489
Keppel Shipyard 1,771,474 1,681,660
Al Futtaim Group of companies 1,092,137 h83.792
kKeppel Corporation Limited 8,181 -
2,871,792 2,950 4417

¢ These represent transactions with related parties, i.e. shareholders, directors and senior management
of the Company, and companies of which they are principal owners. Pricing policees and 1erms of
these transactions are approved by the Company's management.

Significant transactions with related parties included in the income staterment are as follows:

2005 2004
AED AED
keppel Shipyard (management fee, payroll and related services
and other charges) 3417177 3,218,744
Keppal Sea Scan imaterial) 213,568 163,319
Keppel FELS Lid (revenue and other charges) 20,534,920 G,724 535
Arab Eagle Marine Engineering L.L.C.:
- Revenue 12,568,006} (2,397 652}
- Expenses incurred (199,192) (211.3261
- Matarials, manpower supply and payroll charges 3,558,5M 3,972,263
Al Futtaim Group of companies ifor spares, property, plant and equipment,
insurance premwm and claims) 2,944,869 2131196

d.  The Company is managed by 8 member of the Keppel Group, As per the management agresment,
the Company 15 chargaed a fee of Singapore Dollars 200,000 (2004: Singapore Dollars 160,000) per
annum plus 10% of the net profit, if any.

e, Directors’ remuneration amountad 10 AED 798,000 {2004: AED 798,000,
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10

L

12

13

14

ACCOUNTS RECEIVABLE

2005 2004
AED AED
Trade raceivables 29,439,569 20,9451
Provision for doubtful debts and discounts 14,841,992) (2,392 589)
24,597,577 18,662,622
PREPAYMENTS AND OTHER ASSETS
2005 2004
AED AED
Prapayments 256,068 179,458
Advances 10 supplhers 997,376 2,694,477
Cnhar receivables 442,578 676,800
1,696,022 4,560,735
BANK BALANCES AND CASH
20085 2004
AED AED
Cash at banks and in hand 7.319,092 2,887 595
Fixed deposits 23,519,024 27,087 536
Cash and cash equivalents 30,838,116 2997511

Trhe fixed deposis have maturines of 30 1o 80 days (2004 30 10 180 days) and carry interast at rates
ranging from 3.5 % to 4% (2004: 0.28% 1o 1.19%} per annum.

RESERVES

In accordance with the Articles of Association of the Company and the UAE. Federal Commercial
Companias Law Mo B of 1984 and its amendments, 10% of the annual net profit of the Company is
allocated 10 8 statutory résarve until such resarve aquals 50% of the paid-up share capital of the Company,
This reserve is no availlable for distribution

The Company's Articles of Association also require that 10% aof the annual net profit be appropriated 10 2
general reserve until such reserve equals 10% of pad-up share capital. As the general reserve is equal 1o
10% of paid-up share capital, no further appropriation has been made during the yaar

PROPOSED DIVIDENDS

Subsequent 1o 31 Decamber 2008, the Board of DiréClors has proposed dividenos of AED 13,445,180 for
the year ended 31 Decernber 2005 (2004: AED 11,428,403
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15

16

17

EMPLOYEES" END OF SERVICE BENEFITS

howvernents in the provision recogrised m the bakance sheet are as follows:

Prowision as at 1 January
Prowvided during the year
Paid during the year

Provision as at 31 Decembear

ACCRUED EXPENSES, PROVISIONS AND OTHER LIABILITIES

Advanceas recaived from cusiomers
Payrall and payroll-ralated accruals
Proposad Directors’ remuneranon
Accrual for jobs

Prowvisian for warranties

Unclaimed dividends

Ratantion payabla

Other accrals

RISK MANAGEMENT

Imerest rate risk
The Company 15 axposed to meres! rate nsk on its bank deposits

Credit risk

The Company seeks 10 limd ts credit nsk Dy undensking a credit reviews pnor Lo granting credd 1o it

2005
AED

4,885,390
659,861
{259.251)

5,286,000

2005
AED

1.358.451
3.103.815
798,000
20,374,600
2,772,898
19,325
646.349
359,644

29,433,082

customers and by closely monitonng the collection of cutstanding recenables

The Company performs seraces for 2 large number of vessel owners
B0% of the outstancing debrars a1 31 December 2005 (2004 B9%)

Exchange rate risk

The Company occasionally undertakes lransactions in Curéncies other than the UAE Dwham, pnmarily i US
Dellars.  The rate of exchange between the US Dollar and the UAE Diham s fived and accordingly no

signihicant exchange nsk arises from 1hese Transacnons

Liquidity risk

The Comparry lrmits 15 hgusdity nsk by ensunng that bank facimes and shareholder funds are avalable
The Company's terms of sales requee amouns 1o be pad withun B0 days of nvoica date

are normally serthed within 30 days of the date of purchase

2004
AED

4704810
hZ2 380
(341,570

4,885,350

2004
AED

14, 425 787
2,860,904
F9E.000
11,180,753
1612184
22345

401,967

31.301.340

Its ten largest customers account for

Trade payable

33
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¢ Notes To The Financial Statements

At A1 (lacembar 2005

18

19

20

FAIR VALUES OF FINANCIAL INSTRUMENTS

Financial instruments camprise financial assets and financial liabilities.

Financial assets congist of receivables and cash and bank balances. Financial habilities consist of
payables and accruals

The far values of financial instrument are not materially different from their carrying values.

CONTINGENT LIABILITIES AND EXPENDITURE COMMITMENTS

2005 2004

AED AED
Capital expenditure commitmeent 7,646,023 141,672
Letters of guarantee 2,043,288 4 080,402

COMPARATIVE AMOUNTS

The correzponding figures for 2004 have been reclassified in order to conform with the presentation
for the current year. Such reclassifications do not affect previousty reported net profit or shareholders” equity.



o Auditors” Report S

A1 37 Decembsa 2005

AUDITORS® REPORT TO THE SHAREHOLDERS OF
ARAB HEAVY INDUSTRIES PUBLIC JOINT STOCK COMPANY

Wa have audied the accompanying balance sheet of Arab Heavy Industres Public Joint Stock Company
ithe "Company”) as of 31 December 2005, ang the related statements of ncome, cash flows and changes in
aquity for the year then ended These financial statements are the responsibhity of the Company's
management. Cur responsibility is 10 express an opamon on these financial statements based on our audit,

We conducted our audit in accordance with International Standards on Auditing. Those Standards require that we
plan and perform the audit 10 obtain reasonable assurance about whether the financial statements are free of
matenal rmisstatemneant. An audn mcludes examiming, on a lest Dasis, evidence supportng the amounts and
disclosure in the financial statemants. An audit also includes assessing the accounting principles used and
significant estimatas made by management. as well as evaluating the overall financial statement presentation
We believe that our audit provides a reasonable basis for our opinion,

In aur opimon, the financal stataments presant fairly, in all matenal respects, the financal poston of the Comparny
as of 31 Decembar 2006 and the results of its operations and cash flows lor the year then ended in accordance with
Intermational Financial Reporting Stangards.

Ve alsg confirm, that in our opimon proper books of account have been maintainad by the Company, an imveniony
was duly carfied out and the contants of the Directors report relating to these financial statements are in agreement
with the books of account Ve have obtained all the informaton and explanations, which we reguired for the
purposa of our audit and , to tha best of our knowledge and belief, no violations of the UAE Commercial Compames
Law of 1984 {as amended | or of the articles of associauon of the Company have occurred dunng the year ended
31 December 2005 which would have had a material etfect on the business of the Company or on s financial
pasiton,

M&W

By. Ecward B. Quinlan {Registranon No. 93)
For: Ernst & Young

S January 2006
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At 31 December 2005

Name MNo. of shares held Ya
KEPFEL GROUP 223,965 33.32
AL-FUTTAIM GROUP 186,728 27 78
GOVERMNMEMNT OF AdhAAN 168,000 a4 99
MASHREQ BANK PSC 56,000 .33
MITSUI ENGINEERING & 24,000 357
SHIPEUILDING CO. LTD.
OTHERS 13,566 2.01
672,259 100.00%




o Notice To The Shareholders

41 3% Deceambar 200%

Naotce is hareby given 1o the shareholders of Arab Heawy Industnes P.J 5.C. ("Company” that the Board of Diwectors "Board”)
of the Company has called for the Twenty Ninth (29thl Annual General Meatng (AGMT of shareholders 1o be held on
Wednesday, the 29th day of March 2008 a1 Ajman 1 Meeting Hall, Apman Kempinsio Hotel. Ajman at 5.00 p.m

The Annual General Meeting shall have the following agenda:

1

2

MNote

Aeview and adopt the Chairman's Repor.

Consiger the Audtors” Repor and approve the Balance Sheel and Profit and Loss Stalement for the
year ended 31 December 2005,

Approve deidends and appropriation of profit.
Appoint Auditors for the financal year 2008 and approve the Auditor's teas
Aelease the Board and the Auditars from liability.

Approve appointment of two directors apponted by the Board.

Shareholders of the Company may appoint a proxy to attend and vote on their behalf at the mesting  Instruments
appointing prosaes should te signed before a Notary Public and deposited with the Company a1 least forty-eight
hours pror to the meeting in order 1o be vahd

Arab Heavy Industries P.J.5.C.

Ajman

8 March 2006
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o Proxy Nomination

To;
M5 Arab Heawy Industries P.1.5.C.

P. O Box 529
Ajman, UAE

IAve being a Shareholder of the above narmed Company hareby

apponnt
of or
failing him of

as

myfour proxy to vote for mefus on myfour behalf at the Twenty Minth Annual General Meeting of the Company to be
held at 5.00 pm on Wednesday, the 29th day of March 2008 and at any adjournment thereof.

Dated this day of 2006,

Signature.

Mame

Address
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