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INDEPENDENT AUDITOR’S REPORT

The Shareholders

Arab Heavy Industries P.J.S.C.
Ajman

United Arab Emirates

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Arab Heavy Industries
P.J.S.C. (the “Company”) and its Subsidiary (together the “Group”), Ajman, United Arab Emirates
which comprise the consolidated statement of financial position as at 31 December 2011, and the
consolidated statement of income, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Member of Deloitte Touche Tohmatsu Limited



Deloitte.

INDEPENDENT AUDITOR’S REPORT (continued)
Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Arab Heavy Industries P.J.S.C. and its Subsidiary, Ajman, United Arab Emirates as at 31
December 2011, and their financial performance and their cash flows for the year then ended in
accordance with International Financial Reporting Standards.

Report on Other Legal and Regulatory Requirements

Also, in our opinion, the Company has maintained proper books of account and the physical inventory was
properly conducted. The information contained in the Directors’ report relating to the consolidated financial
statements is in agreement with the books. We obtained all the information which we considered necessary
for our audit. According to the information available to us, there were no contraventions during the year of
the U.A.E. Federal Commercial Companies Law No. 8 of 1984, as amended, or the Articles of Association
of group companies which might have materially affected the financial position of the Group or their
financial performance.

Deloitte & Touche (M.E.)

e

Samir Madbak
Registration No. 386
15 January 2012



ARAB HEAVY INDUSTRIES P.J.S.C. AND SUBSIDARY

Consolidated statement of financial position
At 31 December 2011

Notes
ASSETS

Non-current assets
Property, plant and equipment 5
Goodwill 6

Total non-current assets

Current assets

Inventories

Trade and other receivables
Due from a related party
Bank balances and cash

—
S o

Total current assets

Total assets
EQUITY AND LIABILITIES

Capital and reserves

Share capital 11
Statutory reserve 12
General reserve 13
Retained earnings

Total equity

Non-current liabilities
Provision for employees’ end of service benefits 14

Current liabilities
Trade and other payables 15
Due to related parties 9

Total current liabilities

Total liabilities

Total equity and liabilities

2011 2010

AED AED
112,162,242 113,267,552
2,773,497 2,773,497
114,935,739 116,041,049
6,723,056 8,770,817
24,386,175 28,079,768
7,150 -
91,099,881 77,881,239
122,216,262 114,731,824
237,152,001 230:772.873
67,225,900 67,225,900
33,612,950 33,612,950
6,722,590 6,722,590
92,807,969 84,855,558
200,369,409 192,416,998
6,378,519 6,479,122
29,595,413 31,496,763
808,660 379,990
30,404,073 31,876,753
36,782,592 38,355,875

237,152,001

230,772,873

Managing Direc

The accompanying notes form an integral part of these consolidated financial statements.



ARAB HEAVY INDUSTRIES P.J.S.C. AND SUBSIDARY

Consolidated statement of income
for the year ended 31 December 2011

Notes
Revenue
Operating expenses 16
Interest income
Other income
Profit for the year
Basic earnings per share 17

The accompanying notes form an integral part of these consolidated financial statements.

2011
AED

93,564,240
(71,791,110)
1,147,693

2,738,063

25,658,886

38.17

2010
AED

83,087,529
(65,996,253)
2,056,952

2,306,509

21,454,737

31.91



ARAB HEAVY INDUSTRIES P.J.S.C. AND SUBSIDARY

Consolidated statement of comprehensive income
for the year ended 31 December 2011

Profit for the year
Other comprehensive loss

Board of Directors’ remuneration paid

Total comprehensive income for the year

The accompanying notes form an integral part of these consolidated financial statements.

2011
AED

25,658,886

(900,000)

24,758,886

2010
AED

21,454,737

(1,979,040)

19,475,697



ARAB HEAVY INDUSTRIES P.J.S.C. AND SUBSIDARY

Consolidated statement of changes in equity
for the year ended 31 December 2011

Balance at 31
December 2009

Profit for the year

Board of Directors’
remuneration

Total comprehensive

income for the year

Dividends paid
(Notel8)

Balance at 31
December 2010
Profit for the year

Board of Directors’
remuneration

Total comprehensive

income for the year

Dividends paid
(Notel8)

Balance at 31
December 2011

6
Share Statutory General Retained
capital reserve reserve earnings Total
AED AED AED AED AED
67,225,900 33,612,950 6,722,590 132,605,761 240,167,201
- - - 21,454,737 21,454,737
- - - (1.979.040) (1,979,040)
- - - 19,475,697 19,475,697
- - - (67,225,900) (67.225,900)
67,225,900 33,612,950 6.722,590 84,855,558 192,416,998
- - - 25,658,886 25,658,886
- - - (900,000) (900,000)
- - - 24,758,886 24,758,886
- - - (16,806,475)  (16,806,475)
67,225,900 33,612,950 6,722,590 92,807,969 200,369,409

The accompanying notes form an integral part of these consolidated financial statements.



ARAB HEAVY INDUSTRIES P.J.S.C. AND SUBSIDARY

Consolidated statement of cash flows
for the year ended 31 December 2011

Cash flows from operating activities

Profit for the year

Adjustments for:
Depreciation of property, plant and equipment
Provision for employees’ end of service benefits
Allowance for doubtful debts — net
Allowance for slow moving inventories
Interest income
Loss on disposal of property, plant and equipment

Operating cash flows before changes in operating assets
and liabilities

Decrease in trade and other receivables

Decrease in inventories

Increase in due from a related party

Decrease in trade and other payables

Increase in due to related parties

Cash generated from operations
Employees’ end of service benefits paid
Net cash from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Proceeds from disposal of property, plant and equipment
Decrease in fixed deposits

Interest received

Net cash used in investing activities

Cash flows from financing activities
Dividends paid
Board of Directors’ remuneration paid

Cash used in financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year
(Note 10)

The accompanying notes form an integral part of these consolidated financial statements.

2011
AED

25,658,886
7,875,538
481,835
2,835,326
138,824

(1,147,693)
12,833

35,855,549
858,267
1,908,937

(7,150)

(1,853,508)
428,670

37,190,765
(582,438)

36,608,327

(6,838,026)
54,965

1,147,693

(5,635,368)

(16,854,317)
(900,000)

(17,754,317)

13,218,642

77,881,239

91,099,881

2010
AED

21,454,737
7,433,898
771,376
388,219
74,033

(2,056,952)
4,324

28,069,635
17,262,725
3,394,039

(21,416,753)
85,112

27,394,758
(1,039,230)

26,355,528

(13,041,554)

5,196,309
2,056,952

(5,788,293)

(67,160,310)
(1,979,040)

(69,139,350)

(48,572,115)

126,453,354

77,881,239



ARAB HEAVY INDUSTRIES P.J.S.C. AND SUBSIDARY 8

Notes to the consolidated financial statements
for the year ended 31 December 2011

1. General information

Arab Heavy Industries P.J.S.C. (the "Company") is a public joint stock company incorporated in the
Emirate of Ajman, United Arab Emirates, pursuant to a decree issued by H.H. the Ruler of Ajman in 1975.
The “Group” comprises Arab Heavy Industries P.J.S.C. and Arab Eagle Marine Engineering L.L.C. (see
Note 3.3). The address of the Company’s registered office is P. O. Box 529, Ajman, United Arab Emirates.

The Board of Directors has decided to delist the Company from Dubai Financial Market and convert it into
Private Joint Stock Company. The Company has made a request on 21 December 2011 for the approval of
the decision of the Board of Directors to the joint committee of Ajman Economic Department, Emirates
Securities and Commodities Authority and the Ajman Amiri Diwan. Further, the Board of Directors expects
to call for an Extraordinary General Meeting on 28 March 2012 for the approval of their decision by the
shareholders upon the receipt of the approvals from the above authorities.

The principal activities of the Company are ship repair and steel fabrication.

2. Application of new and revised International Financial Reporting Standards (IFRSs)

2.1 New and revised International Financial Reporting Standards (IFRSs) adopted with no
material effect on the consolidated financial statements

The following new and revised IFRSs have been adopted in these consolidated financial statements. The
adoption of these new and revised IFRSs has not had any material impact on the amounts reported for the
current and prior periods but may affect the accounting for future transactions or arrangements.

Effective for annual periods
New and revised IFRSs beginning on or after

Amendments to IFRS 1 relating to Limited Exemption from
Comparative IFRS 7 Disclosures for First-time Adopters 1 July 2010

IFRIC 19 Extinguishing Financial Liabilities with Equity
Instruments 1 July 2010

IAS 24 Related Party Disclosures (revised in 2009) 1 January 2011

Amendments to IFRIC 14 relating to Prepayments of a Minimum
Funding Requirement 1 January 2011

Improvements to IFRSs issued in 2010 covering amendments to 1 January 2011, except IFRS 3
IFRS 1, IFRS 3, IFRS 7, IAS 1, IAS 27, IAS 34 and IFRIC 13 and IAS 27 which are effective
from 1 July 2010

Amendment to IAS 32 Financial Instruments: Presentation, relating 1 February 2010
to Classification of Rights Issues



ARAB HEAVY INDUSTRIES P.J.S.C. AND SUBSIDARY 9

Notes to the consolidated financial statements

for the year ended 31 December 2011 (continued)

2. Application of new and revised International Financial Reporting Standards (IFRSs)
(continued)

2.2 New and revised International Financial Reporting Standards (IFRSs) in issue but not yet

effective and not early adopted

The Group has not yet adopted the following new and revised IFRSs that have been issued but are not yet

effective:

New and revised IFRSs

Amendments to IAS 1 Presentation of Financial Statements:
relating to grouping items recognised in other comprehensive
income.

Amendments to IAS 12: Income Taxes relating to Deferred Tax:
Recovery of Underlying Assets

IAS 19 Employee Benefits (revised 2011)
IAS 27 Separate Financial Statements (revised in 2011)*

IAS 28 Investments in Associates and Joint Ventures (revised in
2011)*

Amendments to IFRS 1 Removal of Fixed Dates for First-Time
Adopter

Amendments to IFRS 1 Severe Hyperinflation

Amendments to IFRS 7 Financial Instruments: Disclosures,
relating to Disclosures on Transfers of Financial Assets

IFRS 9 Financial Instruments (as amended in 2010)
IFRS 10 Consolidated Financial Statements*

IFRS 11 Joint Arrangements*

IFRS 12 Disclosure of Interests in Other Entities*
IFRS 13 Fair Value Measurement

IFRS 7 Financial Instruments: Disclosures- amendments
enhancing disclosures about offsetting of financial assets and
financial liabilities

IFRS 7 Financial Instruments: Disclosures- amendments
requiring disclosures about the initial application of IFRS 9

IAS 32 Financial Instruments: Presentation- amendments to
application guidance on the offsetting of financial assets and
financial liabilities

IFRIC 20 Stripping Costs in the Production Phase of a Surface
Mine

Effective for annual
beginning on or after

periods

1 July 2012

1 January 2012

1 January 2013
1 January 2013
1 January 2013

1 July 2011

1 July 2011
1 July 2011

1 January 2015
1 January 2013
1 January 2013
1 January 2013
1 January 2013

1 January 2013 and interim periods
within those periods

1 January 2015 (or otherwise when

IFRS 9 is first adopted)
1 January 2014

1 January 2013



ARAB HEAVY INDUSTRIES P.J.S.C. AND SUBSIDARY 10

Notes to the consolidated financial statements
for the year ended 31 December 2011 (continued)

2. Application of new and revised International Financial Reporting Standards (IFRSs)
(continued)
2.2 New and revised International Financial Reporting Standards (IFRSs) in issue but not yet

effective and not early adopted (continued)

* In May 2011, a package of five Standards on consolidation, joint arrangements, associates and disclosures
was issued, including IFRS 10, IFRS 11, IFRS 12, IAS 27 (as revised in 2011) and IAS 28 (as revised in
2011). These five standards are effective for annual periods beginning on or after 1 January 2013. Earlier
application is permitted provided that all of these five standards are applied early at the same time.

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Group’s consolidated financial statements for the period beginning 1 January 2012 or as and when they are
applicable and adoption of these new standards, interpretations and amendments may have no material
impact on the consolidated financial statements of the Group in the period of initial application.

3. Significant accounting policies
3.1 Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards.

3.2 Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis, except for the
revaluation of financial instruments that are measured at fair value or at amortised cost as explained in the
accounting policies below. Historical cost is generally based on the fair value of the consideration given in
exchange for assets.

The principal accounting policies adopted are set out below.
3.3 Basis of consolidation

The consolidated financial statements of Arab Heavy Industries P.J.S.C. and Subsidiary (the “Group”)
incorporate the financial statements of the Company and the entity controlled by the Company (its
Subsidiary). Control is achieved where the Company has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities. All intra-group transactions, balances,
income and expenses are eliminated in full on consolidation.

Subsidiary:

Details of the Company’s subsidiary at 31 December 2011 is as follows:

Proportion Country of
Name of of ownership Proportion of incorporation Principal
subsidiary interest voting power held  and operation activity
Arab Eagle Engaged in the
Marine United Arab activity of afloat
Engineering L.L.C. 99.9% 100 % Emirates repair.

The remaining equity in the above subsidiary is held by the Company beneficially through nominee
arrangements.
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Notes to the consolidated financial statements
for the year ended 31 December 2011 (continued)

3. Significant accounting policies (continued)
34 Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in
a business combination is measured at fair value, which is calculated as the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange for control of the acquiree. Acquisition-
related costs are generally recognised in profit or loss as incurred. At the acquisition date, the identifiable
assets acquired and the liabilities assumed are recognised at their fair value.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer's previously held equity interest in the
acquiree (if any) over the net of the acquisition-date amounts of the identifiable assets acquired and the
liabilities assumed. If, after reassessment, the net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of the acquirer's previously held interest in the
acquiree (if any), the excess is recognised immediately in profit or loss as a bargain purchase gain.

When a business combination is achieved in stages, the Group's previously held equity interest in the
acquiree is remeasured to fair value at the acquisition date (i.e. the date when the Group obtains control)
and the resulting gain or loss, if any, is recognised in profit or loss. Amounts arising from interests in the
acquiree prior to the acquisition date that have previously been recognised in other comprehensive income
are reclassified to profit or loss where such treatment would be appropriate if that interest were disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which
the combination occurs, the Group reports provisional amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted during the measurement period (see above), or
additional assets or liabilities are recognised, to reflect new information obtained about facts and
circumstances that existed at the acquisition date that, if known, would have affected the amounts
recognised at that date.

3.5 Goodwill

Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of
the business (see 3.4 above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash-generating units
(or groups of cash-generating units) that is expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is indication that the unit may be impaired. If the recoverable amount of the cash-
generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata based on the
carrying amount of each asset in the unit. Any impairment loss for goodwill is recognised directly in profit
or loss in the consolidated statement of income. An impairment loss recognised for goodwill is not reversed
in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.
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Notes to the consolidated financial statements
for the year ended 31 December 2011 (continued)

3. Significant accounting policies (continued)
3.6 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced for
estimated customer returns, rebates and other similar allowances.

Rendering of services

Revenue from rendering of services (ship repair and steel fabrication) is recognised when the outcome of
the transaction can be estimated reliably, by reference to the stage of completion of the transaction at the
end of each reporting period.

Interest income

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow
to the Group and the amount of income can be measured reliably. Interest income is accrued on a time basis
by reference to the principal outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through the expected life of the financial asset to that assets
net carrying amount on initial recognition.

3.7 Foreign currencies

The individual financial statements of each group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional currency). For the purpose of the
consolidated financial statements, the results and financial position of each group entity are expressed in
Arab Emirates Dirthams (“AED”), which is the functional currency of the Group and the presentation
currency for the consolidated financial statements.

In preparing the financial statements of the individual entities, transactions in currencies other than the
entity’s functional currency (foreign currencies) are recognised at the rates of exchange prevailing at the
dates of the transactions. At the end of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that
are denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value
was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are
not retranslated.

Exchange differences are recognised in profit or loss in the year in which they arise.
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Notes to the consolidated financial statements

for the year ended 31 December 2011 (continued)

3. Significant accounting policies (continued)

3.8 Property, plant and equipment

Freehold land is stated at cost and not depreciated.

Capital work in progress is stated at cost, less any recognised impairment loss. Depreciation of these assets,
on the same basis as other property assets, commences when the assets are ready for their intended use.

Other property, plant and equipment are stated at cost less accumulated depreciation and any identified
impairment losses.

Depreciation is charged so as to write off the cost of assets, other than freehold land and capital work in
progress, over their estimated useful lives, using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at each year end, with the effect of any changes in
estimate accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or
retirement of an item of property, plant and equipment is determined as the difference between the sales
proceeds and the carrying amount of the asset and is recognised in profit or loss.

The useful lives considered in the calculation of depreciation for the assets are as follows:

Years
Buildings and structure 3t035
Plant and machinery 3t0 35
Vehicles, vessels and moving equipment 3t020
Tools, computers and furniture and fixture 3to5

3.9 Inventories
3.9.1 Spares, consumables and supplies

Spares, consumables and supplies are stated at the lower of cost and net realisable value. Costs comprises
direct materials and, where applicable, direct labour costs and those overheads that have been incurred in
bringing them to their present location and condition. Cost is calculated using the weighted average method.
Net realisable value represents the estimated selling price for inventories less all estimated cost of
completion and costs necessary to make the sale.

3.9.2  Work-in-progress

Work-in-progress is stated at lower of cost (comprising direct labour, material cost, direct expenses and an
appropriate allocation of production overheads) and the net realisable value, which is arrived at after
providing for anticipated losses, if any, when the possibility of loss is ascertained.

Progress claims made against work-in-progress are offset against the cost of work-in-progress and the
profits recognised on partly completed long-term contracts less any provision required reducing cost to
estimated realisable value.
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Notes to the consolidated financial statements
for the year ended 31 December 2011 (continued)

3. Significant accounting policies (continued)
3.10 Impairment of tangible and intangible assets other than goodwill

At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs. Where a
reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to
individual cash-generating units, or otherwise they are allocated to the smallest group of cash-generating
units for which a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use,
the estimated future cash flows are discounted to their present value using a discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued
amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had no impairment loss been recognised
for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
reversal of the impairment loss is treated as a revaluation increase.

3.11 Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, it is probable
that the Group will be required to settle that obligation, and a reliable estimate can be made of the amount
of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows, (where the effect of time value of money is
material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from
a third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be
received and the amount of the receivable can be measured reliably.

Provision for warranty is made on the completion of a job to cover any liability which may arise during the
warranty period, at management’s best estimate of the expenditure required to settle the Group’s obligation.
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Notes to the consolidated financial statements
for the year ended 31 December 2011 (continued)

3. Significant accounting policies (continued)
3.12 Employee benefits
3.12.1 Defined contribution plan

UAE national employees of the Group are members of the Government-managed retirement pension and
social security benefit scheme pursuant to U.A.E. labour law no. 7 of 1999. The Group is required to
contribute 12.5% of the “contribution calculation salary” of payroll costs to the retirement benefit scheme to
fund the benefits. The employees and the Government contribute 5% and 2.5% of the “contribution
calculation salary” respectively, to the scheme. The only obligation of the Group with respect to the
retirement pension and social security scheme is to make the specified contributions. The contributions are
charged to profit or loss.

3.12.2 Annual leave and leave passage

An accrual is made for the estimated liability for employees' entitlement to annual leave and leave passage
as a result of services rendered by eligible employees up to the end of the year.

3.12.3 Provision for employees’ end of service benefits

Provision is also made for the full amount of end of service benefit due to non-UAE national employees in
accordance with the UAE Labour Law and is based on current remuneration and their period of service at
the end of the reporting period.

The accrual relating to annual leave and leave passage is disclosed as a current liability, while the provision
relating to end of service benefit is disclosed as a non-current liability.

3.13 Financial instruments

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition.

3.14 Financial assets

The Group’s financial assets include bank balances and cash, due from a related party and trade and other
receivables (excluding prepaid expenses). Due from a related party and trade and other receivables
(excluding prepaid expenses) are classified as ‘loans and receivables’. The classification depends on the
nature and purpose of the financial assets and is determined at the time of initial recognition.

The effective interest method is a method of calculating the amortised cost of a financial asset and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial asset, or, where
appropriate, a shorter period, to the net carrying amount on initial recognition.
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Notes to the consolidated financial statements
for the year ended 31 December 2011 (continued)

3. Significant accounting policies (continued)
3.14  Financial assets (continued)
3.14.1 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
changes in value.

3.14.2 Loans and receivables

Loans and receivables that have fixed or determinable payments are initially measured at fair value plus
transaction costs and subsequently measured at amortised cost using the effective interest method, less any
impairment. Interest income is recognised by applying the effective interest rate, except for short-term
receivables when the recognition of interest would be immaterial.

3.14.3 Impairment of financial assets

Financial assets are assessed for indicators of impairment at the end of each reporting period. Financial
assets are impaired where there is objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial asset, the estimated future cash flows of the financial asset have
been affected. For financial assets carried at amortised cost, the amount of the impairment is the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
original effective interest rate.

For certain categories of financial asset, such as trade receivables, assets that are assessed not to be impaired
individually are subsequently assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Group’s past experience of collecting payments,
an increase in the number of delayed payments in the portfolio past the average credit period of 90 days, as
well as observable changes in national or local economic conditions that correlate with default on
receivables.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of an
allowance account. When a trade receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are credited against the
allowance account. Changes in the carrying amount of the allowance account are recognised in profit or
loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent that the carrying amount of the financial
asset at the date the impairment is reversed does not exceed what the amortised cost would have been had
the impairment not been recognised.
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3. Significant accounting policies (continued)

3.14  Financial assets (continued)

3.14.4 Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or it transfers the financial asset and substantially all the risks and rewards of ownership of the asset
to another entity. If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognises its retained interest in the
asset and an associated liability for amounts it may have to pay.

3.15 Financial liabilities and equity instruments issued by the Group

3.15.1 Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangement and the definitions of a financial liabilities and an equity
instrument.

3.15.2 Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Group are recorded at the proceeds received,
net of direct issue costs.

3.15.3 Financial liabilities

Trade and other payables and due to related parties are classified as ‘other financial liabilities’.

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability, or, where
appropriate, a shorter period to the net carrying amount on initial recognition.

3.15.3.1 Other financial liabilities

Other financial liabilities are initially measured at fair value, net of transaction costs and are subsequently
measured at amortised cost using the effective interest method, with interest expense recognised on an
effective yield basis except for short term payable when the recognition of interest would be immaterial.

3.15.3.2Dividend distribution

Dividend distribution to the Shareholders is recognised as a liability in the consolidated financial statements
in the period in which the dividends are approved by the Shareholders.

3.15.3.3 Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged,
cancelled or expired.
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4. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described in Note 3 to these consolidated
financial statements, management is required to make judgments, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

4.1 Critical judgments in applying accounting policies

In the process of applying Group’s accounting policies, management is of the opinion that there is no
instance of application of judgments which is expected to have a significant effect on the amounts
recognised in the consolidated financial statements, apart from those involving estimations described below.

4.2 Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year.

4.2.1 Inventories

Inventories are stated at the lower of cost and net realisable value. Adjustments to reduce the cost of
inventory to its realisable value are made at the product level for estimated excess, obsolescence or impaired
balances. Factors influencing these adjustments include changes in demand, product pricing, physical
deterioration and quality issues. Based on the above factors, the Group has arrived at certain percentages for
allowance for slow moving and obsolete inventories. Revisions to these adjustments would be required if
these factors differ from the estimates.

4.2.2  Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value in use calculation requires management to estimate
the future cash flows expected to generate from the cash-generating unit and a suitable discount rate in
order to calculate present value.

4.2.3  Provision for warranty

A provision is recognised for expected warranty claims on ship repairs and fabrication jobs performed
during the year, based on past experience of repairs. It is expected that most of these costs will probably be
incurred in the next financial year. Assumptions used to calculate the provision for warranties were based
on current revenue and current information available about repairs based on the one-year warranty period
for all the services provided.
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4. Critical accounting judgements and key sources of estimation uncertainty (continued)
4.2 Key sources of estimation uncertainty (continued)
4.2.4  Allowance for doubtful debts

Allowance for doubtful debts is determined using a combination of factors to ensure that the trade
receivables are not overstated due to uncollectibility. The allowance for doubtful debts for all customers is
based on a variety of factors, including the overall quality and ageing of the receivables, continuing credit
evaluation of the customers’ financial conditions and collateral requirements from customers in certain
circumstances.

4.2.5  Property, plant and equipment

The cost of property, plant and equipment is depreciated over the estimated useful lives of assets, which are
based on expected usage of the assets, expected physical wear and tear, the repair and maintenance program
and technological obsolescence arising from changes and the residual value. Management has not
considered any residual value, as it is deemed immaterial.
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S. Property, plant and equipment
Vehicles, Tools,
Buildings vessels and computers,
Freehold and Plant and moving furniture and Capital work
land structure machinery equipment fixture in progress Total
AED AED AED AED AED AED AED
Cost
Balance at 31
December 2009 17,500,000 118,680,359 61,205,276 21,296,233 8,169,722 6,831,670 233,683,260
Additions - 9,429,660 139,832 261,000 516,901 2,694,161 13,041,554
Disposals - (571,041) (3,493,363) (677,441) (2,499,596) - (7,241,441)
Transfers - 6,784,543 - - 47,127 (6,831,670) -
Balance at 31
December 2010 17,500,000 134,323,521 57,851,745 20,879,792 6,234,154 2,694,161 239,483,373
Additions - 1,370,480 262,106 190,800 835,303 4,179,337 6,838,026
Disposals - (459,529) (477,098) (240,750) (627,105) - (1,804,482)
Transfers - 2,596,329 - - 97,832 (2,694,161) -
Balance at 31
December 2011 17,500,000 137,830,801 57,636,753 20,829,842 6,540,184 4,179,337 244,516,917
Accumulated
depreciation
Balance at 31
December 2009 - 60,750,329 43,772,498 13,810,149 7,686,064 - 126,019,040
Charge for the year - 3,997,033 2,276,398 807,624 352,843 7,433,898
Disposals - (571,041) (3,489,291) (677,435) (2,499,350) - (7,237,117)
Balance at 31
December 2010 - 64,176,321 42,559,605 13,940,338 5,539,557 - 126,215,821
Charge for the year - 4,536,483 2,127,573 804,571 406,911 - 7,875,538
Disposals - (459,528) (477,089) (185,784) (614,283) - (1,736,684)
Balance at 31
December 2011 - 68,253,276 44,210,089 14,559,125 5,332,185 - 132,354,675
Carrying amount
Balance at 31
December 2011 17,500,000 69,577,525 13,426,664 6,270,717 1,207,999 4,179,337 112,162,242
Balance at
December 31 2010 17,500,000 70,147,200 15,292,140 6,939,454 694,597 2,694,161 113,267,552




ARAB HEAVY INDUSTRIES P.J.S.C. AND SUBSIDARY 21
Notes to the consolidated financial statements

for the year ended 31 December 2011 (continued)

5. Property, plant and equipment (continued)

At 31 December 2011, the cost of fully depreciated property, plant and equipment that was still in use
amounted to AED 68,601,195 (31 December 2010: AED 68,672,437).

Capital work in progress mainly represents cost incurred for construction of office building.

6. Goodwill
2011 2010
AED AED
Goodwill recognised on acquisition 2,773,497 2,773,497

During the financial year, the Group assessed the recoverable amount of goodwill, and determined that no
impairment is required. The recoverable amount of relevant cash-generating unit was assessed by reference
to value in use. A discount factor of 15% per annum (2010: 15% per annum) was applied in the value in use
model.

7. Inventories
2011 2010
AED AED
Spares, consumables and supplies 6,229,808 9,181,105
Allowance for slow-moving items (1,499,756) (1,360,932)
4,730,052 7,820,173
Work in progress 1,993,004 950,644
6,723,056 8,770,817

An allowance of AED 138,824 (2010: AED 74,033) was charged to profit or loss during the year for slow-
moving items.

8. Trade and other receivables
2011 2010
AED AED
Trade receivables 26,871,519 28,583,554
Allowance for doubtful debts (4,171,576) (1,336,250)
22,699,943 27,247,304
Prepaid expenses 261,489 264,132
Other receivables 1,424,743 568,332

24,386,175 28,079,768
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8. Trade and other receivables (continued)

The average credit period is 90 (2010: 90) days. Trade receivables above average credit period are provided
for based on estimated irrecoverable amounts, determined by reference to past default experience.

Analysis of receivables past due but not impaired:

2011 2010

AED AED

90 — 120 days 2,901,005 2,363,967
Above 120 days 13,422,904 15,111,662
16,323,909 17,475,629

Before accepting any new customer, the Group assesses the potential customer’s credit quality and defines
credit limit. Of the trade receivable balance at the end of year, AED 3.6 million (2010: AED 4.5 million) is
due from the Group’s largest customer. There are 8 (2010: 4) other customers who individually represent
more than 5% (2010: 5%) of the total balance of trade receivables at the end of the reporting period.

Movement in the allowance for doubtful debts is as follows:

2011 2010

AED AED
Balance, at the beginning of the year 1,336,250 948,031
Allowance made during the year 3,263,076 1,245,000
Provision reversed during the year (427,750) (856,781)
Balance, at the end of the year 4,171,576 1,336,250

In determining the recoverability of a trade receivable, the Group considers any change in the credit quality
of the trade receivable from the date credit was initially granted up to the reporting date. The concentration
of credit risks is limited due to the customer base being large and unrelated. Accordingly, management
believes that no further provision is required in excess of the allowance for doubtful debts.

9. Related party transactions

Related parties include the Group’s major Shareholders, Directors and businesses controlled by them
and their families over which they exercise significant management influence as well as key
management personnel.

At the end of the reporting period, amounts due from/to related parties were as follows:
2011 2010
AED AED
Due from a related party

Al Futtaim Willis L.L.C. 7,150 -
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9. Related party transactions (continued)

At the end of the reporting period, amounts due from/to related parties were as follows (continued):

2011 2010
AED AED

Due to related parties
Al Futtaim Auto and Machinery Company 110,616 19,958
Keppel Shipyard Limited 401,575 352,612
Keppel Sea Scan Pte Ltd. 290,080 -
Keppel Corporation Limited 6,389 7,420
808,660 379,990

The amounts outstanding are unsecured and will be settled in cash.

During the year, the Group entered into the following transactions with related parties who are not
members of the Group:

2011 2010
AED AED
Purchases 1,933,709 3,102,596
Management fees to Keppel Group 4,115,195 3,699,190
Other expenses 2,476,705 1,849,697

Transactions with related parties were entered into on terms agreed with management.

The Group is managed by a member of Keppel Group. As per the management agreement, the Group is
charged a fixed management fee of Singapore Dollars 450,000 (2010: Singapore Dollars 450,000) per
annum plus variable management fee of 10% (2010: 10%) of the profit for the year.

Compensation of Directors / key management personnel:

2011 2010
AED AED

Directors’ remuneration 900,000 1,979,040
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10. Bank balances and cash

2011 2010

AED AED

Cash on hand 30,000 30,000
Bank balances

Current accounts 4,647,034 5,153,041

Fixed deposits 86,422,847 72,698,198

Total bank balances and cash 91,099,881 77,881,239

Bank balances are maintained with banks in United Arab Emirates.
For the purposes of the cash flow statement, cash and cash equivalents include cash on hand and in banks

net of fixed deposits in banks with maturity over three months. The above fixed deposits are maturing
within 90 days from the original date of placement.

11. Share capital

2011 2010
AED AED
Issued and fully paid:
672,259 (2010: 672,259) ordinary shares of AED 100 each 67,225,900 67,225,900

12. Statutory reserve

In accordance with United Arab Emirates Federal Companies Law Number 8 of 1984, as amended, the
Company has established a statutory reserve by appropriation of 10% of its net profit for each year until
the reserve equals 50% of the share capital. As the statutory reserve is equal to 50% of the share capital,
no further appropriation has been made during the year. This reserve is not available for distribution
except as stipulated by the Law.

13. General reserve

The Company’s Articles of Association require that 10% of the annual net profit be appropriated to a
general reserve until such reserve equals 10% of paid-up share capital. As the general reserve is equal to
10% of paid-up share capital, no further appropriation has been made during the year. This reserve is
distributable in accordance with the Articles of Association of the Company.
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14. Provision for employees’ end of service benefits

Movements in the net liability were as follows:

Balance, at the beginning of the year
Amounts charged to income during the year
Amounts paid during the year

Balance, at the end of the year

15. Trade and other payables

Trade payables

Provision for warranties
Accruals for jobs

Other accruals and payables

2011
AED

6,479,122
481,835
(582,438)

6,378,519

2011
AED

7,225,133
3,181,305
7,021,462

12,167,513

29,595,413

25

2010
AED

6,746,976
771,376
(1,039,230)

6,479,122

2010
AED

6,821,588
2,220,278
7,485,368

14,969,529

31,496,763

The average credit period on purchase of goods is 60 days (2010: 60 days). The Company has financial
risk management policies in place to ensure that all payables are paid within the pre-agreed credit terms.

16. Operating expenses

Material and subcontractor cost

Payroll and related expenses

Depreciation on property, plant and equipment
Other operating expenses

2011
AED

27,042,791
17,553,457
7,875,538

19,319,324

71,791,110

2010
AED

23,719,447
17,783,222
7,433,898

17,059,686

65,996,253
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17. Basic earnings per share

2011 2010
Profit for the year (in AED) 25,658,886 21,454,737
Number of shares 672,259 672,259
Basic earnings per share (in AED) 38.17 31.91

18. Dividends

During the year 2011, a dividend of AED 25 per share was paid to the Shareholders for 2010 (for 2009:
AED 100).

In respect of the current year, the Directors propose that a dividend of AED 16,806,475 (2010: AED
16,806,475) be paid to the Shareholders in 2012. This dividend is subject to approval by the

Shareholders at the Annual General Meeting and has not been included as a liability in these
consolidated financial statements.

It has been proposed that the Board of Directors remuneration for the year be AED 900,000 (2010: AED
900,000).
19. Commitments and contingent liabilities

Commitments and contingent liabilities at the end of the reporting period are as follows:

2011 2010
AED AED
Commitments
Commitments for the acquisition of property, plant and
equipment 3,500,000 3,488,750
Contingent liabilities
Letters of guarantee 367,500 162,069

20. Capital risk management

The Group manages its capital to ensure that entities in the Group will be able to continue as a going
concern while maximising return to the Shareholders. The Group’s overall strategy remains unchanged
from 2010.

The capital structure of the Group consists of bank balances and cash and equity, comprising share
capital, reserves and retained earnings.
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21. Financial instruments

Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition,
the basis of measurement and the basis on which income and expenses are recognised, in respect of each
class of financial asset, financial liability and equity instrument are disclosed in Note 3 to the

consolidated financial statements.

Categories of financial instruments

2011 2010
AED AED
Financial assets
Loans and receivables (including bank balances and cash) 115,231,717 105,696,875
Financial liabilities 30,404,073 29,656,475

Management considers that the carrying amounts of the financial assets and financial liabilities recorded
in the consolidated financial statements approximate their fair values.

Financial risk management objectives

The Group’s Finance Department monitors and manages the financial risks relating to the operations of the
Group through internal risk reports. These risks include market risk (including currency risk, fair value
interest rate risk and price risk), credit risk and liquidity risk.

Market risk

The Group’s activities expose it primarily to the financial risks of changes in foreign currency and interest
rates.

Market risk exposures are measured using sensitivity analysis.

There has been no change to the Group’s exposure to market risks or the manner in which it manages and
measures the risk.

Foreign currency risk management

There are no significant foreign currency risks as substantially all financial assets and financial liabilities
are denominated in Arab Emirates Dirhams or United State Dollars to which Dirham is fixed.

Interest rate risk management

The Group’s exposure to interest rate risk relates to its fixed deposits with banks. At 31 December 2011,
fixed deposits carried an interest rate of 0.64% to 2.25% per annum (2010: 1.4% to 4.3% per annum).

The sensitivity analysis below has been determined based on the exposure to interest rates on the Group’s
deposits with banks at the end of reporting period. A 15 basis point increase or decrease represents
management’s assessment of the reasonably possible change in interest rates.
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21. Financial instruments (continued)
Interest rate risk management (continued)

If interest rates had been 15 basis points higher/lower and all other variables were held constant, the
Group’s profit for the year would increase/decrease by AED 0.1 million (2010: AED 0.1 million).

Credit risk management

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial
loss to the Group. The Group has adopted a policy of dealing with creditworthy counterparties as a means
of mitigating the risk of financial loss from defaults. The Group’s exposure and the credit quality of its
counterparties are continuously monitored and the aggregate value of transactions concluded is spread
amongst approved counterparties. Credit exposure is controlled by counterparty limits that are reviewed and
approved by management.

Trade receivables consist of a large number of customers. Ongoing credit evaluation is performed on the
financial condition of receivables.

The Group does not have any significant credit risk exposure to any single counterparty or any group of
counterparties having similar characteristics. The Group defines counterparties as having similar
characteristics if they are related entities. The credit risk on liquid funds is limited because the
counterparties are banks registered in the United Arab Emirates.

The carrying amount of financial assets recorded in the consolidated financial statements, which is net of
impairment losses, represents the Group’s maximum exposure to credit risk.

Liquidity risk management

Liquidity risk refers to the risk that an entity will encounter difficulty in meeting obligations associated with
its financial liabilities at maturity date.

The Group manages the liquidity risk through risk management framework for the Group's short,
medium and long-term funding and liquidity management requirements by maintaining adequate
reserves, sufficient cash and cash equivalent to ensure that funds are available to meet its commitments
for liabilities as they fall due.

The table below includes the maturity profile of the Group’s financial instruments. The contractual
maturities of the financial instruments have been determined on the basis of the remaining period at the
end of the reporting period to the contractual maturity date. The maturity profile is monitored by
management to ensure that adequate liquidity is maintained. The maturity profile of the financial assets
and financial liabilities at the end of the reporting period based on contractual repayment arrangements
was as follows.
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21. Financial instruments (continued)

Liquidity risk management (continued)

31 December 2011:
Financial assets

Trade and other receivables
Due from a related party

Bank balances and cash

Total

Financial liabilities

Trade and other payables
Due to related parties

Total

31 December 2010:
Financial assets

Trade and other receivables
Bank balances and cash

Total

Financial liabilities
Trade and other payables
Due to related parties

Total

22. Segment information

29
0 to 60 days 61 to 120 days 121 to 180 days Above 180 days Total
AED AED AED AED AED
10,281,209 6,687,250 5,341,903 1,814,324 24,124,686
- - 4,236 2,914 7,150
91,099,881 - - - 91,099,881
101,381,090 6,687,250 5,346,139 1,817,238 115,231,717
19,725,428 4,187,951 1,176,223 4,505,811 29,595,413
807,065 - - 1,595 808,660
20,532,493 4,187,951 1,176,223 4,507,406 30,404,073
10,530,980 12,730,896 4,553,760 - 27,815,636
77,881,239 - - - 77,881,239
88,412,219 12,730,896 4,553,760 - 105,696,875
19,570,840 7,485,368 - 2,220,277 29,276,485
379,990 - - - 379,990
19,950,830 7,485,368 - 2,220,277 29,656,475

The Group is engaged in the dry-docking, ship repairs and related services, which is the only operating
segment of the Group. All the relevant information relating to this operating segment is disclosed in
the consolidated financial statements.

The Group carries out their operations in one geographical location which is United Arab Emirates.

23. Approval of consolidated financial statements

The consolidated financial statements were approved by the Board of Directors and authorised for issue on

15 January 2012.



