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BOARD OF DIRECTORS® REPORT

The Board of Directors of Gulf Navigation Holding PISC and subsidiaries {the Group)
has pleasure in submitting the consolidated balance sheet of the Group as of 31 December
3009, and the related consolidated statements of income, changes in sharcbolders’ equity
and cash flows for the 12 month period ended 31 December, 2009. These will he laid
before the shareholders at {he Annual General Meeting of the Company. which is

scheduled fo be held on 04 March 2010.
Principal nctivity

The Compeny is primarily engaged in marine transportation of commodities, chartering
vessels, ship agency, marine transport under special passenger and merchant contracts,
clearing and forwarding services and container loading, untoading, discharging and
packaging services through its subsidiaries.

Finaneial Result and Dividend

The Group has eamned a net profit of AED 26.546 million for the year 2009. Retained
earnings available for distribution is as follows:

ALED in million

Profit from 1 Jan-2009 to 31" Dec 2009 26.546
Statutory Reserve for 2009 (2.655)
Final Dividend of 2008 paid during the year (49.65)
Directors remuneration of 2008 paid during the year {(4.91)
Opening Retained Eamings Balance 45.018
54.349

Available for distribution

In accordance with the Articles of Asscciation of the Company and UAE Federal
Commercial Companies Law an appropriation of AED 2.655 million is made to statutory
reserve from the distributable profit of AED 26.546 miliion.

The dividend of 3 fils per share equivalent o AED 49.650 million is proposed for
approval al the forthcoming Annual General Meeting of the shareholders

The share holders funds as at 31 December 2009 amount to AED .68 billion.
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From inception the company has declared dividends to share holders amounling to:

Final dividend for financial year 2007
Interim dividend tor financial vear 2008
Final dividend For year 2008

Proposed dividend for year 2009

Taotal

Directors:

Mr. Abdullah A. Al-Shuraim (Chairman)
Mr. Rushid Al Shamsi {Vice Chainman)
Mr. Ghazi A. Al-ibrahim {Director)
Mr. Fahad G. Al-Otaibi (Director)
Mr. Anees Mohammad Issa {Director)
Mr, Hazza B. Al-Qablten (Director}
Mr. IChaled Al Zamil (Director)
Mr. Abdul Rahman Al Saleh {Director)
Mr. Abdullah Al Housuni (Director)
Mr. Ali Hamdan Ahmed {Brirector)

Mr. Mobamed Yousef Al Muallem  (Director)
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Rashid Al Shamsi
Vice Chairman
Dubai

Date: 3rd Feb 2010

—
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Independent auditoss® report

The Shareholders
Gutf Navigation Holding PISC

Repuort on the consolidated lnagcinl statements

We have audited the accompanying consolidated financial statements of Gulf Navigation Holding PISC (“the
Company™) its subsidiaries (coliectively referred to as “the Group™) and its interest in jointly controlled entity,
which comprise the consolidated statement of financial position as at 31 December 2009, and the consolidated
statement of compreliensive income (comprising a scparate consolidated income statement and consolidated
statement of comprehensive income), the consolidated statement of changes in equity and the consolidated cash
flow statement for the year then ended, and & summary of significant accounting policies and other explanatory
notes. The corresponding figures presented are based on consolidated financial statements of the Group as at and
for the year ended 31 December 2008, which were audited by another auditor whose teport dated 28 January
2009, expressed an unqgualified opinion on those statements.

Management's responsibility for the financial statements

fManagement is responsible for the preparation and fair presentation of these conselidated financial statements in
secordance  with International Financial Reporting Standerds. This responsibility imcludes: designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of the financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying the
gppropriste accounting policies; and making accounting estimates that are reasonzble in the circumstances.

Auditors’ responyibility

Our responsibility is 1o express an apinion on these consolidated financial statements based on our audit. We
conducted our audil in sccordance with International Standards on Auditing, Those Standards require that we
comply with relevant eihical requirements and plan and perform the audit to obtain reasonable assurance whether
the consolidated financial statements are free of material misstatement.

An audit involves performing procedures to obtain sudit evidence about the amounts and disclosure in the
financial statements. The procedures selected depend on the judgment, including the nssessment of the risks of
material inisstatement of the financial statements, whether due to fraud or error. Ia making those risk assessments,
we consider internal controt relevant to the entity's preparation and fair preseniation of the financial statements in
order to design audit procedures that are appropriate in the circumsiances, 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 principles used and reasonableness of accounting estintates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriale to pravide a basis for ouwr
opinion.
DOpinion
In our opinion, the consolidated financial statements present fairly, in all materia] respects, the consolidated

financial position of the Group as at 31 December 2009, and ils consolidaled financial performance and ils
consalidated cosh flows for the year then ended in accordance with international Financial Reporting Standards.

Report on Other Legal and Regulatory Requirements

As required by the UAE Federal Law No. 8 of 1984 (as ammended), we further confinn that we have obinined all
the information and explanations necessary for our audit, that proper financial records have been kept by the
Company, that a physical count of inventories was carried ol by Managament in accordance with established
prineiples, and the contents of the Directors' report which relate to these consolidated financial stalements are in
agreement with the Company's financial records. We are nel aware of any violation of the above mentioned Law
and the Articles of Assaciation having occurred during the year ended 3| December 2008, which may have had a
material z;glvarse effect on the business of the Group or its consolidated financial position.

F “f

Vijen'&mnath Maulhotra
{Registration No. B 48)
Dubai, United Arab Emirates.

il 3 FEB 2010 1
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Gulif Navigation Holding PJSC

Consolidated income statement
for the year ended 31 December 2009

Operating revenue

Operating costs

Gross profit

Other income

Finance income

Share of toss in a jointly controlled entity
Administrative expenses

Reversal of provision/ (Provision) for doubtful debits
Finance costs

Profit for the year

Earnings per share

- Basic and diluted

Note

22

13

25

2009
AED*000

338,163

(277,649)

60,514
1,822
28,769
(1,659)
(22,964)
7,413

(47,349)

26,546

AED 0.016

2008
AED000

395,931
(214,768)
81163
1,800
31,969
(20,429)
(12,865)

(33.421)

148,226

AED 0.09

The notes on pages 7 to 33 form part of these consolidated financial statements.

The independent auditors’ report is set out on page 1.



Gulf Navigation Holding PJSC

Consolidated statement of comprehensive income
Jor the year ended 31 December 2009

2009 2008
Note AED'006 AED000

Profit for the year 26,546 148,226
Other comprehensive income

Net movement in fair value of

cash flow hedges 23,367 (61,040)
Directors’ fee (4,910) (4,110)
Profit of LLC transferred to PISC - 27,708

Other comprehensive income / (loss)
for the year 18,457 (37.442)

Total comprehensive income for
the year 45,003 110,784

The notes on pages 7 to 33 form part of these consolidated financial statements.

The independent auditors’ report is set out on page 1.



Gulf Navigation Holding PJSC

Consolidated statement of financial position

As ar 31 December 2009

Assels

Non-current assets
Vessels and eguipment
Goodwilt

Current assels
Inveniories

Trade and other receivable
{Cash in hand and at bank

Total assets

Equity and Habilities
Equity

Share capilal
Statolory reserve
Retained eamings

Canulative chiange in the fair value of cash flow bedge
Total equily

Non-current Habilities
Tenn loans
Employees” end ol service benefits

Current liabilities

Bank overdraft

Interest rate hedging thir value
Current portion of term Joans
Accounis payable and accruals
Amounts due to related parties

Total linhilllics

Toial equity and liabilities

The notes on pages 7 to 33 form part of these consolidated financial statements.

Note

10

12
13
I4

13
16

19

2009
AED'000

1,838,628
554,794

2,393,422

31,155
103,076
406,792

541,023

2,934,445

1,655,000
31,546
34,349

1,740,895

{57,591

1,683,304

1,015413
7

1,016,130

57,591
117,057
54,449
5914

235,01

1,251,141

2,934,445

2008
AED000

1,769,298
554,794

2,324,092

8,154
56,674
648,718

713,546

3,037,638

1,655,000
28,80
85,018

1,768,909

(80,958)

1,087,951

1,061,471
815

1,062,284

17,508
80,938
112,637
70,386
5914

287,403

1,349,687

3,037,638

The consolidated financial statements were approved and authorized for issue by the Vice Chairman on ehall of the

Bourd of Direciors on, 0 3 gE‘B Vil d signed on its behalf by:

e
I <3 o

P ol Y

§ g e

Rushid Al Shamsi
Viea Chairman

The independent auditors' repori is set oul on page 1.



Gulf Navigation Holding PJSC

Consolidated statement of cash flows
Jor the year ended 31 December 2009

Operating activities

Profit for the year

Adjustments for;

Depreciation

Share of loss in a jointly controiled entity
Provision for employees’ end of service benefits
Profit on sale of vessels and equipment

Interest income

Finance costs

Operating profit before working capital changes

Change in inventories

Change in trade and other receivable
Change in sccounts payable and accruals
Directors fees paid

Employees” end of service benefits paid

Net cash from operating activifies

Investing activities

Purchase of vessels and equipment

Proceeds from disposal of vessels and equipment
Investment in a jointly controlled entity

Interest received

Net cash used in investing activities
Financing activities

Receipt of term loans

Repayment of term loans
Dividends paid

Interest paid

Net cash (used in) / firom financing activities

Decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of year (refer note (i)

Cash and cash equivalents at end of fhe year

(i)  Cash and cash equivalents as at 31 December 2008 comprise:

Cash at bank and in hand
Bank overdrafis

Note

10
22
2]

13
22

21

10
10

14

2009
AED000
26,546
160,003
1,659
394

(28,76;)
47,349

147,182

(23,001)
(46,402)
(27,368)
{4,910)
(490)

44,511

(169,564)
231

(200)
28,769

(140,764)

70,999
(112,637)
(39,178)
(47,349)

{128,165)

(224,418)
631,210

406,792

648,718
(17,508)

631,210

[t i

The notes on pages 7 to 33 form part of these consolidated financial slatlements.

2008
AED’000
148,226
69,770
492

(47)

{31,969)
33,421

219,893

(4,546)
(21,231)
6,589
(4,110)
(200)

196,395

(479,661)
109

31,969

(447,583)

440,888
(90.220)
(171,808)
(33.421)

145,439

(105,749)
736,959

631,210
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Gulf Navigation Holding PISC

Notes

(forming part of the conselidated financial statements)

1

Reporting entity

Gulf Navigation Holding PISC (“the Company” or “the Pareni Company™} was incorporated on 30
October 2006 as a Public Joint Stock Company in accordance with UAE Federal Law No. 8 of 1984 (as
amended). The Company is primarily engaged in marine transportation of commodities, chartering vessels,
ship agency, marine transport under special passenger and merchant contracts, clearing and forwarding
services and container loading, unloading, discharging and packaging services through its subsidiaries as
listed below. The Company is operated from 32™ Floor, Suite number 3201, Saba Tower-1, Jumeirah Lake
Towers, Dubai, United Arab Emirates.

The consolidated financial statements of the Company as at and for the year ended 31 December 2009
comprise the Company and its following directly or indirectly wholly owned subsidiaries {together
referred to as the “Group™ and individually as “Group entities™) and the Group’s interest in a jointly
controlled entity.

Subsidiaries Country of incorporation
Gulf Navigation Holding PISC United Arab Emirates
Gulf Navigation Group FZCO United Arab Emirates
Gulf Navigation Ship Management FZE United Arab Emirates
Gulf Ship FZE United Arab Emirates
Gulf Crude Carriers LLC United Arab Emirates
Gulf Chemical Carriers LLC United Arab Emirates
Lam Gulf Maritime Co LLC United Arab Emirates
Gulf Navigation and Brokerage LLC Oman

Gulf Huwaylat Corporation Panama

Gulf Deffi Corporation Panama

Gulif Jalmuda Corporation Panama

Guif Fanatir Corporation Panama

Gulf Ahmadi Shipping Inc Marshal Istands

Guif Jash Shipping Inc Panama

Gulf Mishref Shipping Inc Marsha! Istands

Gulf Mizwar Shipping Inc Marshal Istands

Gulf Shagra Shipping Inc Marshal Islands

Gulf Sieb Shipping Inc Panama

Gulf Riyad Shipping Inc Marshal Islands

Gulf Safwa Shipping Inc Marshal Islands

Gulf Sheba Shipping Limited Hong Kong

* with effect from 1 July 2009, the operations of Gulf Navigation Ship Management FZE have been
transferred (o a jointly controlled entity Gulf Stolt Ship Management JLT. As pari of the joint venture
agreement with the joint venture partner, Stolt-Nielsen Indian Ocean and Middle East Service Limited; the
net assets of Gulf Navigation Ship Management FZE amounting to (AED 495,444) as at 1 July 2009 have
been transferred to the jointly controlied entity (also refer note 24}.

Basis of preparation

Statement of compliance

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



Gulf Navigation Holding PJSC

Notes

(forming part of the consolidated financial statements)

2

Basis of preparation (continned)

Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention basis,
except for derivative financial instruments which are measured at fair value,

Functional and presentation currency

The functional currency of the Group is United States Dollars. However, the consolidated financial
statements are presented in United Arab Emirates Dirhams (“AED¥) being the domicile currency.
Amounts in US Dollars have been translated into AED at the rate of USD 1 = AED 3.66.

Use of estimates and jundgments

The preparation of the consolidated financial statements in conformity with IFRSs requires management io
make judgments, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances, the resulis
of which form the basis of making the judgments about carrying values of assets and liabilities that are not
readily apparent from other sources, Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised and in any future periods affected.

In particular, information about significant areas of estimation, uncertainty, and critical judgments in
applying accounting policies that may have a material effect on the amounts recognized in the financial
statements are described in note 30.

Changes in nccounting policies
Overview

Starting as of | January 2009, the Group has changed its accounting policies in the following areas:

. Determination and presentation of operating segments
® Presentation of financial statements

Determination and presentation of operating segments

The Group determines and presents operating segments based on the information that internally is provided
to the ‘Executive Commiittee’, who is the Group's chief operating decision maker. This change in
accounting policy is due to the adoption of IFRS 8 Operating Segments. The new accounting policy in
respect of segment operating disclosures is presented as follows.

Comparative segment information has been re-presented in conformity with the transitional requiremenis
of such standard. Since the change in accounting policy only impacts presentation and disclosure aspects,
there is no impact on earnings per share.

An operating segment is a component of the Group thal engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses that relate to transactions witht any of
the Group’s other components. An operating segment’s operating resulis are reviewed regularly by the
CODD to make decisions about resources to be allocated to the segment and assess its performance, and
for which discrete financial information is available,



Gulf Navigation Holding PJSC

Notes

(forming part of the consolidated financial statements)

2

Basis of preparation {continued)

Segment results that are reported to the CODD include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis. Unallocated items comprise mainly corporate assets
(primarily the Company’s headquarters) and head office expenses.

Segment capital expenditure is the total cost incurred during the period to acquire property, plant and
equipment, and intangible assets other than goodwill.

Presentation of financial statements

The Group applies revised IAS | Presentation of Financial Statements (2007), which became effective as
of 1 January 2009. As a result, the Group presents in the consolidated statement of changes in equity ajl
owner changes in cquity, whereas all non-owner changes in equily are presented in the consolidated
statement of comprehensive income. Comparative information has been re-presented so that it also is in
conformity with the revised standard. Since the change in accounting policy only impacts presentation
aspects, there is no impact on earnings per share.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these
consolidated financial statements, and have been applied consistently by Group entities, except as
explained in note 2, which addresses changes in accounting policies.

Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries are included in
the consolidated financial statements from the date that control commences until the date that control
ceases. The accounting policies of subsidiaries have been changed when necessary to align them with the
policies adopted by the Group.

Invesiments in jointly controlled entities (eguity accounted investees)

Joint ventures are those entities over whose activities the Group has joint control, established by
confractual agreement and requiring unanimouns consent for strategic financial and operating decisions.

Investments in jointly controlled entities are accounted for using the equity method (equity accounted
investees) and are recognised initially at cost. The consolidated financial staternents include the Group’s
share of the income and expenses and equity movements of equity accounted investees, after adjustments
to align the accounting policies with those of the Group, from the date that joint control commences until
the date that joint control ceases. When the Group’s share of losses exceeds its interest in an equity
accounted investee, the carrying amount of that interest, including any long-term investments, is reduced fo
nil, and the recognition of further losses is discontinued except to the extent that the Group has an
obligation or has made payments on behalf of the investee (refer nofe 22).

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements. Unrealised gains arising
from transactions with equity accounted investees are eliminated against the investment 1o the exient of the
Group's interest in the investee. Unrealised losses are eliminated in the same way as unrealised gains, but
only to the extent that there is no evidence of impairment.



Gulf Navigation Holding PJSC

Notes

{(forming pari of the consolidated financial siatements)

2

Basis of preparation (continned)
Revenue recognition
Revenues received from charter is recognised on a straight line basis over the duration of the charter.

Revenue associated with a voyage is recognised by reference to the stage of completion of the voyage at
the balance sheet date.

Ship agency and commercial agency revenues consist of the invoiced value of goods supplied and services
rendered, net of discounts and returns and is recognized when services have been performed.

Finance income comprises interest income on funds invested. Interest income is recognised as it accrues in
profil or loss, using the effective interest method.

Vessels and equipment

Vessels and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses. Cost includes expenditure that is directly attributabie to the acquisition of the asset.

Capital work in progress is not depreciated. Capital work-in progress is recorded at cost. Allocated costs
directly attributable to the construction of the asset are capitalised. The capital work in progress is
transferred to the appropriate asset category and depreciated in accordance with the Group’s policies when
construction of the asset is completed and the asset is commissioned for use.

Depreciation is calcuiated over the depreciable amount, which is the cost of an assel, or other amount
substitided for cost, less its residual value.

Depreciation is recognized in profit or loss on o straight-line basis over the estimated useful lives of each
part of an item of property, plant and equipment, since this mosi closely reflects the expected pattern of
consumption of the future economic benefits embodied in the asset. The estimated usefud lives for the
current and comparative periods are as lollows:

New vessels 25 years
Used vessels t1-12 years
Leasehold improvements 10 years
Building 30 years
Plant and equipment 2-5 years
Furniture and fixiures 5 years
Vehicles 5 years

Dry docking costs 2-4 yenrs

Expenditure incurred to replace a component of an item of vessels and equipment that is accounted for
separately is capitalised and the carrving amount of the component that is replaced is written off. Other
subsequent expenditure is capitalised only when it increases future economic benefits of the related itemn of
vessels and equipment. All other expenditure is recognised in the income statement as the expense is
incurred.

An item of vessels and equipment is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is recognised in ‘Other
operating income® in the income sialement in the period the asset is derecognised.



Gulf Navigation Holding PJSC

Notes

(forming part of the consolidated financial statements)

2

Basis of preparation (continaed)
Goodwill

Goodwill is initially measured at cost being the excess of the cost of acquisition over the Group’s interest
in the net fair value of identifiable assets, liabilities and contingent liabilities acquired. Following initial
recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is reviewed
for impairment, annually, or more frequently if events or changes in circumstances indicate that the
carrying value may be impaired,

Finance costs

Finance costs comprise interest expense on borrowings. In respecl of borrowing costs relating to
qualifying assets, the Group capitalises borrowing costs directly attributable to the acquisition, construction
or production of a qualifying asset as part of the cost of that assel. Borrowing costs that are nol directly
attributable to the acquisition, construction or production of a qualifying asset are recognised in profit or
loss using the effective interest method.

Inventories

Inventories, comprising of spares and consumables, are stated at the lower of cost and net realisable value,
Costs are those expenses incurred in bringing inventories to their present location and condition on a first-
in first out basis.

Net realisabie value is the estimated selling price in the ordinary course of business less any further costs
expected to be incurred on disposal.

Financial instruments
Non-derivative financial assets

The Group initially recognises its non-derivative financial assets which are loans and receivables and
deposits on the date that they are originated.

The Group derecognises a financial asset when the contractual rights to the cash flows from the asset
expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a transaction
in which substantially all the risks and rewards of ownership of the financial asset are tansferred. Any
interest in transferred financial assets that is created or retained by the Group is recognised as a separate
asset or liability.

Financial assets and liabilities are offset and the net amount presented in the statement of financial position
when, and only when, the Group has a legal right to offset the amounts and intends either to settle on a net
basis or to realise the asset and settle the liability simultaneously. The Group has only one category of non-
derivative financial asset: foans and receivables.

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an
active market. Such assets are recognised initially at fair value plus any directly atributable transaction
costs. Subsequent fo initinl recognition loans and receivables are measured at amortised cost using the
effective interest method, less any impairment losses. Loans and receivables comprise trade ond other
receivables.

Cash and cash egquivalents comprise cash balances and cafl deposits with original maturities of three
months or less. Bank averdrafis that are repayable on demand and form an integral part of the Group’s eash
management are included as a component of cash and cash equivalents for the purpose of the statement of
cash flows.

Subsequent to initial recognition the financial assets are recognized at amortised cost.

11



Gulf Navigation Holding PJSC

Notes

(forming part of the consolidated financial statements)

2

Basis of preparation (continued)
Non-derivative financial liabllities (continued)

The Group initially recognises its financial linbilities on the trade date at which the Group becomes a party
to the contractual provisions of the instrument. The Group derecognises a financial liability when ils
contractual obligations are discharged or canceiled or expire.

The Group has the following non-derivative financial liabilities: loans and borrowings, bank overdrafis,
and trade and other payables. Such financial liabilities are recognised initially at fair value plus any divectly
attributable transaction costs. Subsequent {o initial recognition these financial liabilities are measured at
amortised cost using the effective interest method.

Derivative financial instruments
The Group holds derivative financial instruments to hedge its interest rate risk exposures.

On initial designation of the hedge, the Group formally documents the relationship between the hedging
instrument(s) and hedged item(s), including the risk management objectives and strategy in undertaking
the hedge transaction, logether with the methods that will be used to assess the effectiveness of the hedging
relationship, The Group makes an assessment, both at the inception of the hedge relationship as well as on
an ongoing basis, whether the hedging instruments are expected to be “highly effective”™ in offsetting the
changes in the fair value or cash flows of the respective hedged items during the period for which the
hedge is designated, and whether the actual results of each hedge are within a range of 80-125 percent.

Deerivatives are recognised initially at fair vaiue; attributable transaction costs are recognised in profit or
loss as incurred. Subsequent to initial recognition, derivatives are measured al fair value, and changes
therein are accounted lor as described below.

Cash flow hedges

When a derivative is designated as the hedging instrument in a hedge of the variability in cash flows
attributable to a particular risk associated with a recognized asset or liability that could affect profit or Joss,
the effective portion of changes in the fair value of the derivative is recognized in other comprehensive
income and presented in the hedging reserve in equity. The amount recognized in other comprehensive
income is removed and included in profit or loss in the same period as the hedged cash flows affect profit
or loss under the same line ifem in the statement of comprehensive income as the hedped item. Any
ineffective portion of changes in the fair value of the derivative is recognized immediately in profit or loss.

If the hedging instrument no Jonger meets the criteria for hedge accounting, expires or is sold, ierminated,
exercised, or the designation is revoked, then hedge accounting is discontinued prospectively and the
amount recognized in other comprehensive income is transferred o profit or loss in the same period that
the hedged item affects profit or loss.

Leases

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are
classified as finance leases. Upon initial recognition the leased asset is measured at an amount equal to the
lower of its fair value and the present value of the minimum lease payments. Subsequent to initial
recagnition, the asset is accounled for in accordance with the accounting policy applicable 1o that asset,
Other keases are operating leases and the operating lease payments are recognised as an expense in the
income statement on a straight-fine basis over the lease term,
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Basis of preparation (continued)
Provisions

Provisions are recognised when the Group has an obligation (legal or constructive) arising from a past
event, and the costs to settle the obligation are both probable and able to be reliably measured.

The Group provides end of service benefits to ils expatriate employees. The entitlement to these benefits is
based upon the employees® final salary and length of service, subject to the completion of a minimum service
period. The expected costs of these benefits are accrued over the period of employment.

Foreign carrencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Monetary
assets and Habilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the
balance sheet date. All differences are taken to the income statement,

Foreign currency gains and losses are reported on a net basis.
Impairment
Financial assels

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to
determine whether there is objective evidence that it is impaired. A financial asset is impaired if objective
evidence indicates that a loss event has occurred afler the initial recognition of the asset, and that the loss
event had a negative effect on the estimated future cash flows of that asset that can be estimated reliably.

Objective evidence that financial assets are impaired can include default or delinquency by a debtor,
restructuring of an amount due to the Group on terms that the Group would not consider otherwise,
indications that a debtor will enter bankruptcy.

The Group considers evidence of impairment for receivables both a specific asset and collective level. All
individually significant receivables are assessed for specific impairment. All individually significant
receivables found not to be specifically impaired are then collectively assessed for any impairment that has
been incurred but not yet identified. Receivables that are not individually significant are collectively
assessed for impairment by grouping topether receivables with similar risk characteristics.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference
between its carrying amount and the present value of the estimated fulure cash flows discounted at the
asset’s original effective interest rate. Losses are recognised in profit or loss and reflected in an allowance
account against receivables. When a subsequent event causes the amount of impairment loss to decrease,
the decrease in impairment loss is reversed through profit or loss. Changes in impairment provisions
attributable to time value are reflected as a component of interest income.

Non-financial assets

The carrying amounts of the Group’s non-financial assets, other than inventories, are reviewed at each
reporting date to determine whether there is any indication of impairment. [f any such indication exists,
then the asset’s recoverable amount is estimated. For goodwill, the recoverable amount is estimated each
vear at the same time.
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Basis of preparation (continued)
Non-financial assets (continued)

The recoverable amount of an asset or cash-penerating unit is the greater of its value in use and its fair
value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be tested
individually are grouped together into the smallest group of assets that generates cash inflows from
continuing use that are largely independent of the cash inflows of other assets or groups of assets (the
“cash-generating unit, or CGU™). Subject to an operating seginent ceiling test, for the purposes of goodwill
impairment iesting, CGUs to which goodwill has been allocated are aggregated so that the level at which
impairment is iested reflects the lowest level at which goodwtill is monitored for internal reporting
purposes. Goodwill acquired in a business combination is allocated to groups of CGUs that are expected to
benefit from the synergies of the combination.

The Group’s corporate assets do not generate separate cash inflows. If there is an indication that a
corporate asset may be impaired, then the recoverabie amount is determined for the CGU to which the
corporate asset belongs.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in
respect of CGUs are allocated first to reduce the carrying amount of any goodwill allocated to the units,
and then to reduce the carrying amounts of the other assets in the unit {(group of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed at each reporting date for any indications that the lToss has
decreased or no longer exists. An impairment loss is reversed if there has been e change in the estimales
used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.

Earnings per share

The Group presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by
dividing the profit or loss atiributable to ordinary shareholders of the Company by the weighted average
number of ordinary shares outstanding during the period, adjusted for own shares held.

Segment reporting

An operating segment is a component of the Group that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses that relate to transactions with any of
the Group’s other componenis. All operating segments’ operafing resulis are reviewed regularly by the
Group’s Executive Committee to make decisions about resources to be allocated to the segment and assess
its performance, and for which discrete financial information is available (see notes 1 and 22).

14
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Determination of fair values

Certain of the Group’s accounting policies and disclosures require the determination of fair value, for
financial assets. Fair values have been determined for measurement and / or disclosure purposes and the
method vsed to determine these fair values have been mentioned in note 29.

New standards and interpretations

A number of new standards, amendments to standards and interpretations that are issued but not effective
for accounting period starting 1 January 2009, and have not been early adopted in preparing these financial
statements:

s IFRS 3 (Revised) ~ Business Combinations, effective from 1 Tuly 2005;

»  Amendments to IAS 39 - Financial Instruments Recognition and Measurement, effeclive from 1
July 2009;

e [FRIC 17 - Distribution of Non- Cash Assets to Owners, effective from 1 July 2009;

¢ IFRS 5 (Revised) - Non-current Assets Held for Sale and Discontinued Operations, effective from 1
Juiy 2009;

¢ [FRS | (Revised) - First time Adoption of International Financial Reporting Standards, effective

from 1 July 2009,

Amendments to TFRS 2 - Share-based Payment, effective from 1 January 2010;

1AS 27 (Amended) - Consolidated and Separate Financial Statements, effective from | July 2009;

Amendments to IAS 32 - Financial Instruments Presentation, effective from 1 February 2010;

IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments, effective from 1 July 2010,

IAS 24 (Revised) - Related Party Disclosures, effective from 1 January 2011;

Amendments to IFRIC 14 and IAS 19 - The Limit on a Defined Benefit Assets, Minimum Funding

Requirements and their Interaction, effective from 1 January 2011; and

e IFRS 9 Financial Instruments, effective from 1 January 2013.

Management has assessed the impact of the new standards, amendments to standards and interpretations
and amendments to published standards, and concluded that they are either not relevant to the Company or
their impact is limited to the disclosures and presentation requirement in the financial statements.

The Company is currently in the process of evaluating the potential effect of this standard. Given the nature
of the Company's operations, this standard is not expected to have a pervasive impact on the Company's
financial statements.

Operating revenne
2009 2008
AED'000 AED’000
Vessel chartering {also refer 13(i)) 324,570 374,398
Ship agency 10,562 18,716
Commercial agency 3,031 2,817
338,163 395,931
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Notes
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o Operating costs

2009 2008
AED*000 AED000

Vessel owning
Ship running 99,212 82,673
Vessel depreciation 76,225 55,278
Barehoat hire 23,144 23,208
Commission on freight 7,843 12,458
Dry docking write off 18,011 12,071
Charter hire - 5,665
Bunker expense 30,404 2,964
Port disbursement expenses 8,338 -
Other miscellaneous expenses 5,462 3,571

Ship agency
Operating cost 5,840 11,915
Vessel depreciation 534 534
Commercial agency 2,636 2,431
277,649 214,768
7 Other income

2009 2008
AED’000 AED000
Miscellaneous income 1,822 1,809
1,822 1,809

Other income represenis commission on consignment sales and other auxiliary services.

8 Finance income
2009 2008
AED’000 AED’000
Finance income (i) 28,536 28,722
Other finance income 233 3,247
28,769 31,969

(iy Finance income mainly represents profit earned on funds placed with Sharia compliant financial
institutions.



Gulf Navigation Holding PJSC

Notes
{forming part of the consolidated financial statements)

9 Administrative expenses
2009 2008
AED000 AED'000
Staff salaries and benefits 13,550 12,433
Other administrative expenses 9414 1,996
22.964 20,429

17
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12

Vesscls and equipment (continued)

The depreciation charge has been allocated in the income statement as follows :
2009 2008
AED'000 AED'000
Operating costs 76,759 55,812
Administrative expenses 1,007 1,030
77,166 56,842

Goodwill

2009 2008

AED'(0D AED0060
Goodwill 554,794 554,794

The carrying amount of the goodwill which represents the excess of the fair value of the
Company on conversion from LI.C ta PISC over the fair value of net identifiable assets acquired
which has been allocated to the vessel owning and charter segment of the business. The
recoverable amount has been determined based on a value in use calculation using cash flow
projections from financial budgets approved by senjor management covering a twenty five year
period. The discount rate applied to cash flow projections is 6.5% .

Key assumptions used in value in use calculations are:

Gross Margin

Gross margin is based on the current level of activity and the anticipated impact of new vessels,
which are currently under construction, joining the Group,

Discount rates

This reflects management’s benchmark for evaluating investment proposals (i.e. hurdle rate).
Regard has been given to yield on bank deposits.

Inventories
2009 2008
AED'000 AED000
Spare parts * 21,481 -
Vessel oil and lubricants 5,818 3,439
Fuel 3,181 2,142
Others 675 573

31,155 8.154

* During the current year the Group through its new ship management JV company carried out
a reassessment of the process around recognition of certain spares and consumables on beard its
vessels, [t was identified that certain inventories which were capable of providing future
economic benefits were charged to income statement. A detailed physical verification of such
inventory items was carried out and afier due technical analysis of usability of these items, their
value was recognized on balance sheet with a credit to statement of income amounting to AED
21,481 thousand. The prior year comparatives have not been restated as the Group management
has concluded that it is impracticable for identifying the physical quantities and values of
inventories as at 31 December 2008 and management believe the majority of the spares relate to
the current year after having matched the spares to purchase orders/ goods received notes

20
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i3 Trade and other receivables

Trade accounts receivable (i)
Accrued finance income
Awards receivable
Advances to suppliers
Prepaid expenses

Other receivabies (it}

2009
AED000

59,155
2,755
5,914
2,786

18,947

13,519

103,076

2008
AED’000

21,062
7,242
5,914
1,314

18,323
4,819

56,674

(i Included in trade receivable is an additional claim of AED 9,308 thousand {2008 : nil) in
respect of the loss of business and additional costs due to cancellation of charters. Based
on confirmation from the lawyers representing the Group that 2 minimum 17% payout of
the tatal claim of AED 192,306 thousand is expected, the management has recognized the

additional element of the total claim.

(ii) 1t includes AED 4,101 thousand (2008 : nil) in respect of the outstanding claim from a
customer under an agreement entered into by the Company and the customer that they
will pay any differences between the freight rates as per the time charter cancelled by the

customer and the current rates which the Company obtains till 30 June 2010,

As at 31 December 2009, trade receivables at nominal value of AED 2,988 thousand (2008: AED
8,581 thousand) were impaired. Movements in the allowance for impairment of receivables are as

follows:
2009 2008
AED'000 AED?000
At 1l January 8,581 2159
Charge for the year 9 12.865
Reclassified from accrued expenses 3,051 -
Amounts reversed from provisions (7,422) -
Amounts written off (1,231) (6,443)
At 31 December 2,988 8.581
As at 31 December, the ageing of unimpaired trade receivables is as follows:
Neither Past due but not impaired
past due
nor <30 30-60 60-90 00-120 >120
Total impaired days days days days days
AED’000 AED'000 AED'000 AED 000 AED'000 AED'G00 AED 000
2009 59,155 9,308 9,541 1,686 3,950 2,825 31,805
2008 21,062 3,096 8,749 4,224 4,052 295 646

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable. The
amount of AED 33,692 thousand represents the trade receivable from the Estate of Atlas Shipping
AJS, and the management, based on the advice of the lawyer is confident of the recovery of this

amount (also
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Trade and other receivables (continned)

refer note 27). It is not the practice of the Group to obtain coilateral over receivables and the vast
majority are, therefore, unsecured.

Awards receivable represenis amounts awarded by the arbitrators for claims filed by formerly Guif
Navigation Holding LLC against cerfain third parties. Management believe that the amounts of
claims awarded by arbitrators will ultimately be recovered. In accordance with an undertaking
given by certain shareholders of Gulf Navigation Holding LLC, any un-recovered amount will be
set-off apainst amounts payable to them (Note 23).

Cash and cash equivalents

2009 2008

AED600 AED*000

Bank balances and cash 406,792 648,718
Fixed deposits maturing beyond three months - {33,890)
Bank overdraft - (17,508)
406,792 597,320

Included in cash and cash equivalent are bank deposits of AED 352,346 thousand (2008:AED
565,994) thousand maturing within three months of the balance sheet date. AH the deposits are
maintained with local banks, are denominated in UAE Dirhams and carry profit at an average rate
of 4.5 % (2008 : 6%) per annum. The Group’s cash is placed with banks of good repute.

Share capital
Authorised, issued and fully paid
2009 2008
AED’000 AED'000
910,000,000 shares of AED 1 each paid in cash 910,000 910,000
745,000,000 shares of AED 1 each paid in kind 745,000 745,000

1,655,000 1,655,600

Assels and liabilities of Guif Navigation Holding LLC, were transferred to Gulf Navigation
Holding PJSC as an in-kind contribution for 45% inferest in the PISC.

Statutory reserve

As required by the Commercial Companies Law and the Company’s Articles of Association, 10%
of the profit for the year has been transferred to statutory reserve. The Company may resolve to
discontinue such annual transfers when the reserve fotals 50% of paid up share capital. The
reserve is not available for distribution except in the circumstances as stipulated by the law.

Dividends and share buy back

During the year , dividends of AED 0.03 per share totalling AED 49,650 thousand relating to
2008 were approved and paid. The Board of Directors have proposed cash dividend of AED 0.03
per share totailing AED 49,650 thousand for the year 20809. Further, the Board of Directors
approved a share buyback strategy to be implemented during 2010, which will be done in full
compliance with regulatory approvals and procedures.

22
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®

Directors’ fees
During the year, directors fees of AED 4,910 thousand relating to 2008 were approved and paid.
Derivative financial instruments

The Group has two interest rate swap contracts outstanding at 31 December 2009 designated as
hedges of expected interest rate fluciuations, The toial notional amount of the derivatives is
AED 713,343 thousand (2008; AED 772,543 thousand) maturing in December 2010 and
December 2013 respectively. The lerms of the contracts have been negotiated to match the
terms of the loan agreements relating to specific loan tranches. The negative fair values of these
contracts designated as cash flow hedges have been taken to equity and payables since these are
considered to be effective cash flow hedges by the management.

The negative fair values represent the expected future cash outflows on the hedged item.

Term loans
2009 2008
AED'000 AED’000
Current portion of long-term loan 117,057 112,637
Non-current portion of long-term loan 1,015,413 1,061,471
1,132,470 1,174,108
The movement long-term bank loans are summarised as below;
Term- Term-loan Term-loan Total
loan 1 11 j114 AED
AED*000 AEDG00 AED00) AED 0G0
Balance at 1 January 2008 309,921 372,462 201,061 823,444
Add: availed during the year - 43,042 397,841 440,883
Less: repaid during the year (18,300) (65,880} {6.039) 90,219
Balance at 31 December 2008 291,621 289,624 392,863 1,174,108
Balance at | January 2009 291.621 289,624 562,863 1,174,108
Add: availed during the year - - 70,999 70,999
Less: repaid during the year (18,300} (65,880) (28,457  (112,637)
Balance at 31 December 2009 273,321 223,744 635405 1,132,470
Term loan I

The term-foan of AED 311,100 thousand is availed by the Company for the acquiring ships
amounting to AED 402,600 thousand. This loan carries interest at LIBOR plus 0.7% per
annum and is payable in 20 semi annual instalments of AED 9,150 thousand commencing
from 28 Jan 2008 and a final instalment of AED 128,100 thousand.

b3
L
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Term loans (continned)
Term foan II -Tranche A

The term-loan of AED 336,263 thousand is availed by the Company for the acquiring ships
amounting to AED 448,350 thousand. This loan carries interest at LIBOR plus 0.7% per
annum and is payable in 27 quarterly instalments commencing from 14 March 2007.

Term loan ll —Tranche B

The term-loan of AED 86,083 thousand is availed by the Company for the acquiring ships
amounting fo AED 430,416 thousand. This loan carries interest at LIBOR plus 0.7% per
annum and is payable in 27 quarterly instalments and final payment of AED 193,358
thousand beginning after three months of the delivery of the vessel.

Term foan I

The term-loan of AED 676,331 is availed by the Company for the acquiring ships amounting
to AED 795,684, This loan carries interest at LIBOR plus 0.7% per annum and is payable in
39 quarterly instalments commencing from ! Aupust 2008 and a final payment of AED
303,743 thousand.

The above bank loans are secured by the following:

» assignment of vessels mortgage.

s assignment of vessels building contract from ship yard
¢ assignment of refund gnarantee

» pledge of shares of subsidiaries owning these vessels.

The significant covenants for the above loans are as follows:

¢ the current assets at all times exceed the current Habilities;

e maintain at all times a cash and cash equivalents balance of over a certain percentage of
the net debt; and

s ensure that the aggregate free market value is over a certain percentage.

Employces’ end of service benefits

Movements in the provision recognised in the balance sheet are as follows;

2009 2008

AED000 AED00D

Opening balance 813 521

Provided during the year 394 492
End of service benefits paid (496) (200}

Provision as at 31 December 7 813

An actuarial valuation has not been performed as in the view of the management the net impact
of discount rates and future increases in benefits is not likely to be material.
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Accounts payable and accruals

2009 2008
AED(100 AED000
Trade payables 9,695 9919
Accrued expenses 17,682 28,284
Advances from customers 15,141 5,391
Provision for share of loss in & jointly controlled entity (i) 1,459 -
Dividend Payable 10,472 26,792
54,449 70,386

D Investment in a jointly controlled entity 200 -
Share of loss in a jointly controlled entity {1,659) -
Provision for share of loss in a jointly controlled entity (1,459) -

Investment in a jointly controlled entity represenis the Group’s 50% interest in Gulf Stolt Ship
Management JLT which has been formed in accordance with a joint venture agreement with
Stolt-Nielsen Indian Ocean and Middle East Service Limited.

Summary financial information for the jointly controlled entity, not adjusted [or the percentage
ownership held by the Group:

At 31 December 2009

AED 000

Current asseis 1,866
Nen-current assets 683
Current liabilities (1,878)
Non-current liabilities (1,931)
Net liabilities (1,260)
I July 2009t0 31 December 20069

AED ‘060

Revenue 4,021
Expenses (5,680)
Loss (1,659)

In accordance with the joint venture agreement, the total loss for the period ended 31 December
2009 is attributed to the Group since the joint venture partner had not contributed any assets to
the jointly controlled entity in 2009. Accordingly the Group has recognized the entire loss for
the period ending 31 December 2009.
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Related party trans;acﬁons '

Related parties represent major shareholders, directors and key management personnel of the
Company, and entities controlled, jointly controlled or significantly influenced by such parties.
Pricing policies and terms of these transactions are approved by the Company’s management.

Significant related party transactions only include the management fees charged by the jointly
controlled entity amounting to AED 3,953 thousand (2008: Nil) for managing the Group’s
vessels

Amounts due to related pariies at the balance sheet date represent amounis payable to the
shareholders of Gulf Navigation Holding LLC (the LLL) in respect of an amount of AED 5,914
thousand retained to cover the amounts of awards receivables puaranteed by them (refer note 13).
Awards receivables of AED 5,914 included in trade receivables, represents amounts awarded by
the arbitrators for claims filed by formerly Gulf Navigation Holding LLC against certain third
parties. In accordance with an undertaking given by certain sharcholders of Gulf Navigation
Holding LLC, any un-recovered amount will be set-off against amounis payable to them.

Compensation of key management personnel
The remuneration of directors and other members of key management during the year was as

follows:

2009 2008
AED’000 AED000
Short-term benefits 1,948 1,139
Employees end of service benefits 59 14
2,007 1,153

Operating segments

Business sepmends
The Group comprises the following main business segments:

Vessel owning & chartering: The chartering of the vessels to the customers.

Commercial: The trading of goods such as supplies, chemicals, pases required for ships.
Agency: Providing agency services to the ships calling at the poris,

Ship management: Providing ship handling, maintenance and repairs, technical support
services, *

o Orher: Includes management of all the divisions and administrative activities,

¥ The operations of this segment has been transferred to a newly incorporated jointly controlled
entity, Gulf Stolt Ship Management JLT (refer notes [ and 22).

Geographical segments

The chief operating decision maker of the Group does not consider the geographical distribution of
the Group’s operations to be relevant for their internal management analysis and therefore no
geographical segment information has been disclosed.

26
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Gulf Navigation Holding PJSC

Notes
(forming part of the consolidated financial siatements)

25 Farnings per share

Profit for the year

Weighted average number of shares outstanding during the year
{In thousand)

Basic and diluted earnings per share

26 Commitments

Lease commitments

2009
AED*080

26,546

1,655,000

AED 0.016

2008
AED000

148,226

1,655,000

AED 0.09

The Group has obtained a vessel under a bareboat charter for a period of six years to October 2010 with

an option to extent one year. The charter hire is payable as follows:

2009 2008
AED’0G0 AED000
Within one year 19,471 23,378
After one year but not more than five years - 42,849
19,471 66,227

Capital expenditnre commitments:

The estimated capital expenditure contracted for at the balance sheet date but not provided for:

2009 2008
AED000 AED’000

Vessels being built to be provided fo a
third party under time charter agreements - 79,568
Vessels being built for future use (i) 215,208 258,250
Other vessels 1,581 1,581
Total 216,789 339,359
(i) The vessels under construction are significantly delayed by the shipyard and most likely will

exceed the owners cancellation date in 2010. If cancelled the Group may invoke the bank
guarantee for the advance payment of AED 215,208 thousand plus inferest and recoverable
expenses. This bank guarantee is assigned to the bank who have provided the term loan
facility for these vessels (refer note 20). The assignment value drawn on this facility

agreement is {o the extent of AED 86,083.
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Gulf Navigation Holding PISC

Notes

(forming part of the consolidated financial statements)

27

28

Contingencies
Contingent asset

s An arbitrator awarded an amount of AED 13,960 thousand on 9 May 2006 in respect of a claim
filed by Gulf Navigation Holding LLC (the LLC) against a third party. The Management
considers that the arbitration award is a positive step towards recovering the amount through a
court of law. Accordingly, the lawyers representing the Group have started proceeding to locate
the assets of the third party. Although management believes that the amount will eventually be
collected, in order to comply with International Financial Reporting Standards, management has
decided not to record the award as an asset until the collection is virtually certain.

e During the year the Group has submitted a claim of AED 192,306 thousand for recovery of
outstanding dues against Estate of which had filed for bankruptcy in December 2008. As at 3]
December 2009, based on the discussion between the management and the lawyers representing
the Group, the management believes that although the recovery of the total claim is contingent
on the conclusion of the liquidation of the customer, an amount of AED 32,692 thousand which
represents approximately 17% of the total claim, is highly probable and virtually certain.
Accordingly an additional claim relating to loss of profit of AED 9308 thousand has been
recognized as receivable along with trade receivable of AED 23,384 (refer note 13). However,
the balance amount of AED 139,614 thousand is contingent on the outcome of the claim being
approved and paid.

Risk mmanagement

Interest rate risk

The Group is exposed fo interest risk on bank borrowings. The risk is managed by its strategy of
protecting itself from fluctuations in interest rates, for which the Group enters into interest rate swap
contracts for most of its loans.

At the reporting date, the interest rate profile of the Group’s interest bearing financial instruments
was:

20609 2008
AED*000 AED 000

Variable rate instruments
Bank deposits 352,346 365,994
Bank borrowings (1,132,470 (1,174,108)
(780,124) (608,114)

Cash flow sensitivity analysis for variable rate instruments

A change of 50 basis points in interest rates at the reporting date would have increased/ (decreased)
equity and profit or loss by the amounts shown below. The analysis assumes that all other variables
remain constant. This analysis performed on the same basis for 2008:

50 basis peints

Increase Pecrease
(AED ‘000) {AED “(00)

At 31 December 2009
Variable rate instruments 367 (367)
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Risk management (continued)

Cash flow sensitivify analysis for variable rate instruments {continued)

50 basis points
Imcrease Decrease
(AED 000} (AED ‘000)
At 3] December 2008
Variable rate instruments 1,515 {1,515)

Credit risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and

cause the other party to incur a financial loss. The Group is exposed to credit risk on its bank balances,
its nccounts recejvable and certain other asset reflected in the balance sheet.

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and
cause the other party to incur a financial loss. The Group is exposed to credit risk on its bank balances,
its accounts receivable and certain other asset reflected in the balance sheet.

The Group seeks to limit its credit risk with respect to customers by setting credit limits for individual
customers and monitoring outstanding receivables.

The Group provides vessels or services to several charter parties and marine product distributors.

With respect to credit risk arising from other financial assets of the Group, including cash and cash
equivalents, and derivative instruments, the Group’s exposure to credit risk arises from default of ihe
counterpasty, with a maximum exposure equal to the carrying amount of these instruments.

Liquidity risk

The Group limits its liquidity risk by ensuring adequate cash from operations and bank facilities are
available. The Group’s terms of sales require amounts to be paid within 30 days of the date of sale and
one month advance for charter hire is also cbtained from the customers.

The table below summarises the maturities of the Group’s undiscounted financial liabilities at 31
December 2009, based on contractual payment dates and current market interest rates.

At 31 December 2009

Less than Jto12 1te5

3 months months years  >5 years Total

AED00 AED'000 AED'000 AED'000 AED000
Trade payables 6,389 3306 . . 9,695
Advances from customers 15,141 - - - 15,141
Dividend payable 10,472 - - - 10,472
Term loans 43,578 120,257 416,290 721,290 1,301,415
Total 75,580 123,563 416,290 721,290 1,336,723
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28 Risk management (continned)
Liguidity risk (continued)

At 31 December 2008

Less than Jto 12 ito5

3 months months years >5 years Total

AEDGB0  AED000 AED’000 AED’000 AED000
Trade payables 6,613 3,306 - - 9,919
Advances fTom customers 5,391 - - - 5,391
Dividend payable 26,792 - - - 26,792
Bank overdraft 17,508 - - - 17,508
Term loans 42,401 133,726 588,390 1,109,288 1,873,805
Total 98,705 137,032 588,390 1,100,288 1,933,415

The table below shows the fair values of derivative financial instruments which are equivalent to
market values, together with the notional amounts analyzed by term to maturity. The notional
amount is the amount of a derivative’s underlying asset, reference rate or index and is the basis
upon which changes in the value of derivatives are measured. The notional amounts include the
volume of transactions ouistanding at year end and are neither indicative of the market risk or credit

risk.
31 December 2009:
Notional amounis by term fo maturity
Carrying Netional 6 monihs G012 1 year to
amount amonnt or less months 5 years
AED000 AED00) AED000 AED000 AED'006
Interest rate swaps
Liability 57,591 713,343 33,215 158,706 521,422
Total 57,591 713,343 33,215 158,706 521,422

31 December 2008:
Notional amouns by term to maturity

Carrying Notional & months Gtoi2 I year to
ainount amont o less months 5 years
AED000 AED'000 AED 000 AED’00G AED'000

Interest rate swaps
Liability 80,958 772,543 59,200 33,215 680,128
Total 80,958 772,543 59,200 33,215 680,128

Currency risk

The Group’s transactions are mainly in US Dollar and United Arab Emirate Ditham. The term loans
are denominated in US Dollars and most of the bank deposits are denominated in UAE Dirhams.
United Arab Emirate Dirham is currently pegged to the US Dollar. Hence, management does not
consider it necessary to cover the Group from the cusrency risk.
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Risk management (continued)
Capiial management

The primary objective of the Group's capital management is 1o ensure that it maintains healthy capital
ratios in arder to support its business and maximise shareholder value.

The Group manages its capital structure and makes adjvstiments to it in light of changes in business
conditions. Capital comprises share capital, statutory reserve and retained earnings and is measured at
AED 1,740,895 thousand as at 31 December 2008 (2008: AED 1,768,909 thousand).

Fair values of financial instruments
Financial instrumenis comprise of financial assets and financial Habilities.

Financial assets consist of cash and bank balances and receivables. Financial liabilities consist of term
loans, account payables, interest rate hedging fair value and due to related parties.

The fair value of a financial instrument is the amount for which an asset could be exchanged or a
liability settled between knowledgeable, willing parties in an arm’s length transaction. At the balance
sheet date the fair values of the Group’s financial instruments approximate their carrying amounts.

Fair value hierarchy

The only financial instrament that is carried at fair value are the interest rate swap contracts that are
used for hedging the interest rate risk on the term loans (refer notes 19 and 20). The valuation
method used to determine the fair value of the interest rate swap contract falls in the category of
“Level 3* which is defined as ‘inputs for the asset or Hability that are not based on observable
market data (unobservable inputs)’.

The movement and total change in the fair value of the interest rate swap for the current year and
the previous year are disclosed in the consolidated statement of changes in equity and the
consolidated statement of comprehensive income respectively.

Accounting estimates and judgments

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities
within the next financial year. Estimates and judgements are continually evaluated and are based on
historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

Impairment of goadwill

The Group determines whether goodwill is impaired at least on an annual basis. This requires an
estimation of the value in use of the cash-generating units to which the goodwill is allocated.
Estimating the value in use requires the Group to make an estimate of the expected future cash flows
from each cash-generating unit and also te choose a suvitable discount rate in order to calculate the
present value of those cash flows, The carrying value of the goodwill as at 31 December 2009 was
AED 554,794 thousand (2008: AED 554,794 thousand). More details are given in note 11.

Impairment of vessels

The Group determines whether its vessels are impaired when there are indicators of impairment as
defined in IAS 36. This requires an estimation of the value in use of the cash-generating unit whicl is
the vessel owning and chartering segment. Estimating the value in use requires the Group to make an
estimate of the expected firture cash flows from this cash-generating unit and also to choose a suitable
discount rate in order to calculate the present value of those cash flows. The carrying value of the
vessels as at 31 December 2009 was AED 1,395,726 thousand (2008: AED 1,228,781 thousand).

32



Gulf Navigation Holding PJSC

Notes

(forming part of the consolidated financial statements)

30

Accounting estimates and judgments (continued)
Useful lives of vessels and equipment

The useful lives, residual values and methods of depreciation of vessels and equipment are reviewed,
and adjusted if appropriate, at each financial year end. In the review process, the Group takes
guidance from recent acquisitions, as well as market and industry trends.

Impairment of accounts receivable

The Group reviews its recetvables to assess impairment af least on an annual basis. The Group's credit
tisk is primarily attributable to its trade receivables. In determining whether impairment tosses should
be reported in the income statement, the Group makes judgments as to whether there is any
observable data indicating that there is a measurable decrease in the estimated future cash flows.
Accordingly, an allowance for impairment is made where there is an identified loss event or condition
which, based on previous experience, is evidence of a reduction in the recoverability of the cash
flows.

As at 31 December 2009, pross trade receivables were AED 62,143 thousand (2008: AED 29,643
thousand) and the provision for doubtful debts was AED 2,988 thousand (2008: AED 838!
thousand), Any difference between the amounts collected in future perieds and the amounts expected
will be recognized in the consolidated income statement.

Impairment of inventories

Inventories are held at the lower of cost and net realizable value. When inventories become old or
obsolete, an estimate is made of their net realizable value. For individually significant amounts this
estimation is performed on an individual basis. Amounts which are not individually significant, but
which are old or obsolete, are assessed collectively and a provision applied according to the
inventory type and the degree of ageing or obsolescence, based on current replacement costs.

At the balance sheet date, gross inventories were AED 31,155 thousand (2008: AED 8,154
thousand) with no provisions for old and obsolete inventories.

Effectiveness of hedge relationship

At the inception of the hedge, the management documents the hedging strategy and performs hedge
effectiveness testing to assess whether the hedge is effective, This exercise is performed al each
balance sheet date to assesses whether the hedge will remain effective throughout the term of the
hedging instrument. As at the balance sheet date the cumulative fair value of the interest rate swap
was negative fair value of AED 57,591 thousand (2008: negative fair value of AED 86,938 thousand).
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