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Ref: 99A29FS07
Report on Review of Interim Financial Information

The Board of Directors

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

United Arab Emirates

Introduction

We have reviewed the accompanying condensed consolidated balance sheet of Arab Heavy Industries
P.J.S.C. and Subsidiary, Ajman, United Arab Emirates as of Junc 30, 2007 and the related
condensed consolidated statements of income, changes in equity and cash flows for the six month
period then ended and explanatory notes. Management is responsible for the preparation and
presentation of this consolidated interim financial information in accordance with International
Accounting Standard 34: Interim Financial Reporting. Our responsibility is to express a conclusion
on this consolidated interim financial information based on our review. The comparative figures in
the condensed consolidated balance sheet as of December 31, 2006 and related explanatory notes
were audited by another auditor whose report dated January 25, 2007 expressed an unqualified
opinion thereon. The prior period comparative figures in the condensed consolidated statements of
income, changes in equity and cash flows for the six month period ended June 30, 2006 have not
been reviewed.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements
2410, “Review of Interim Financial Information performed by the Independent Auditor of the
entity”. A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we
do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
consolidated interim financial information is not prepared, in all material respects, in accordance with
[nternational Accounting Standard 34.

For Deloitte & Touche
E&" vloloa
Sharjah Saba Y. Sindaha

July 12,2007 Partner
(Registration No. 410)

. A . s " Member of
Audit.Tax.Consulting . Financial Advisory. Deloitte Touche Tohmatsu



Arab Heavy Industries P.J.S.C. and Subsidiary
Ajman - United Arab Emirates

Condensed Consolidated Balance Sheet
At June 30, 2007
(In Arab Emirates Dirhams)

June 30, December 31,
Notes 2007 2006

Unaudited Audited
ASSETS
Current assets
Bank balances and cash 5 62,352,057 37,082,801
Trade and other receivables 43,142,989 26,737,706
Inventories 3,307,491 14,878,189
Due from related parties 1,184,474 7.075.919
Total current assets 109,987,011 85,774,615
Non-current assets
Goodwill 2,773,497 2,773,497
Property, plant and equipment 108,026,170 109,129,297
Total non-current assets 110,799,667 111,902,794
Total Assets 220,786,678 197,677,409
LIABILITIES AND EQUITY
Current liabilities
Trade and other payables 65,113,661 56,336,470
Due to related parties 5,605,943 3,842
Total current liabilities 70,719,604 56,340,312
Non-current liabilities
Provision for employees’ end of service indemnity 6,569,634 6.514.043
Total Liabilities 77,289.238 62.854.355
Capital and reserves
Share capital ) 67,225,900 67,225,900
Statutory reserve 18,998,611 18,998,611
General reserve 6,722,590 6,722,590
Retained earnings 50,550,339 41.875.953
Total Equity 143.497.440 134.823.054
Total Liabilities and Equity 220,786,678 197,677,409

The accompanying notes form an integral part of these consolidated interim financial informz7 ion.

The consolidated interim financial information on pages 2 to 10 were approved by the B j t

Directors and authorised for issue on July 12, 2007.

Managing Director



Arab Heavy Industries P.J.S.C. and Subsidiary
Ajman - United Arab Emirates

Condensed Consolidated Statement of Income
For the six month period ended June 30, 2007
(In Arab Emirates Dirhams)

Six month period
ended June 30,

Three month period
ended June 30,

2007

2006

2007 2006

Unaudited Unaudited

Revenue

115,657,435 58,589,294

(L94.638.766) (49.513.327)

Unaudited Unaudited
59,311,039 35,752,772

(_47.582,195) (31.085,908)

Operating expenses

Operating profit 21,018,669 9,075,967 11,728,844 4,666,864
Interest income 722,269 398,406 446,924 190,450
Other income 1,723,146 1,053,379 805.472 685,365
Profit for the period 23,464,084 10,527,752 12,981,240 5,542,679
Basic earnings per share (Note 8) 34.90 15.66 19.31 8.24

The accompanying notes form an integral part of these interim financial information.



Arab Heavy Industries P.J.S.C. and Subsidiary 4
Ajman - United Arab Emirates

Condensed Consolidated Statement of Changes in Equity
For the six month period ended June 30, 2007
(In Arab Emirates Dirhams)

Share Statutory General Retained
capital reserve reserve earnings Total
Balance at December 31, 2005
(Audited) 67,225,900 16,932,037 6,722,590 33,971,417 124,851,944
Dividends paid (see Note 9) - - - ( 13,445,180) ( 13,445,180)
Profit for the period - - - 10,527,752 10,527,752
Balance at June 30, 2006 67,225,900 16,932,037 6,722,590 31,053,989 121,934,516
(Unaudited)
Balance at December 31, 2006
(Audited) 67,225,900 18,998,611 6,722,590 41,875,953 134,823,054

Dividends paid (see Note 9) - - ( 14,789,698) ( 14,789,698)

Profit for the period - - - 23,464,084 23,464,084
Balance at June 30, 2007 67,225,900 18,998,611 6,722,590 50,550,339 143,497,440
(Unaudited)

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



Arab Heavy Industries P.J.S.C. and Subsidiary 5
Ajman - United Arab Emirates
Condensed Consolidated Statement of Cash Flows
For the six month period ended June 30, 2007
(In Arab Emirates Dirhams)
Six month Six month
period ended period ended
June 30, June 30,
2007 2006
Unaudited Unaudited
Operating activities
Profit for the period 23,464,084 10,527,752
Adjustments for:
Depreciation of property, plant and equipment 2,935,213 2,461,346
Provision for employees’ end of service indemnity 334,005 528,586
Interest income ( 722,269) ( 398,406)
Gain on disposal of property plant and equipment ( 70.869) ( 12,653)
Operating cash flows before movements in working capital 25,940,164 13,106,625
Increase in trade and other receivables ( 16,405,283) ( 1,218,107)
Decrease/(increase) in inventories 11,570,698 ( 13,277,369)
Decrease/(increase) in due from related parties 5,891,445 ( 12,853,684)
Increase in trade and other payables 8,777,191 23,993,954
Increase/(decrease) in due to related parties 5,602,101 (__1,747.,547)
Cash generated from operations 41,376,316 8,003,872
Employees’ end of service indemnity paid ( 278.414) ( 150,146)
Net cash generated from operating activities 41,097,902 7,853,726
Investing activities
Purchase of property, plant and equipment ( 1,836,298) ( 5,428,471)
Proceeds from disposal of property, plant and equipment 75,081
14,901
Acquisition of subsidiary - 4,680,917
Interest received 722,269 398,406
Net cash used in investing activities (__1,038,948) ( 334,247)

Financing activities

Dividend paid (_14,789,698)  (_13.445.,180)
Cash used in financing activities (_14,789.698)  (_13,445,180)
Net increase/(decrease) in cash and cash equivalents 25,269,256 ( 5925,701)
Cash and cash equivalents at the beginning of the period 37,082,801 30.838.116
Cash and cash equivalents at the end of the period 62,352,057 24,912,415

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



Arab Heavy Industries P.J.S.C. and Subsidiary 6
Ajman - United Arab Emirates

Notes to the Consolidated Interim Financial Information
For the six month period ended June 30, 2007

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). The address of the
Company's registered office is P. O. Box 529, Ajman, United Arab Emirates.

The principal activity of the Company is ship repair and steel fabrication.

Basis of preparation

These consolidated interim financial information is prepared in accordance with the
International Accounting Standard No. 34 - Interim Financial Reporting issued by the
International Accounting Standard Board and also comply with the applicable
requirements of the laws in the U.A.E. The consolidated interim financial information is
prepared in accordance with the historical cost basis, except for the measurement at fair
value of financial instruments. The consolidated interim financial information is
presented in U.A.E. Dirhams (AED) since that is the currency in which the majority of
the Group’s transactions are denominated.

These consolidated interim financial information do not include all the information
required for full annual consolidated financial statements and should be read in
conjunction with the Group’s annual audited consolidated financial statements as at and
for the year ended December 31, 2006. In addition, results for the 6 months period ended
June 30, 2007 are not necessarily indicative of the results that may be expected for the
financial year ending December 31, 2007.

(a) Estimates

The preparation of consolidated interim financial information require management to
make judgements, estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets and liabilities, income and
expense. Actual results may differ from these estimates.

In preparing these consolidated interim financial information, the significant
judgements made by management in applying the Group’s accounting policies and
the key sources of estimation uncertainty were the same as those that were applied to
the annual audited consolidated financial statements as at and for the year ended
December 31, 2006.

(b) Management of financial risk

The Group’s financial risk management objectives and policies are consistent with
those disclosed in the annual audited consolidated financial statements as at and for
the year ended December 31, 2006.



Arab Heavy Industries P.J.S.C. and Subsidiary 7
Ajman - United Arab Emirates

Notes to the Consolidated Interim Financial Information (continued)
For the six month period ended June 30, 2007

3.

Basis of consolidation

The consolidated interim financial information of Arab Heavy Industries P.J.S.C. and
Subsidiary (the “Group”) incorporate the financial information of the Company and
enterprise 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 significant intra-group transactions, balances, income and expenses are eliminated on
consolidation.

Subsidiary:
Details of the Company’s subsidiary at June 30, 2007 are as follows:

Proportion of

Name of ownership Country of Principal
subsidiary interest incorporation activities
Arab Eagle Marine Engaged in the
Engineering L.L.C. 100% UAE activity of ship

repair.

Accounting policies

The accounting policies used in the preparation of these consolidated interim financial
information are consistent with those used in the annual audited consolidated financial
statements for the year ended December 31 2006, except for the adoption of new
standards and interpretation noted below:

IFRS 7 Financial Instruments Disclosures

The Group has adopted IFRS 7, which requires disclosures that enable users to evaluate
the significance of the Group’s financial instruments and the nature and extent of risks
arising from those financial instruments. These new disclosures will be included in the
Group’s annual consolidated financial statements for the year ending December 31,
2007.

IAS 1 Amendment - Presentation of Financial Statements

This amendment requires the Group to make new disclosures to enable users of the
financial statements to evaluate the Group’s objectives, policies and processes for
managing capital. These new disclosures will be included in the Group’s annual
consolidated financial statements for the year ending December 31, 2007.



Arab Heavy Industries P.J.S.C. and Subsidiary 8
Ajman - United Arab Emirates

Notes to the Consolidated Interim Financial Information (continued)
For the six month period ended June 30, 2007

4.

Accounting policies (continued)

Adoption of these Standards did not have any effect on the financial position or
performance of the Group.

Bank balances and cash

June 30, December 31,
2007 2006
Unaudited Audited
AED AED
Cash on hand 30,000 32,000
Bank balances:
Current accounts 26,737,673 11,458,811
Fixed deposits 35,584,384 25,591,990
62,352,057 37,082,801

Related party transactions

During the period, the Group entered into the following transactions with related parties:

Six Month Period
Ended June 30,
2007 2006
Unaudited Unaudited

AED AED
Sales 14,053,810 12,805,501
Purchases 217,688 59,764
Management fees to Keppel Group 2,956,143 1,578,870
Board of directors’ remuneration 868,000 798,000
Other expenses 2,884,457 1,921,621

The Group is managed by a member of the Keppel Group. As per the management
agreement, the Group is charged a fee of Singapore Dollars 300,000 (2006: Singapore
Dollars 300,000) per annum plus 10% of the net profit.



Arab Heavy Industries P.J.S.C. and Subsidiary 9
Ajman - United Arab Emirates

Notes to the Consolidated Interim Financial Information (continued)
For the six month period ended June 30, 2007

Related party transactions (continued)

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

The remuneration of directors has been approved by the Shareholders in the annual
general meeting.

Share capital
June 30, December 31,
2007 2006
Unaudited Audited
AED AED
Issued and fully paid
(672,259 ordinary shares of AED 100 each) 67,225,900 67,225,900

Basic earnings per share

Six Month Period Three Month Period

ended June 30, ended June 30,
2007 2006 2007 2006
Unaudited Unaudited Unaudited Unaudited
Profit for the period (in AED) 23,464,084 10,527,752 12,981,240 5,542,679
Number of shares 672,259 672,259 672,259 672,259

Basic earnings per share (in AED) 34.90 15.66 19.31 8.24




Arab Heavy Industries P.J.S.C. and Subsidiary
Ajman - United Arab Emirates

Notes to the Consolidated Interim Financial Information (continued)
For the six month period ended June 30, 2007

10

10.

11.

Dividends

At the annual general meeting held on March 28, 2007, the Shareholders approved a
dividend of AED 14,789,698 (AED 22 per share) for 2006 (2005: dividend of AED

13,445,180, AED 20 per share).

Commitments and contingent liabilities

Contingent liabilities and commitments as of the balance sheet date are as follows:

June 30, December 31,
2007 2006
Unaudited Audited
AED AED
Commitments
Commitments for the acquisition of property,
plant and equipment 593,333 714,274
Contingent liabilities
Letters of guarantee 17,160 38,150

Comparative amounts

Certain amounts for the prior period were reclassified to conform to
presentation.

current period



