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REPORT ON THE REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

TO THE BOARD OF DIRECTORS OF NATIONAL MARINE DREDGING COMPANY PJSC

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of National Marine
Dredging Company (the “Company’’) and its subsidiaries (together referred to as the “Group”), comprising the
interim condensed consolidated statement of financial position as at 30 June 2021, and the related interim
condensed consolidated statements of profit or loss and comprehensive income for the three and six month
periods then ended and the interim condensed consolidated statement of changes in equity and cash flows for
the six months period then ended, and the explanatory notes. Management is responsible for the preparation
and presentation of these interim condensed consolidated financial statements in accordance with International
Accounting Standard 34, “Interim Financial Reporting (IAS 34)”. Our responsibility is to express a conclusion
on these interim condensed consolidated financial statements based on our review.

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. Consequently, it 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 interim
condensed consolidated financial statements are not prepared, in all material respects, in accordance with IAS
34.

Other matter

The consolidated financial statements of the Group for the year ended 31 December 2020 were audited by
another auditor who expressed an unmodified opinion on those consolidated financial statements on 10 March
2021.

The condensed consolidated interim financial statements of the Group for the period ended 30 June 2020 were
reviewed by another auditor who expressed an unmodified conclusion on those condensed consolidated
interim financial statements on 22 December 2020.

Raed Ahmad
Partner

Ernst & Young
Registration No 811

15 July 2021
Abu Dhabi



National Marine Dredging Company PJSC

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 30 June 2021

Note

ASSETS

Non-current assets

Property, plant and equipment
Right-of-use assets

Goodwill

Investments in equity accounted investees
Deferred tax assets

Retentions receivable

oo ~N o o1

Total non-current assets

Current assets

Inventories 11
Trade and other receivables 12
Contract assets 13
Financial assets at fair value through profit or loss 9
Cash and bank balances 14

Total current assets
TOTAL ASSETS

EQUITY AND LIABILITIES

Capital and reserves

Share capital 16
Merger reserve 17
Other reserves 18
Retained earnings

Equity attributable to the shareholders of the Company
Non-controlling interests

Total equity

Non-current liabilities

Provision for employees’ end of service benefits 19
Long term borrowings 15
Long term lease liabilities 6

Total non-current liabilities

30 June
2021

AED ’000
(Unaudited)

4,129,409
315,883
5,057
51,340
5,661
37,706

4,545,056

310,170
3,055,928
4,203,783

31,620

698,536

8,300,037
12,845,003

825,000
765,000
38,543
3,111,199

4,739,742

2,822

4,742,564

436,475
1,485,018
310,602

2,232,095

31 December
2020

AED ’000
(Audited)

2,752,080
297,997
5,057
24,013

3,079,147

152,673
2,261,773
1,395,528

508,692
4,318,666
7,397,813

575,000

(475,000)
37,532
2,955,161

3,092,693
2,746

3,095,439

308,776
1,373,590
300,724

1,983,090




National Marine Dredging Company PJSC

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2021

EQUITY AND LIABILITIES continued

30 June 31 December

2021 2020

Note AED °000 AED 000

(Unaudited) (Audited)

Current liabilities

Trade and other payables 20 4,642,648 2,048,733
Short term borrowings 15 1,221,216 264,434
Short term lease liabilities 6 6,570 6,117
Total current liabilities 5,870,434 2,319,284
Total liabilities 8,102,529 4,302,374
TOTAL EQUITY AND LIABILITIES 12,845,093 7,397,813

Mohammed Thani Murshed Al Rumaithi Yasser Nasr Zaghloul Sreemont Pra$ad Barua
CHAIRMAN CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER

The attached notes 1 to 30 form part of these interim condensed consolidated financial statements.




National Marine Dredging Company PJSC

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the six month period ended 30 June 2021

3 months ended 30 June 6 months ended 30 June

2021 2020 2021 2020
AED ’000 AED "000 AED ’000 AED ’000
Note  (unaudited) (unaudited) (unaudited) (unaudited)

Revenue from contracts with customers 21 2,100,190 751,440 3,268,676 1,621,892
Contract costs (1,852,147) (843,237)  (3,038,069)  (1,791,753)
GROSS PROFIT (LOSS) 248,043 (91,797) 230,607 (169,861)
Share of net results of equity accounted

investees 8 1,146 530 2,889 530
General and administrative expenses (15,904) (6,985) (39,693) (28,421)
Net finance costs 23 (11,549) (11,264) (23,709) (27,924)
Foreign currency exchange (loss) gain (478) 5,073 13,260 6,302
Fair value (loss) gain on financial assets

at fair value through profit or loss 9 (464) - 3,782 -
Other (expense) income, net 24 (7,760) 17,111 54,088 18,084
Profit (loss) before tax 213,034 (87,332) 241,224 (201,290)
Income tax expense on foreign operations 10 (8,540) (11,724) (10,110) (30,666)
PROFIT (LOSS) FOR THE PERIOD 22 204,494 (99,056) _ 231,114 (231,956)

PROFIT (LOSS) ATTRIBUTABLE TO:

Shareholders of the Company 204,491 (99,105) 231,038 (232,110)
Non-controlling interests 3 49 76 154
PROFIT (LOSS) FOR THE PERIOD 204,494 (99,056) 231,114 (231,956)

Basic and diluted earnings (loss) per share
attributable to equity holders of the
Company 25 0.25 (0.17) 0.30 (0.40)

The attached notes 1 to 30 form part of these interim condensed consolidated financial statements.




National Marine Dredging Company PJSC

INTERIM CONDENSED CONSOLIDATED STATEMENT

INCOME
For the six month period ended 30 June 2021

3 months ended 30 June

OF COMPRHENSIVE

6 months ended 30 June

2021 2020
AED ’000 AED 000
(Unaudited)  (Unaudited)
PROFIT (LOSS) FOR THE PERIOD 204,494 (99,056)
Other comprehensive (loss) income
Items that may be subsequently
reclassified to consolidated statement
of profit or loss in subsequent periods
Fair value (loss) gain arising on
hedging instruments during the period (3,967) (2,047)
Exchange differences arising on translation
of foreign operations 88 (1,036)
OTHER COMPREHENSIVE (LOSS) INCOME
FOR THE PERIOD (3,879) (3,083)
TOTAL COMPREHENSIVE
INCOME (LOSS) FOR THE PERIOD 200,615 (102,139)
TOTAL COMPREHENSIVE INCOME (LOSS)
ATTRIBUTABLE TO:
Shareholders of the Company 200,612 (102,188)
Non-controlling interests 3 49
TOTAL COMPREHENSIVE INCOME (LOSS)
FOR THE PERIOD 200,615 (102,139)

2021 2020
AED ’000 AED ’000
(Unaudited)  (Unaudited)
231,114 (231,956)
628 (16,780)
383 (3,505)
1,011 (20,285)
232,125 (252,241)
232,049 (252,395)
76 154
232,125 (252,241)

The attached notes 1 to 30 form part of these interim condensed consolidated financial statements.




National Marine Dredging Company PJSC

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six month period ended 30 June 2021

Balance at 1 January 2020 (Audited)

(Loss) profit for the period
Other comprehensive loss

Total comprehensive (loss) income for the period
Retroactive adjustment — acquisition (refer note 17)

Balance at 30 June 2020 (Unaudited)
Balance at 1 January 2021 (Audited)

Profit for the period
Other comprehensive income

Total comprehensive income for the period
Acquisition of subsidiary (refer note 4)
Dividend payable

Balance at 30 June 2021 (Unaudited)

The attached notes 1 to 30 form part of these interim condensed consolidated financial statements.

Share Merger
capital reserve
AED ’000 AED ’000
100,000 -
475,000 (475,000)
575,000 (475,000)
575,000 (475,000)
250,000 1,240,000
825,000 165,000

Equity

attributable

to the

shareholders

Other Retained of the
reserves earnings Company
AED ’000 AED ’000 AED ’000
47,711 2,848,413 2,996,124
- (232,110) (232,110)
(20,285) - (20,285)
(20,285) (232,110) (252,395)
27,426 2,616,303 2,743,729
37,532 2,955,161 3,092,693
- 231,038 231,038

1,011 - 1,011
1,011 231,038 232,049

- - 1,490,000

- (75,000) (75,000)
38,543 3.111,199 4,739,742

Non-
controlling Total
interests equity
AED ’000 AED ’000
2,502 2,998,626
154 (231,956)
- (20,285)
154 (252,241)
2,656 2,746,385
2,746 3,095,439
76 231,114
- 1,011
76 232,125
- 1,490,000
- (75,000)




National Marine Dredging Company PJSC

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six month period ended 30 June

2021 2020
Note AED ’000 AED ’000
(Unaudited) (Unaudited)
OPERATING ACTIVITIES
Profit (loss) before tax 241,224 (201,290)
Adjustments for:
Depreciation of property, plant and equipment 5 204,218 126,097
Depreciation of right-of-use assets 6 6,324 5,306
Gain on disposal of property, plant and equipment - (112)
Fair value gain on financial assets at fair value
through profit or loss 9 (3,782) -
Provision for slow moving and obsolete inventories 11 1,768 3,780
Share of net results of an equity accounted investees 8 (2,889) (530)
Foreign exchange translation (4,135) -
Provision for expected credit losses 75,286 -
Gain on bargain purchase 4 (49,708) -
Finance costs, net 23 23,709 27,924
Provision for employees’ end of service benefits 19 22,385 16,417
514,400 (22,408)
Income tax paid 10 (63,163) (16,588)
Employees’ end of service benefit paid 19 (27,986) (22,715)
423,251 (61,711)
Working capital changes:
Change in inventories 85,027 (6,032)
Change in trade and other receivables 495,395 90,763
Change in contract assets (465,138) 253,821
Change in trade and other payables (217,810) (148,127)
Net cash from operating activities __ 320,725 _ 128,714
INVESTING ACTIVITIES
Purchase of property, plant and equipment 5 (53,811) (59,463)
Proceeds from disposal of property, plant and equipment 23 290
Overdraft assumed on acquisition of subsidiary, net 4 (481,905) -
Interest received 3,267 -
Net cash used in investing activities 532,426) 59,173)
FINANCING ACTIVITIES
Proceeds from term loans - 1,836,349
Repayment of term loans and lease liabilities (276,244) (1,317,000)
Repayment of a shareholder loan - (293,816)
Dividends paid (75,230) -
Interest paid (20,932) (27,924)
Net cash (used in) from financing activities 372,406) _ 197,609
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (584,107) 267,150
Cash and cash equivalents at 1 January 508,692 628,663
Foreign exchange translation adjustment - (3.333)
CASH AND CASH EQUIVALENTS AT 30 JUNE 14 (75,415) 892,480

The attached notes 1 to 30 form part of these interim condensed consolidated financial statements.




National Marine Dredging Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2021

1 GENERAL INFORMATION

National Marine Dredging Company (“NMDC” or the “Company”) is a public shareholding company incorporated in
the Emirate of Abu Dhabi. The Company was incorporated by Law No. (10) of 1979, as amended by Decree No. (3)
and (9) of 1985 issued by His Highness Sheikh Khalifa Bin Zayed Al Nahyan, who was then the Deputy Ruler of the
Emirate of Abu Dhabi. The registered address of the Company is P.O. Box 3649, Abu Dhabi, United Arab Emirates.

These consolidated financial statements include the financial performance and position of the Company and its
subsidiaries, joint venture and branches (collectively referred to as the “Group”), details of which are set out below.

During 2020, the Company’s shareholders accepted an offer from Abu Dhabi Development Holding Company
(“ADQ™) (an existing shareholder and an entity fully owned by the Government of Abu Dhabi) and other minority
shareholders of National Petroleum Construction Company PJSC (“NPCC”), to acquire 100% of the shareholding of
NPCC, in exchange for the issuance of 575,000,000 equity shares in the Company to ADQ and the other shareholders
of NPCC. This transaction received regulatory approvals on 11 February 2021, and consequently, the Company’s
share capital stands increased to AED 825,000,000 from that date. As a result of this transaction, the Government of
Abu Dhabi became the majority holder of the Company’s shares. Subsequently in May 2021, ADQ out of its total
shareholding of 58.48% in the Company, transferred 44.2% of the equity shares to entities in the Alpha Dhabi Holding
PJSC (“Alpha™) group, a subsidiary of International Holding Company. Alpha group with this transaction and along
with its previous equity shareholding in the Company become the majority shareholder of the Company (also refer to
notes 4 and 16).

The Company is primarily engaged in the execution of engineering, procurement and construction contracts, dredging
contracts and associated land reclamation works in the territorial waters of the UAE, principally under the directives
of the Government of Abu Dhabi (the “Government”), a majority shareholder. The Group also operates in other
jurisdictions in the region including Bahrain, Egypt, Saudi Arabia and India through its subsidiaries, branches and
joint operations.

Country of Percentage holding
Name incorporation 2021 2020 Principal activities
Subsidiaries of NMDC
National Petroleum Construction UAE 100% - Engineering Procurement and Construction
Company PJSC (“NPCC”)
Emarat Europe Fast Building UAE 100% - Manufacturing and supply of precast concrete
Technology System Factory L.L.C.
(Emarat Europe)
National Marine Dredging Company UAE 100% - Manufacturing of steel pipes and steel pipe fittings
(Industrial) and holding 1% investment in the Group’s
subsidiaries to comply with local regulations
ADEC Engineering Consultancy L.L.C. UAE 100% - Consultancy services in the fields of civil,
architectural, drilling and marine engineering along
with related laboratory services
Abu Dhabi Marine Dredging Co S.P.C. Bahrain 100% - Offshore reclamation contracts, services for fixing
water installation for marine facilities and
excavation contracts
National Marine and Infrastructure India 100% - Dredging and associated land reclamation works,
India Private Limited civil engineering, port contracting and marine
construction
Subsidiaries of NPCC
National Petroleum Construction Co.
(Saudi) LTD. Saudi Arabia 100% 100% Engineering Procurement and Construction
NPCC Engineering Limited India 100% 100% Engineering
ANEWA Engineering Pvt. Ltd. India 80% 80% Engineering




National Marine Dredging Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 June 2021

1 GENERAL INFORMATION continued
Country of

Name incorporation

Branches of NMDC

National Marine Dredging Company Saudi Arabia

National Marine Dredging Company Egypt

National Marine Dredging Company Maldives

National Marine Dredging Company Abu Dhabi

National Marine Dredging Company Dubai

Joint Venture of NMDC
The Challenge Egyptian Emirates  Egypt
Marine Dredging Company

Associate of NPCC
Principia SAS France

Joint Operations of NPCC
Technip — NPCC-Satah Full Field

NPCC - Technip -UZ-750 (EPC-1)
NPCC - Technip UL -2
NPCC - Technip AGFA

NPCC - Technip JV — US GAS CAP
FEED

2.1 Basis of preparation

Percentage holding

Dredging and associated land reclamation
works, civil engineering, port contracting and

Dredging and associated land reclamation
works, civil engineering, port contracting and

Dredging and associated land reclamation
works, civil engineering, port contracting and

Dredging and associated land reclamation
works, civil engineering, port contracting and

Dredging and associated land reclamation
works, civil engineering, port contracting and

Dredging and associated land reclamation
works, civil engineering, port contracting and

Engineering, Procurement and Construction

Engineering, Procurement and Construction

Engineering, Procurement and Construction

Engineering, Procurement and Construction

2020 Principal activities

Branch -

marine construction
Branch -

marine construction
Branch -

marine construction
Branch -

marine construction
Branch -

marine construction
49% -

marine construction
33% 33% Engineering and consultancy
50% 50%
40% 40%
50% 50%
50% 50%
50% 50%

Engineering, Procurement and Construction

The interim condensed consolidated financial statements of the Group have been prepared in accordance with

International Accounting Standard 34, Interim Financial Reporting.

These interim condensed consolidated financial statements are presented in UAE Dirham (AED), which is the
functional currency of the primary economic environment in which the Company operates. Each entity in the Group
determines its own functional currency. All financial information presented in AED has been rounded to the nearest

thousand except as otherwise stated.

The interim condensed consolidated financial statements have been prepared on a historical cost basis, except for
derivative financial instruments and financial assets at fair value through profit or loss, that have been measured at fair

value.




National Marine Dredging Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2021

2 BASIS OF PREPARATION AND CRITICAL ACCOUNTING JUDGEMENTS
2.2 Basis of consolidation
Subsidiaries are entities controlled by the Group. Control exists when the Group is exposed, or has rights, to variable

returns from its involvement with the investee and has the ability to affect those returns through its power over the
investee. Specifically, the Group controls an investee if, and only if, the Group has all of the following:

. Power over the investee (i.e., existing rights that give it the current ability to direct the relevant activities of
the investee)

o Exposure, or rights, to variable returns from its involvement with the investee

o The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights results in control. When the Group has less than a
majority of the voting, or similar, rights of an investee, it considers all relevant facts and circumstances in assessing
whether it has power over an investee, including:

) The contractual arrangement(s) with the other vote holders of the investee
) Rights arising from other contractual arrangements
) The Group’s voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses
of a subsidiary acquired or disposed of during the year are included in the consolidated statements of profit or loss and
other comprehensive income from the date the Group gains control until the date the Group ceases to control the
subsidiary. Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders
of the parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests
having a deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries to align
their accounting policies with the Group’s accounting policies. All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions between members of the Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are identified separately from the Group’s equity therein. Those interests of
non-controlling shareholders that are present ownership interests entitling their holders to a proportionate share of net
assets upon liquidation may initially be measured at fair value or at the non-controlling interests’ proportionate share
of the fair value of the acquiree’s identifiable net assets. The choice of measurement is made on an
acquisition-by-acquisition basis. Other non-controlling interests are initially measured at fair value. Subsequent to
acquisition, the carrying amount of non-controlling interests is the amount of those interests at initial recognition plus
the non-controlling interests’ share of subsequent changes in equity. Total comprehensive income is attributed to
non-controlling interests even if this results in the non-controlling interests having a deficit balance.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
If the Group loses control over a subsidiary, it derecognizes the related assets (including goodwill), liabilities, non-
controlling interest and other components of equity, while any resultant gain or loss is recognized in profit or loss. Any
investment retained is recognized at fair value.

2.3 New And Amended International Financial Reporting Standards (IFRS) and Interpretations

In the current period, the Group has applied the amendments to IFRS 9, 1AS 39, IFRS 7, IFRS 4 and IFRS 16 along
with amendments with respect to Interest Rate Benchmark Reforms — Phase 2 issued by the International Accounting
Standards Board (“IASB”) that are mandatorily effective for an accounting period that begins on or after January 1,
2021. The application of these amendments to IFRSs has not had any material impact on the amounts reported for the
current and prior periods but may affect the accounting for the Group’s future transactions or arrangements.

Other than the above, there are no other significant IFRSs, amendments or interpretations that were effective for the
first time for the financial year beginning on or after January 1, 2021.

10



National Marine Dredging Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2021

2 BASIS OF PREPARATION AND CRITICAL ACCOUNTING JUDGEMENTS continued
2.3 New And Amended International Financial Reporting Standards (IFRS) and Interpretations continued

The Group has not early adopted any new and revised IFRSs that have been issued but are not yet effective.

Effective for
annual periods
New standards and significant amendments to standards applicable to the Group: beginning on or
after
Amendments to IFRS 3 'Business Combinations' that update an outdated reference in IFRS 3 without January 1, 2022
significantly changing its requirements.
Amendments to IAS 16 ‘Property, Plant and Equipment’ regarding proceeds from selling items produced January 1, 2022
while bringing an asset into the location and condition necessary for it to be capable of operating in the
manner intended by management.
Amendments to IAS 37 ‘Provisions, Contingent Liabilities and Contingent Assets’ amending the January 1, 2022
standard regarding costs a company should include as the cost of fulfilling a contract when assessing
whether a contract is onerous.
Annual improvements to IFRS Standards 2018-2020 January 1, 2022
Amendments to IAS 1 "Presentation of Financial Statements’ to address classification of liabilities as January 1, 2023
current or non-current providing a more general approach based on the contractual arrangements in place
at the reporting date.
IFRS 17 “Insurance Contracts’ which requires insurance liabilities to be measured at a current fulfilment January 1, 2023
value and provides a more uniform measurement and presentation approach for all insurance contracts.
These requirements are designed to achieve the goal of a consistent, principle-based accounting for
insurance contracts. IFRS 17 supersedes IFRS 4 “Insurance Contracts’ as of January 1, 2021.
Amendments to IFRS 17 'Insurance Contracts' to address concerns and implementation challenges that were January 1, 2023

identified after IFRS 17 was published in 2017.

Extension of the Temporary Exemption from Applying IFRS 9 (Amendments to IFRS 4). The amendment January 1, 2023
changes the fixed expiry date for the temporary exemption in IFRS 4 “Insurance Contracts’ from applying

IFRS 9 ‘Financial Instruments’, so that entities would be required to apply IFRS 9 for annual periods

beginning on or after 1 January 2023.

Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2) which require January 1, 2023
that an entity discloses its material accounting policies, instead of its significant accounting policies. Further
amendments explain how an entity can identify a material accounting policy.

The amendments replace the definition of Accounting Estimates (Amendments to IAS 8) - The amendments January 1, 2023
replace the definition of a change in accounting estimates with a definition of accounting estimates. Under

the new definition, accounting estimates are “monetary amounts in financial statements that are subject to

measurement uncertainty”. Entities develop accounting estimates if accounting policies require items in

financial statements to be measured in a way that involves measurement uncertainty. The amendments

clarify that a change in accounting estimate that results from new information or new developments is not

the correction of an error.

The IASB issued 'Deferred Tax related to Assets and Liabilities arising from a Single Transaction January 1, 2023
(Amendments to IAS 12)' that clarify how companies account for deferred tax on transactions such as leases
and decommissioning obligations.

Management anticipates that these amendments will be adopted in the financial information in the initial period when
they become mandatorily effective. The impact of these standards and amendments is currently being assessed by the
management.

11



National Marine Dredging Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2021

2 BASIS OF PREPARATION AND CRITICAL ACCOUNTING JUDGEMENTS continued
2.4 Critical accounting judgments and key sources of estimation uncertainty

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

Judgements
In the process of applying the Group’s accounting policies, management has made the following judgments, which
have the most significant effect on the amounts recognised in the consolidated financial statements:

Determining whether unsigned (verbal) agreements meet the definition of contract under IFRS 15:

Certain projects for the Government of Abu Dhabi, its departments or related parties, and for customers in Egypt, are
executed on the basis of verbally agreed terms (including estimates of total project cost and timelines) in line with the
Group’s historical business practice. Management has determined such unsigned verbal agreements meet the
definition of a ‘contract with customer’ under IFRS 15 on the basis of external legal opinions. Based on legal opinions,
management considers such unsigned verbal agreements to meet the definition of a ‘contract with customer’ under
IFRS 15 since the Group and the customer agree upon the essential elements of a contract and any other lawful
conditions, though matters of detail are left to be agreed upon at a later date, and the contract is deemed to be made
and binding even in the absence of agreement on these matter of detail. In addition, under Article 132 of the UAE
Civil code and under the Supreme Administrative Court Ruling in Case no. 134 of 42 Judicial Year dated 22 July 1997
a contract can be oral or written and a contract can also result from acts which demonstrate the presence of mutual
consent between the relevant parties.

Joint arrangement

For assessing joint control, the Group has considered the contractual agreement of sharing of control of an
arrangement, which exists only when decisions about the relevant activities require the unanimous consent of the
parties sharing control. For the purpose of assessing whether a joint arrangement is a joint venture or joint operation,
the Group has considered whether it has joint control on the rights to the net assets of the arrangements, in which case
these are treated as joint ventures, or rights to the assets and obligations for the liabilities relating to the arrangement,
in which case these are treated as joint operations.

The Group has concluded that the Group entity “The Challenge Egyptian Emirates Marine Dredging Company”, is a
joint venture because each party has equal representation on the Board of Directors and unanimous consent of the
Board of Directors is required for any resolution to be passed and the Group has rights to the net assets of the joint
arrangement established by contractual agreement.

Estimates and assumptions

The key estimates and assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are discussed below:

Contract revenue

Revenue from construction contracts is recognised in the interim condensed consolidated statement of profit or loss
when the outcome of the contract can be reliably estimated. The measurement of contract revenue is affected by a
variety of uncertainties (including cost estimation and surveys of work performed) that depend on the outcome of future
events.

12



National Marine Dredging Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2021

2 BASIS OF PREPARATION AND CRITICAL ACCOUNTING JUDGEMENTS continued
2.4 Critical accounting judgments and key sources of estimation uncertainty continued

Estimates and assumptions continued

Contract revenue continued

As stated in note 3 to the interim condensed consolidated financial statements, contract revenue is recognised in the
interim condensed consolidated statement of profit or loss on the basis of stage of completion of the contracts. The
stage of completion can be measured by various methods. The management uses one of the following methods that
measure reliably the actual work performed on the contract, depending on the nature of the contract:

. surveys of work performed; or
. the proportion that costs incurred to date bear to the estimated total costs of the contract.

When the outcome of a contract cannot be estimated reliably, revenue is recognised only to the extent of contract costs
incurred that it is probable will be recoverable. Contract costs are recognised as an expense in the period in which they
are incurred.

The above estimates often need to be revised as events occur and uncertainties are resolved. Therefore, the amount of
contract revenue recognised may increase or decrease from period to period.

COVID-19

On 11 March 2020, the World Health Organization made an assessment that the outbreak of a coronavirus (COVID-
19) can be characterized as a pandemic. In addition, oil prices significantly dropped in January to March 2020 due to
a number of political and economic factors. As a result, businesses have subsequently seen reduced customer traffic
and, where governments mandated, temporary suspension of travel and closure of recreation and public facilities.

To alleviate the negative impact of the COVID-19 pandemic, the UAE Government, Central Bank and other
independent jurisdictions and regulators have taken measures and issued directives to support businesses and the UAE
economy at large, including extensions of deadlines, facilitating continued business through social-distancing and
easing pressure on credit and liquidity in the UAE.

The situation, including the government and public response to the challenges, continues to progress and rapidly evolve.
Therefore, the extent and duration of the impact of these conditions remain uncertain and depend on future
developments that cannot be accurately predicted at this stage, and a reliable estimate of such an impact cannot be
made at the date of approval of these condensed interim consolidated financial statements. Notwithstanding this, these
developments could impact the Group’s future financial results, cash flows and financial position.

Contract variations and claims

Contract variations are recognised as revenues only to the extent that it is probable that they will result in revenue
which can be reliably measured. This requires the exercise of estimating the value of variations based on management's
prior experience, application of contract terms and the relationship with the customers.

Contract claims are recognised as revenue only when management believes that an advanced stage of negotiation has
been reached and the revenue can be estimated with reasonable certainty. Management reviews the judgement related
to these contract claims periodically and adjustments are made in the future periods, if assessments indicate that such
adjustments are appropriate.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2021

2 BASIS OF PREPARATION AND CRITICAL ACCOUNTING JUDGEMENTS continued
2.4 Critical accounting judgments and key sources of estimation uncertainty continued

Estimates and assumptions continued

Provision for expected credit losses on trade receivables

In measuring the expected credit loss allowance for financial assets measured at amortised cost, management uses the
Expected Credit Loss (ECL) model and assumptions about future economic conditions and credit behaviour such as
likelihood of customer defaulting. Management consider the following judgements and estimates:

. Development of ECL model, including formula and choice of inputs;

o Determining the criteria if there has been a significant increase in credit risk and so allowances for financial
assets should be measured on a lifetime ECL basis and the qualitative assessments;

o The segmentation of financial assets when the ECL is assessed on a collective basis; and

. Determination of associations between macroeconomic scenarios and, economic inputs, and their effect on
probability of default (PDs), exposure at default (EADs) and loss given default (LGD); and

) Selection of forward-looking macroeconomic scenarios and their probability weightings, to derive the

economic inputs into ECL models.

The Group recognises lifetime expected credit loss (ECL) for trade and contract assets using the simplified approach
(notes 12 and 13). As of 30 June 2021, the provision for expected credit losses on trade and retention receivables
amounted to AED 18,056 thousand (31 December 2020: AED Nil).

Contract assets

Contract assets represent amounts relating to work performed which is yet to be billed to customers. Contract assets
are measured by applying the minimum recoverable rates expected, to the actual quantities dredged or the related works
performed. Management believes that all contract assets are collectible within twelve months from the reporting date
and accordingly the balance is classified under current assets. Significant judgments are involved in management’s
assessment of the amounts of revenue and contract assets recognised and the recoverability of these amounts. These
judgments are reviewed as events occur and accordingly any changes thereon may have an impact on the amount of
revenue recognised and contract assets in these interim condensed consolidated financial statements.

The Group receives lump sum payments from certain clients in settlement of outstanding invoices and as advances for
several projects. The allocation of proceeds against invoices and contract assets is determined based on management’s
judgment.

As of 30 June 2021, the provision for expected credit losses on contract assets amounted to AED 57,230 thousand (31
December 2020: AED Nil).

Useful life of property, plant and equipment

Management assigns useful lives and residual values to the items of property, plant and equipment based on the
intended use of the assets and the expected economic lives of those assets. Subsequent changes in circumstances such
as technological advances or prospective utilisation of the assets concerned could result in the actual useful lives or
residual values differing from the initial estimates.

The estimated useful life of each asset is reviewed periodically and updated if expectations differ from previous
estimates due to physical wear and tear, technical or commercial obsolescence and other limits on the use of the asset.
The revision is based on the technical assessment carried by the Group’s engineers.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 June 2021

2 BASIS OF PREPARATION AND CRITICAL ACCOUNTING JUDGEMENTS continued
2.4 Critical accounting judgments and key sources of estimation uncertainty continued

Estimates and assumptions continued

Useful life of property, plant and equipment continued

During the period, Management has reviewed the residual values and useful lives of the major items of property, plant
and equipment and changed its estimate with respect to the useful life of certain items of Barges, support vessels, plant,
pipelines and vehicles included in property, plant and equipment, from 5 to 30 years to 8 to 40 years effective 1 January
2021. This change has been accounted for as a change in accounting estimate in accordance with the requirements of
IAS 8 — Accounting Policies, Changes in Accounting Estimates and Errors. Accordingly, the effect of this change has
been recognized prospectively in the interim condensed consolidated statement of profit or loss. The effect of this
change on the actual and expected depreciation expense was as follows:

30June 31 December 31 December 31 December 31 December

2021 2021 2022 2023 2024
AED ‘000 AED ‘000 AED ‘000 AED 000 AED 000
Decrease in depreciation
expense due to change in the useful life of
Barges, support vessels, plant, pipelines 11,802 23,605 23,605 23,605 23,605

and vehicles

Allowance for slow moving and obsolete inventory

The Group reviews the underlying costs, ageing and movements of its inventories to assess losses due to any
deterioration in the market and obsolescence on a regular basis. In determining whether an allowance should be
recorded in profit or loss, the Group makes judgments as to whether there is any observable data indicating that there
is any future market for the product and the net realisable value for such product. Accordingly, management has
determined that allowance for slow-moving and obsolete inventories at 30 June 2021 is AED 48,185 thousand
(31 December 2020: AED 46,417 thousand).

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the higher of value-in-use or fair value less cost
to sale of the cash-generating unit to which the goodwill has been allocated. The value-in-use calculation for goodwill
requires the Group to calculate the net present value of the future cash flows for which certain assumptions are required,
including management’s expectations of:

. long term growth rates in cash flows;
. timing and quantum of future capital expenditure; and
o the selection of discount rates to reflect the risks involved.

Impairment of property, plant and equipment

The Group assesses for indicators of impairment of property, plant and equipment at each reporting period. In
determining whether impairment losses should be recorded, 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.
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2 BASIS OF PREPARATION AND CRITICAL ACCOUNTING JUDGEMENTS continued
2.4 Critical accounting judgments and key sources of estimation uncertainty continued

Estimates and assumptions continued

Uncertain tax positions

Uncertainties exist with respect to the interpretation of complex tax regulations, changes in tax laws, and the amount
and timing of future taxable income. Given the wide range of international business relationships and the long term
nature and complexity of existing contractual agreements, differences may arise between the actual results and
adjustments to tax income and expense already recorded. Deferred tax assets are recognised for all unused tax losses
to the extent that it is probable that taxable profit will be available against which the losses can be utilised. Assessing
the recoverability of deferred income tax assets requires the Group to make significant assumptions related to
expectations of future taxable income. Estimates of future taxable income are based on forecast cash flows from
operations and the application of existing tax laws in each jurisdiction. To the extent that future cash flows and taxable
income differ significantly from estimates, the ability of the Group to realise the net deferred tax assets recorded at
the reporting date could be impacted. As of 30 June 2021, the Group has recognised a balance of AED 5,661 thousand
as a deferred tax asset (31 December 2020: AED Nil). The uncertain tax positions, for example tax disputes, have
been accounted for by the applying the most likely amount. The most likely amount is the single most likely amount
in a range of realistically possible options.

Fair value of assets classified as held for sale

Assets classified as held for sale are measured at the lower of their previous carrying amount and fair value less costs
to sell. Fair value less cost to sell for these assets is generally derived from valuation assessment carried out by a third
party and/or prices agreed with potential buyers less cost. For the asses