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NATIONAL MARINE DREDGING COMPANY PJSC

MANAGEMENT DISCUSSION AND ANALYSIS FOR THE THREE-MONTH PERIOD
ENDED 31 March 2021

This Management Discussion and Analysis (MD&A) should be read in conjunction with the unaudited interim
condensed consolidated financial statements of National Marine Dredging Company PJSC (individually,
“NMDC” and collectively with National Petroleum Construction Company (“NPCC”), the “Group”) as at and for
the three-month period ended 31 Mar 2021.

SUMMARY OF CONSOLIDATED FINANCIAL RESULTS

(AED Millions)
Three-month period ended 31 March
2021 2020* Variance
Revenue 1,168 870 298
Gross loss a7 (78) 61
Net profit (loss) 27 (133) 160

* Comparative period financial results (i.e., 31 March 2020) relates to NPCC only. See notes below.

e On 11 February 2021 (“the Acquisition Date”), the merger between NMDC and NPCC was concluded
after all regulatory approvals. In accordance with IFRS 3 Business Combinations, this merger is
accounted for as a reverse acquisition with NPCC being deemed to be the Accounting Acquirer and
NMDC deemed to be the Accounting Acquiree for accounting purposes. As such:

0] the information presented in the interim condensed consolidated financial statements for
the comparative period are those of NPCC;

(ii) the assets acquired and liabilities assumed of NMDC are reported at their fair values as of
the Acquisition Date;

(i) the financial results for the period ended 31 March 2021 include the NMDC results from the
period from 11 February to 31 March 2021 i.e., revenue of AED 542m and net profit before
tax of AED 60m; and

(iv) NMDC remains the continuing registrant and the reporting entity.

e NMDC net assets at the Acquisition Date were fair valued at AED 1,540m and. the purchase
consideration is determined to be AED 1,490m. Accordingly, a gain of AED 50m is recorded as “Gain
on Bargain Purchase”.
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SUMMARY OF CONSOLIDATED FINANCIAL RESULTS (continued)

e The merger resulted in geographical diversification of Group’s consolidated revenues of AED
1,168m, as shown in the pie chart below of revenue recorded during Q1'2021, by region:
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e The Group reported a gross loss of AED (17)m for Q1’2021 which is attributable to:

= the nature of an Engineering, Procurement and Construction (“EPC”) contracting business.
As a result of the phasing of certain significant projects, major portions of revenue will be
earned for heavy offshore operational works that are scheduled to be completed in Q3'2021;
and

= COVID-19 impact and associated costs.
Accordingly, the loss generated during Q1’2021 is expected to be recovered in Q3.

e Net profit for Q1’21 includes a gain of AED 50m recorded on the merger with NPCC, as explained
above.

CAPITAL EXPENDITURE

During the quarter ended 31 March 2021, the Group has made an investment of AED 19.8m in capital
expenditure which mainly comprises expenses on dry docking/upgrade of dredgers and other support
equipment.

COVID-19 IMPACT AND THE GROUP’S RESPONSE

COVID-19 imposed a number of challenges on the organization spanning across operational and commercial
affairs. The spread of the pandemic and the resulting safety and financial precautions to contain its impact,
forced us to deal with a situation in which maintaining safety, positive cash flows and continuity of operations
at current projects became conflicting in nature. Mobilization of both technical and human resources became
extremely difficult, honoring project execution timelines became very challenging and our pipeline of new
projects diminished.
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COVID-19 IMPACT AND THE GROUP’S RESPONSE (continued)

To mitigate the impact of this pandemic, management took various strategic and tactical measures. These
included the application of health and safety precautionary measures across all businesses and project sites,
allocation for funds for COVID-19 related expenses, reassessing operational protocols for additional health
and safety proofing, introduction of new processes, equipment and workflows to enhance efficiency,
developing a new deployment and utilization scheme for the offshore fleet, crafting of new project plans to
comply with client guidelines and safety requirements, accelerating the digital transformation program to allow
for more flexibility and easier deployment of resources, and working out a new financial strategy to maintain
healthy levels of liquidity and cash flow through savings and contracts optimization.

AUDITOR’S REVIEW CONCLUSION

We are pleased to inform you that the qualification and emphasis of matter paragraphs reflected in the prior
period / year end Auditors’ reports on NMDC'’s financial statements are no longer appearing in the Auditors’
review report for Q1°2021.

For and on behalf of
National Marine Dredging Company

About National Marine Dredging Company Group:

The Group is a leading contractor in the field of Engineering, Procurement and Construction (EPC), Dredging
and Marine Civil Construction. The Group delivers a range of services including the construction of oil and gas
and port infrastructure, land reclamation, coastal defense and deepening and maintenance of waterways. The
Group owns and operates a modern fleet of dredgers supported by a wide range of auxiliary equipment
including tugs, workboats, barges and survey vessels. The Group employs 16,069 professionals.

For more information, please visit www.nmdc.com, or contact:

Khaled Shalati
Investor Relations Officer

ir@nmdc.ae
+971 (0) 2 513 0000
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