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Arabtec 2009 Annual Filing

Highlights

Arabtec filed its 2009 annual reports yesterday afternoon local time. While headline
numbers fell below expectations, a closer look at the annual report reveals a few
interesting trends.

2009 net income fell to AED 494.5 million compared to AED 958.0 million last year.
The company took a AED 293 million provision against past due receivables in 2009.

The good news for investors is that Arabtec’s consolidated gross margins improved
200 basis points to reach 17.3% for the year compared to 15.3% last year.

Segmented data shows that “Construction Contract” gross margin improved 410
basis points to 17.3% up from last year’s 13.2%. It is interesting to note that the
improvement came despite a 20% decline in construction revenues. This implies a
structural change to the business or mix shift change towards high margin
infrastructure contracts. At this point it is too soon to determine how this was
achieved but we suspect it came from a growth in infrastructure contracts.

Selling, General and Administrative expenses (SG&A) jumped to 10.2% of revenue
from last year’s 6.0%. However this increase was related to the AED 293 million
provision previously highlighted. Excluding the provision SG&A would have been
6.4%.

The company’s trade and other receivables account remained almost flat at AED 4.7
billion for 2009 compared to 4.9 billion in 2008. Further disclosure shows that total
past due receivables increased to AED 2.5 billion compared to AED 380 million in
2008. Days sales outstanding (DSOs) was 222 days in 2009 compared to 187 days
in 2008.

Trade and other payables ended the year at AED 4.8 billion compared to AED 5.7
billion last year. Days payable outstanding (DPOs) was 280 days in 2009 compared
to 254 days in 2008.

What is next?

Given the uncertainty surrounding the company’s trade receivable balance, the
economic case for issuing a convertible bond to Aabar Investments appears to be
an attractive proposition.

If 25% of the past due balance becomes permanently impaired the company would
be left with a receivable to payable short fall of AED 800 million.

Strengthening the balance sheet at this stage should be a top priority for the
company.

As disclosed by the company, Aabar has requested additional time to carry out due
diligence on the business prior to making an investment in the business. AED 6.4
billion is a substantial amount and if the deal is finalized, both companies will benefit.

Aabar has a good track record with its investments. Using Daimler as an example,
Aabar became its largest shareholder around multi-year lows and the stock has
since doubled.

We think dilution concerns are very valid, however given the deteriorating receivable
quality seen this year, the alternative scenario might not be as attractive.
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Stock Data

Price (as of March 2, 2010) 2.1
(AED)

Target Price (AED) N/A
Upside / Downside N/A
Market Cap (AED mn) 2,511.6
Market Cap (USD mn) 683.9
Number of Shares (mn) 1,196.0
52 WK Av. value traded (AED 105.0
mn)

Reuters / Bloomberg ARTC.DU / ARTC UH
Exchange Rate (AED/ USD) 3.7
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Disclaimer

The information provided herein is for informational purposes only for and is not intended as an offer or
solicitation with respect to the purchase or sale of security, nor a recommendation to participate in any
particular investment strategy.

Rasmala Investment Bank Limited (“Rasmala”) has conducted reasonable research to arrive at the fair value
estimates for the company(ies) or stocks mentioned in this report. Although the information in this report
has been obtained from public sources that Rasmala believes to be reliable, we do not guarantee its
accuracy, and such information may be condensed or incomplete.

The information provided herein is for informational purposes only and is not intended as an offer or
solicitation with respect to the purchase or sale of securities, nor as a recommendation to participate in any
particular investment strategy.

Readers should understand that financial projections, fair value estimates and statements regarding future
prospects may not be realized. All opinions and estimates included in this report constitute our judgment
as of this date and are subject to change without notice.

The report may also include analysis and views expressed by our research team. While reasonable care
has been taken to ensure that the information contained herein is correct and not misleading, no
representation is made as to the accuracy or completeness of this report and, as a result, no reliance
should be placed on it and no liability is accepted for any direct, consequential or other loss arising from
any use of this report or its contents.

Rasmala is not registered with the U.S. Securities and Exchange Commission, or any U.S. state authority,
as a broker-dealer or investment advisor. This report has not been approved, disapproved or
recommended by the U.S. Securities and Exchange Commission, any state securities commission in the
United States, the securities commission of any non-U.S. jurisdiction or any other U.S. or non-U.S.
regulatory authority. None of these authorities has passed on or endorsed the merits or the accuracy or
adequacy of this report.

Rasmala does and may seek to do business with companies covered in its reports. As a result, users
should be aware that the firm may have a conflict of interest that could affect the objectivity of this report.
Investors should consider this report as only a single factor in making their investment decision.

Rasmala, its group entities, and their respective employees, directors and officers shall not be responsible
or liable for liabilities, damages, losses, claims, causes of action, or proceedings (including without
limitation indirect, consequential, special, incidental, or punitive damages) arising out of or connection with
the use of this report or any errors or omissions in its content.
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