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Preface 05

Tabreed has continued to 'geliver success in 2008 by.focusing on maintaining
delivery in three core arecas, which provide the pillars upon which the business
has been built; ulilizing partnerships with k'ey infrastructure investment entities in
the region, offering stable and consistent returns on'copitol investments and
taking a long-term, sustainable approach, bothin environmental and
economic terms.

The key role that district cooling plays in the long-term infrastructure investment
being undertaken in Abu Dhabi and the UAE as well os across the broader
Middle East region means we offer a fransparent, stable and consistent
investment proposition. This is framed within a commitment 1o energy efficiency
and environmenia! sustainability, which will be an important factor as the
Middle East region mainiains its rapid rate of growth, despite the current
economic turbulence.

Tabreed’s experenced and dedicated management ieam has an unmatched
track record, and os g pioneering regional utility company we are well placed
to continue our growth and deliver on the Board’s vision, to the benefit of all the
company's stakeholders and partners.



MANES

Message

"Despite the growing global economic furmall, we are pleased that Tabreed was able o deliver on the

expectations of our customers and shareholders in 2008. We have been able 10 provide effective and efficient

district cooling sofutions fo a range of government and corporate pariners whilst maintaining our track record of

significantly improved year-on-year financial resutts. Whilst 2009 will be an extrernely trving year for the

company, your Boord of Directors hos the siralegy in ploce to buiid on these established foundations for 2009

and beyond.”

Reflecting on the company's achievements in
2008, as your Chairman | am pleased to say that
despite a deterioraling economic climafe and
diminishing access o capital around the world,
Tabread was abie 10 deliver on our stakeholders’
expectations. To the shareholders who deserve
predictable financial returns, to communities that
require year-round cocling solutfions. and fo
governments and corporate partners that need
on-time and on-budget infrastruciurg, there is no
doubt that Tabreed once again delivered in
2008.

Continued Success in 2008

We are pleased to report gnother strong year for
Tabreed, demenstrating the benefits of the utifity
company which focuses on generating
predictable revenue streams from its district
cooling assets.

Highlights of our achievementis in 2008 include:

* Strong performance across all four core
businesses of Services, Chiled Water Contract-
ing and Manufacturing

« 2008 Revenues increased by 30% to
AED 735 million (2007 AED 565 miflion)

« Gross Profit in 2008 rose by 26% fo
AED 312 million {2007 AED 253 million)

* Profit for the period rose by 8 % in 2008 to
AED 109 million, despife cne-off non-cash
finance costs relating to accounting
adjustments {2007: AED 101 million)

+ 2 new cooling piants came online in 2008,
bringing the total installed cooling capacity to
342,100 tonnes and plants in operation to 32 in
UAE

* 14 cooling plants were under construction in
2008 in UAE, and are expecied to come online
in 2009 adding a further 158,900 fonnes of
cooling capacity
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Khadem Abbdulla Al Qubaisi
Chairman

What the Future Holds For Tabreed

The consensus is that 2009 will be an exiremetly difficult year for business. The
continuing economic furmaoil that is constricting access 1o credit and stagnating
both industry and consumer demand means that only the businesses with a
sound business foundation will survive. For Tabreed in particular, the global
turmail means that we face an environment where clients are delaying projects,
they are revising payment schedules, and they are reducing the scope of our
projects for them.

The fact that Tabreed's business is founded on a utility business model means
that while we expect 2009 to be an exiremely irying year for the company, the
focus on delivering stable returns will enable Tabreed to weather the current
turbulent econormic times over the long-term.

Changes announced to our business strategy in September of 2008 and the
appointment in 2009 of Board Member Khaled Al Qubaisi as Managing Director
to strengthen and support the execulive management feam mean that
Tabreed is well placed o survive the global economic furmaoil.

These economic pressures are fell mest-strongest in the vanishing sources of
capitai for Tabreed; capital that is vital fo the financing of our projects. The
priotity for Tabreed is on preserving existing sources of capital in order to
continue to fund and deliver on our project commitments. This means
concentrating on safeguarding all our sources of capital and using that capital
only when absolutely necessary.

However, despite the near-term downward pressures on our business our focus
remcins on cagitalizing on the growth in the region cver the long-term.
Ultimately, aur priority is on building shareholder value by realizing the potential
from the infrastructure growth opportunity of the Middle East region, framed
within an environmentally sustainable approach.

We thank alt of our shareholders for their continued support.
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Since our foundation nearly a decade ago, the evolution of the utility company business model adherad to by
Tabreed has guided us through much change in the district cooling industry. Our goals and objectives are built
from three key sirategic pillars; to deliver stable and consistent returns for our shareholders, fo mainfain our role
as o key infrastructure partner to our customers, and to pursue a financial and envircnmentally sustainable
business model, Our strong frack record of growth and expansion is a product of adhering to our clearly
defined vision, mission and values.

Vision

To maintain our position as the pariner of cheice for key infrastructure projects in Abu Dhabi and the whole
region

» District Cooling pioneer and industry leader

« Innovation, Commitment, Delivery, Sustainability

Experienced leadership feam, established strategic portnerships, empowered employee base

Mission
To create sustainable value growth through customer-focused cooling solutions that are energy efficient and
environmentally beneficial
= Enhance profitability and maximize shareholder value
+ Continue to improve efficiencies, fo further displace electricity demand and reduce CO2
emissions
* Progress the evolution of the corporate strategy to allow the Company to focus on core strengths
and improve return on investments for shareholders

Value creation for all our stakeholders, regional infrastructure invesfment supporf



2009*

2008

2007

2006

2005

342,100

286,800

SR 221,100

Instailed Capacity / Refrigerating Ton

* Projected

Values

To continue to live up fo our commitments and

conguct our operations based on the highesi set,

of principles:

+ Commitment fo shareholders, customers,
employees, community and our environment

« Integrity, highest standards of safety
performance

Stable growth framed within an environmentally
sustainable approach

Strategy

* Maintain ¢ utility company business model that
offers long-term, stable and consistent returns
on investments for shareholders

« Consolidate our position as partner of choice
for governments and corporate enfities in the
region

+ Capitalize on our established regicnal
presence, strong reputation for delivery and
picneering operational offeting

+ Exceed customers' expectations by delivering
high quaiity, energy and cost efficient products
and services on budget and on time.

Report of the Board 0%
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Message

"In 2008 we maintained our frack record of consistent growih and put in place an evolved business structure

and strategy that will enable Tabreed to deliver stable ond susfainable expansion over the coming yeaors,

whatever the brooder economic climate, based on our ulility company business model.”

Our evolving business strategy has allowed
Tabreed t¢ defiver strong earnings growth and
shareholder returns over the past decade, and
this continued in 2008, enabling us to once again
announce our sfrongest financial results to date.

An evolving strategy to maximize returns
and minimize risk

Tabreed recently announced the
impiementation of an innovative new business
strateqgy, which retains the fundamental ufility
company business model whilst partially
reorganizing its management team and making
changes 1o its corporate structure. As part of this
process | took on the role of CEO, previously
acting as Deputy CEC and having been with
Tabreed since ifs incepfion.

A key part of this process was also o revise the
corporate structure and implement a plan fo
allow Tabreed to focus on ifs core strengths of
developing, operafing and mainiaining district
cooling assefs whilst enabling Tabreed to reduce
long term debt, reduce the reliance on
shareholder equity to raise capital and increase
the return on equity going forward.

Stability and Sustainability

This evolving strategy will allow Tabreed to
continue fo build ¢ sustainable and stable
business, and mainfain ifs frack record of growth
despite the recent economic turmaoil. The utiiity
company business model means that despite the
fact that our projects are inifially capital intensive
they provide sustainable retums through
guaranteed cash fiow from long-term contracts
with our customers.

We have already built, and now operate and
maintain, 34 district cooling plants in the region,
with a further 19 under construction across the
Middle East. As a leader in the district cooling
industry, with an established history of picneering
innovative cooling solutions for cur partners and
customers, we are well placed fo continue fo
grow at a consistent rate.

Included in the 19 plants currently under
consfruciion were seme significant agreements
signed during the course of the 2008 financial
year, including projects for Abu Dhabi’s ADNEC
and Sorouh Real Estate.
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Kart Marietta
CEOQO

We also completed construction, and commenced operations of a number of
plants which will make a long-term confribution to Tabreed's ongoing financic!
success, such as our Khalifa City scheme - our largest plant ever designed for ¢
50.000 tonne cooling load and our Spinneys plant in Abu Dhabi at a 10,000
tonne cocling load. We will be even more aclive in 2009, with 12 new plants
due fo be completed, including major projects for the Dubai Metro system, the
UAE Armed Forces, Yas Island and Raha Beach developments.

Long-Term Returns

The strong foundations we have esfablished over the lost ten years and the
pillars upon which the business has been buili mean we are confident of
confinuing to offer returns for shareholders over the next fen years and beyond.
Across the UAE we are strongly positioned 1o benefit from the extensive
infrastructure investment that continues to be undertaken. In particular, in Abu
Dhabi the government has publicly siated its intfention to develop public policy
in the area of ‘infrastruciure development and environmental sustainability’ as
part of 'Plan Abu Dhabi 2030°, a strategy which completely aligns with
Tabreed's mission and values and offers the significant polential upside for the
business over the coming years.

Other countries across the region are also investing heavily in infrastructure and
the international partnerships and dlliances we have established are already
beginning to pay dividends. In conclusion, the outlook for Tabreed is an exciting
one, and your management team s committed to ensuring the long-term
support and investment from shareholders translates into a future of continued
consistent, stable and sustainable refums.
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Financial Resulls Comments

In 2008 Tabreed delivered ifs strongest financial results to date, maintaining its record of consistently increasing
revenues and gross profit every year since its first financial results in 1999,

Revenues and gross profit rose by 30% and 26% respectively, whilst profit for the pericd also rose despite a
non-cash financial cost attributable to o derivative lability arising from the manditory convertible bond. This
represents a strong performance in the current economic environment, and illusirates the stability offered by
Tabreed’s ufility company business model which generaies long-term reiums from the upfrond investmeni.

2008 735

2007

Total Revenues / AED Millions

008

319

2007

253

Gross Profit / AED Millions

2008 - S 7077

2007 4,508

Total Assels / AED Millions




Despite our need to preserve capifal during the current economic furmaoil,
Tabreed remains in a solid financial paosition a3 it moves into the next growth
phase.

While the accompanying detailed financial results and notes explain our
sirengest year to date, it is necessary to make a number of clarifications for
disclosure purposes. Across the Middle East, Tabreed currenily owns a
percentage of seven subsidiaries, and whoily-owns seven subsidiaries (see Note
8). The company alse has investments in five associated companies in the
region [see Note 11) and one joint-venture (see Note 12). Tabreed's property
heidings are limited only to provide the necessary real estaie for ifs plants (see
note 10), and its investment holdings are limited to one investment in ¢ listed
equity and one invesiment in a managed fund (see Note 17.1]. Tabreed

issued a mandatory convertible bond in 2008 {see Note 26}.

Financicl Results
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS O
NATIONAL CENTRAL COOLING COMPANY PJSC

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of National Central Cooling
Company PJSC {the "Company”} and its subsidiaries, which comprise the consolidated balance sheet as at
31 December 2008 and the consolidaied income statement, consolidated statement of changes in equity
and consolidated cash flow statement for the year then ended, and a summary of significant accounting
policies and other explanatory notes.

Management's Responsibility for the Consolidated Financial Stafements

Management is responsible for the preparation and fair presentation of these consolidated financict
statements in accordance with International Financial Reporting Standards and the applicable provisions of
the articles of asseciation of the Company and the UAE Commercial Companies Law of 1984 (as amended),
This responsibility includes: designing, implementing and maintfaining internal control relevant to the
preparation and fair preseniation of consolidated financial statements that are free from maierial
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;

and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Qur responsibility is to express an opinicn on these consclidated financial statements based on our audit. We
conducted our audif in accordance with International Standards on Auditing. Those standards require that
we comply with ethicdl requirements and plan and perform the audit to obiain reasonable assurance
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors' judgement, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the consolidated financicl statements in order to design audit procedures
that are apprepriate for the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit alse includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management,

as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and oppropriate to provide a basis for our
audit opinion.

Qpinion

I our opinion, the consolidated financial statements present fairly, in all material respects. the financial
nosition of the Company and its subsidiaries as of 31 December 2008 and their inancial performance and their
cash flows for the year then ended in accordance with International Financial Repoerting Standards.




Report on Other Legal and Regulatory Requirements

We alsc confirm that, in our opinion, the consclidated financial statfements
include, in all material respects, the applicable requirements of the UAE
Commercial Companies Law of 1984 (as amended) and the articles of
asscciation of the Company; proper books of account have been kept by the
Company; an inventory was duly carried out and the contents of the report of
the Board of Directors relating 1o these consclidated financial statements are
consistent with the books of account. We have ebifained all the informafion
ond explanations which we required for the purpose of our audit and, to the
best of our knowledge and belief, no viclations of the UAE Commercial
Companies taw of 1984 {as amended] or of the arficles of association of the
Company have occurred during the year which would have had a material
effect on the business of the Company or on ifs financial position.

E FRNST & YOUNG

Signed by

Mohammad Mobin Khan
Partner

Ernst & Young
Registration No, 532

22 February 2009
Abu Dhabi

Financial Results 15




Nationgl Central Cooling Company PJSC

CONSOLIDATED INCOME STATEMENT

Yaar ended 31 December 2008

2008 2007
Notes AED '000 AED 000
Revenue 3 734,801 564,835
Operating costs {415,709) {312,063}
GROSS PROFIT 319,092 232,772
Administrative and other expenses (145,562) (116,537)
Fincnce costs 4 {81,037) {68,697]
Finance income 5 23,747 2,544
Cther income 3,727 2,644
Changes in fair value of derivative liability 26 (12,200) -
Changes in fair value and loss on sale of investments
carried at fair value through income statement, net {15,122} 9,358
Share cf results of associates 11 16,901 12,077
PROFIT FOR THE YEAR 6 109,546 101,143
Attributable to:
Equity holders of the parent 72,958 71,907
Minaority interests 36,588 29.256
109.546 101,143
Basic and diluted earnings per share atiributable to
ordinary equity holders of the parent {(AED) 7 0.04 Q.06

The attached nofes 1 to 36 form part of these consolidated financiol statements,
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CONSOLIDATED BALANCE SHEET

At 31 December 2008

2008 2007
Notes AED ‘000 AED ‘000
ASSETS
Non-current assets
Capital work in progress ? 2,764,733 1,123,746
Property, plant and equipment 10 2,626,587 2.018,188
Investments in associctes 11 243,232 193,650
Available for sale investments 17 58,973 8,487
Intangiole assets 13 38,542 38,344
Logan to an gssociate 15 42,029 42,029

5774114 3,424,484

Current assets

Inventories 77,338 34,306
Trade and other receivables 16 44%,279 314,877
Financial assels camied af fair vaiue threugh income statement 17 58,840 117,390
Contract work in progress 18 207,543 172,031
Prepayments 8,787 7.774
Bank balances and cash 19 701,959 430,262
1,503,766 1,083,740
TOTAL ASSETS 7,277,882 4,508,224

EQUITY AND LIABILITIES
Equity atiributable to equity holders of the parent

Share capital 20 1,213,380 1,134,000
Treqasury shares 21 (10.050) {10,050)
Statutory reserve 22 47,433 36,478
Refained eamings 72,733 10,730
Cumulative changes in fair value of derivatives and available for

sale investments 22 (112,189) (8.509)
Convertible bond ~ equity component 26 1,301,679 -
Reserve for proposed bonus issue 23 - 79,380
Foreign currency fransiation reserve {664) (145)

2,512,322 1,241,884

Minority interests 161,766 132,971
Total equity 2,674,088 1,374,855
Nonr-current liabiities
Accounts payabie and accruals 29 55172 77,444
Interest bearing loans and borrowings 24 185,465 1,092,742
Islamic financing arrangements 25 1,669,209 1,099,847
Obligations under finance lease 27 41,272 44,246
Cenvertible bond - ligkility component 26 256,597 -
Employees' end of service benefits 28 17,254 11,267

2,224,969 2,325,546
Current liabilities

Bark overdraft 19 233,326 61,626
Accounts payable and accruals 29 1,458,051 672,704
Interest bearing loans and borrowings 24 158,045 57,595
Islamic financing arangements 25 403,576 8,334
Convertible bond - liability component 26 118,463 --
Obligations under finance lease 27 7.364 7.364
2,378,825 807.823
Total liabilities 4,603,794 3.133,36%
TOTAL EQUITY AND LIABILITIES 7,277,882 4,508,224
Khadem Abdulla Al Qubaisi : Karl Marietta
CHAIRMAN CHIEF EXECUTIVE QFFICER

The attached notes 1 1o 36 form part of these cansolidated financiail statements.



National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2008

Attributable to equity holders of the parent

Curmuiative
changesin
far veiue of
dervalives Converfible Reserve Foreign
ond avaiatie bond- for  cumency
Share Tregsury  Slatutory  Relaired for scike equity proposed  translafion Mincrity Total
copital shares feserve  eamings iwestments  component  bonusissue reserve Total inferests equity
Noles AED'000 AED'00C  AED'O00 AED'00)  AED'00 AED'00C  AED'000  AED'000  AED'O00  AED'000  AED 000
Balance at 1 January 2007 1,050,000 (10,050} 27,303 27,378 9,500 - 84,000 (374) 1187757 121,938 1.309.4%95
Net movement in fair value of cash flow hedges 22 - - - - 124,616 - - — (24,616} - (24,616}
Net movement in fair value of available for sale invesiments 22 - - - - 6607 - - - 6,607 6,607
Exchange difference arising on translafion of
foreign currency operations - - - - - - - 229 229 - 229
Totalincome and (expense] for the year
recognised directly in equity - - - - {18,009) - - 229 (17.780) - (17.780)
Profif for the vear - - - 71507 - - - - 71,907 29,256 101,163
Total income and {expense] for the year - - - 71,907 (18,00%} - - 229 54127 29,256 83,383
Bonus shares issued 84,000 - - - - - {84,000} - - - -
Transfer to statutory reserve - - 9,175 {9.175) - - - - - - -
Dividends paid to minority interest shareholders - - - - - - - - - {18.223) {18,223)
Proposed bonus issue 23 - - - {79.380) - - 79.380 - - - -
Balance af 31 December 2007 1,134,000 {10,050} 36.478 10730 {8.509) - 79,380 {145) 1,241,684 132971 1.374855
Balance at 1 January 2008 1,134,000 {10,050 36478 10,730 (8.509) - 79.380 {145) 1,241,884 132,971 1,374855
Net movement in fair value of cash flow hedges 22 - - - - (84,340} - - - 184,360) - (84,360
Net movement in fair value of availlable for sale investments 22 - - - - (19,320 ~ - - {19.320) - (19.320)
Exchange difference arising on franslation of
foreign currency cperations - - - - - - - {519) (519} - (519}
Total expense for the vear
recognised directly in equity - - - - {103.480) - - (519} (104199} - {104,199
Profit for the vear - - - 72958 - - - - 72958 34,588 109,546
Total income and (expense) for the year - - - 72958 (103,680 - - (519)  {31.241) 34,588 5,347
Bonus shares issued 79,380 - - - - - {79.380) - - - -
Transfer to statutory reserve - - 10,955 (10,955 - - - - - - -
Dividends paid tc minorty interest shareholders - - - - - - - - . {21,258) {21,258}
Share copital injection by minority interest sharenolders of subsidicries - - - - - - - -~ - 29.414 29.414
Acquisition of minority interest - - - - - - - - - 115,94%) (15.949)
Convertible bond - equity component 26 - - - - - 1,301,679 - - 1.301.679 - 1.301.679
Balance at 31 December 2008 1,213,380 (10.050) 47,433 72,733 (112189) 1,301,679 - (664) 2,512,322 161,766 2674088

The attached notes 1 10 36 form part of these consclidated financial statements.



National Ceniral Cooling Company PJSC Financial Results 19

CONSOLIDATED CASH FLOW STATEMENT
Year ended 31 December 2008

2008 2007
Notes AED ‘000 AED '000

OPERATING ACTIVITIES
Profit for the year 109.546 101,163

Non-cash adjustmenis 1o reconcile profit for the year
fo net cash flows:

Depreciation of property, plant and equipment 10 62,121 43,480
Amortisation of frademarks 13 3 3
Net movement in employees’ end of service benefits 28 5,987 3,042
Share of results of associates (13,009) {9.574)
Finance income 5 (23,747) {2.544)
Finance costs 4 81,037 68,697
Loss on disposal of financial assets cared of fair value through
income staternent 50 --
Changes in fair value relating io financict assefs caried ot
fair value through income statement 15,062 (%.358)
Changes in fair value of derivative liability 24 12,200 -
Gain on disposal of property, plant and equipment (101) -
249,159 187,909

Working capital adjiustmenits:

Inventories {43.032) (7.071)
Trade and other receivables and prepaymenis (135,315) 59,427
Contract work in progress (28,532} (67.084)
Accounts payable and accruals 263,500 135,700
Net cash from operations 305,780 308.881
Inferest paid {113,549} {132,539)
Net cash flows from operating activities 192,231 176,342

INVESTING ACTIVITIES

Purchase of property, plant and equipment 10 (83.857) (22,831)
Proceeds from sale of property, plant and eguipment 133 501,803
Investments in associates 11 (55,933) (74,676)
Purchase of infangible assets 13 (221) (13}
Proceeds on disposal of inancial assets carried at fair value

through income statement 43,428 -
Additions toc capital work in progress (1.745,224) (926,258)
Purchase of available for sale invesiments (6%.808) -
Loan to an associate 15 - (42,029)
Investment in bank deposifs 19 {224,788) --
Acquisition of minority inferest {15,949) -
Interast received 5 23,747 9.544
Net cash flows used in invesling aclivilies {2,130,472) {554.460}

The afttached notes 1 to 34 form part of these consolidated financial stalements.



National Central Cooling Company PJSC
CONSOLIDATED CASH FLOW STATEMENT continued

Year ended 31 December 2008

2008 2007
Notes AED '000 AED *C00

FINANCING ACTIVITIES

Share capitat injection by minority interest sharehoiders of subsidiary 29.414 --
Dividends paid to minority interests (21,258) (18,223}
Interest bearing loans and borrowings received 228,844 463,763
interest bearing loans and borowings repaid {1,045,981) (44,262}
Payment for obligations under finance lease {2,974) (2,706)
Islamic financing arrangement repaid (20,969) (238,006)
Islamic financing arrangement received 1,000,000 -
Proceeds from issue of convertible bond 1,656,146 --
Transaction costs on Islamic financing arrangement (11,772) --
Net cash flows from financing activities 1,811,450 160,564
NET DECREASE IN CASH AND CASH EQUIVALENTS {126,791) (217.552)
Cash and cash equivalents at 1 January 368,636 586,188
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 19 241,845 368,634

Significant non-cash transactions, which have been excluded from the
consolidated cash flow statement are as follows:

Fair value adjustment for derivatives of associates (19.400) --
Adjustment of profit resulling from transactions with associaies 3,892 2,503
Accounts payable and accruals - fair vaiue adjustment for derivatives (464,960) {24,616}
Transfer from capital work in progress to property, plant and equipment 586,695 756,809
Bonus share issue 79,380 84,000
Movement in foreign currency fransiaiion reserve {519) 229
Unrealised [loss) gain on availakble for sale investment {19,320) 6,607
Inferest poyable 30,504 43,400
Accretion expense on convertible bond — capital work in progress 6,743 -
Ameortisation of fransaction cost on convertible bond - capital work in progress 1,650 -~
Depreciation allccated to capital work in progress -- (314)
Contractor payable and accrual — capital work in progress 421,000 51,340
Finance cost on interest bearing loans and borrowings and Islamic financing

arrangements — capital work in progress 53,063 72,100
Amortisation of prepaid finance costs (7.655) (10,419)

The attached notes 1 fo 36 form part of these consclidated financial statements,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

T ACTIVITIES

National Central Cooling Company PJSC {*Tabreed™ or the "Company”) is registered in the United Arab
Emirates as a Public Joint Stock Company pursuant to the UAE Commercial Companies Law No. 8 of 1984 [as
amended) and is listed on the Dubai Financial Market. The principal objectives of the Company are to
construct, own, assemble, instali, operate and maintain cooling and conditioning systems. in addition, the
Company’s objectives include to distribute and sell chilled water for use in district cooling fechnologies.

The Company’s registered office is located aif P O Box 32444, Dubai, United Arab Emirates.

The consclidated financial statements were authorised for issue in accordance with a resolution of the Board
of Directors on February 22, 2009

2.1 BASIS OF PREPARATION

The consolidated financial statements are prepared under the historical cost convention modified to include
the measurement at {air value of derivative financial instruments, share-based payments, financial assets
caried at fair value through income stafement and available for sale investments. The consolidated financici
statements have been presented in United Arab Emirates Dirhams (AED) which is the funcilional currency of
the Company. All values are rounded to the nearest thousand (AED 000} except when otherwise indicated.

Statement of complicnce

The consolidated financial staterments of the Company and all its subsidiaries {the “Group”) have been
prepared in accordance with internaticnal Financial Reporting Sfandards and applicable requirements of the
UAE Commercial Companies Law of 1984 (as amended,.

Basis of consolidation

The consclidated financial statements incorporate the financial statements of Tabreed and ifs subsidiarfes as
at 31 December each year. The financial statemenis of subsidiaries are prepared for the same reporiing year
as the parent company, using consistent accounting policies. All inter-company balances, income and
expenses and unrealized gains and losses have been efminated on consolidation.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Company obtains
conircl, and continue to be consolidated until the date that such control ceases.

Minority interests principally represent the interest in subsidiaries not held by the Company and are presented
separately in the consolidated income statement and within equity in the consolidated balance sheet,
separately from parent shareholders' equity. Acquisitions of minority interests are accounted for using the
parent entity extension method, whereby the difference between the consideration and the net book value
of the share of the net assets acquired is recognised in goodwill.

2.2 FUNDAMENTAL ACCOUNTING CONCEPT

At 31 December 2008, the Company's current liabilities exceeded its current assets by AED 875.1 million {2007:
current assets exceeded cumrent liabilities by AED 275.92 milllion). The financial statements have been prepared
on a going concern basis as management of the Company supported by the Board of Directors have
expressed confidence in generating funds through working capital and/or restructuring its current bank
facilities to enable the Company to meet its liabilities as they fall due in the foreseeable future. Subseguent to
the year end, the Company has commenced discussions with varicus financial institutions for the purpose of
securing additional and / or restructuring existing loans and borrowings (note 34).
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2.3 CHANGES iN ACCOUNTING POLICIES AND DISCLOSURES
The cccounting policies adopted are consistent with those of the previous financial year except as follows:
The Group has adopted the following new and amended IFRS and IFRIC interpretations as at 1 January 2008.

Adopfiion of these revised interprefations did not have any effect on the financial performance or position of
the Group.

* IFRIC 12 Service Concession Arrangementis

« IFRIC11IFRS 2 Group and Treasury Share Transactions

* |AS 39 {Amended) Financial Instruments: Recognifion and Measurement
* [FRS 7 (Amended) Financial Instruments: Disclosures

2.4 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The pregaration of the Group's consolidated financial statements requires management o make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and licbilities, and
the disclosure of confingent liabilities, at the reporting dafe. However, unceriainty about these assumptions
and esfimates could result in outcomes that could require a material adjustment to the carying amount of the
asset or liakility affected in the future.

Judgmenis

In the process of applying the Group's accounting policies, management has made the following judgments,
apart from those involving estimations, which have the most significant effect on the amounts recognised in
the consolidated financial statements:

Classification of investments
Financial assets within the scope of IAS 32 are classified as financial assets af fair value through income
statement, loans, or available for sale financial assets, as appropricte.

The Group determines the classification of its inancial assets after initial recognition and, where allowed and
appropriaie, re-evaiuates this designation at each financial year end.

The Group freats available for sale investments as impaired when there has been a significant or prolonged
decline in the fair vaiue below its cost or where other objective evidence of impairment exists. The determina-
tion of what is "significant” or “profonged” requires judgement for which management fakes info consider-
ation, amongst other factors, share price volatility and the underlying asset base of the investee companies.
The Company has no impairment loss on available for sale investments for the yvear ended 31 December 2008
(2007: nil).

{FRIC 4 Determining whether an Arrongement contains o Lease

Management determines whether an arrangement is, or confains, a lease based on the substance of the
arrangement ai inceplion date of whether the fulflment of the arangement is dependent on the use of a
specific asset or assels or the arrangement conveys d right 1o use the asset.
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2.4 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS ceontinued

Estimates and assumptions

The key assumpiions concerning the future and other key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a material adjustment o the carrying amounts of assets and
licbilities within the next financial year are discussed below:

Useful lives of property, plant and equipment

The Company’s management determines the estimated useful lives of its property, plant and equipment for
caiculating depreciation. This estimate is determined affer considering the expected usage of the asset or
physical wear and tear. Management reviews the residual value and useful lives annually and the future
depreciation charge would be adjusted where management believes that the useful lives differ from previous
estimates.

impairment of non-financial assetfs

The Group assesses wheiher there are any indicators of impairment for all non-financicl assets at each report-
ing date. Goodwill is fested for impairment annually. fmpairment testing requires an estimation cf the value in
use of the cash generating units. Estimating the value in use also requires the Company o make an estimate
of the expected future cash flows for any partially connected plants where the full capacity of the related
plant is not contracted for and also choose ¢ suitable discount rate in order to calculate the present value of
the cash flows. The net carrying amount of progerty, plant and equipment at 31 December 2008 was AED
2,626.6 million {2007; AED 2,018.1 milion) and goodwill at 31 December 2008 was AED 38.5 miflion {2007: AED
38.3 million) respectively. No impairment provision was recognised during the year ended 31 December 2008
(2007: AED nil}.

Recognition of convertible bond liability

Convertible bond liability is recorded ot present value of future interest payments discounted ct the estimated
market interest rate for an equivalent non-convertible bond invelving similar risk characteristics as of the bond.
At each balance sheet date the convertible liability is adjusted for unwinding of discount resulfing in an
accretion expense, charged to capital work in progress.

impairment of accounts receivable

An estimate of the collectible amount of frade accounts receivable is made when collection of the full
amount is no longer probable. For individuaily significant amounts, this estimation is performed on an
individual basis. Amounts which are not individually significant, but which are past due, are assessed collec-
fively and a provision applied according o the length of time past due, based on historical recovery rates.

At the balance sheet date, gross irade accounts receivable were AED 362.7 miillion (2007: AED 238.2 million),
and the provision for doubtful debts was AED 5.2 million {2007: AED 3.8 million). Any difference between the
amounts actually collected in future periods and the amounts expected will be recognised in the consoli-
dated income statement.
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2.4 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS continued

Impairment of inventories

Inventories are held atl the lower of cost and net realisable value. When inventories become old or obsolefe,
an estimate is made of their net redlisable value, For individually significant amounts this estimation is
performed on an individual basis. Ameounts which are nof 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 historical seling prices.

Al the balance sheet date, gross inventory was AED 77.3 miillien (2007: AED 34.3 million}. No provision has been
made for obsolete inventories. Any difference belween the amounts actually reglised in future periods and
the amounts expected 1o be realised will be recognised in the consolidated income statement.

Contracting

When the outcome of a contract can be estimated reliably, contract revenue and contract costs associated
with the contract are recognised as revenue and expenses respectively by reference to the stage of comple-
tion of the contract activity at the balance sheet date. An expected loss on the contract is recognised as an
expense mmediately.

The outcome of the confract is considered to be reliably esiimated when all the following conditions are satisfied:

aj) total contract revenue can be measured reliably;

D) it is probable that the economic benefits associated with the contfract will flow to the Group;

c} both the coniract costs fo complete the contract and the stage of confract completion at the
balance sheet date can be measured reliably; and

d) the contract costs attributable to the contract can be clearly identified and measured reliably so that

actual contrect costs incurred can be compared with prior estimaies.

When the outcome of a construction contract cannet be estimated reliably revenue is recognised only to the
extent of confract costs incurred.

The Group estimates the cost to complete the projects in order to determine the cost atiributable to revenue
being recognised based on reporis from third party independent consuifant,

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition

Sales are recognised when the significant risks and rewards of ownership of the goods have passed to the
buyer and the amount of revenue can be measured reliably. For sale of chilled water, revenue comprises of
available capacity and variable cutput provided to cusformers and is recognised when services are provided.

Confract revenue represents the total sales value of work performed during the year, including the estimated
soles value of contracts in progress assessed on a percentage of completion method, measured by reference
to total cost incurred 1o date to estimated total cost of the confract. Provision is made for any known losses
and contingendcies.

Interest revenue is recognised as the interest accrues using the effective interest methed that is the rate that
exactly discounts estimated future cash receipts through the expected life of the financial instruments to the
net carrying amount of the financial asset.

Connection fee is recognised on ¢ straight line basis over the term of the respective customer coniracts unless
it represents a separately identifiable service and satisfies other criteria for upfront recognition fo the consoli-
doted income statement.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Capital work in progress

Capital work in progress is recorded at cost incurred by the Group for the construction of the plants. Allocated
cosis directly attributable fo the construction of the assets are capitalised. The capital work in progress is
fransferred to the appropriate asset category and depreciated in accordance with the Group’s policies when
construction of the asset is completed and available for use.

Borrowing cosls

Borrowing costs that are direcily attributable to the acquisition or construction of a qudiifying asset are capital-
ised (net of interest income on femporary investment of borowings) as part of the cost of the asset until the
asset is commissioned for use. Borrowing costs in respect of completed assets or not aitributable to qualifying
assefs are expensed in the period in which they are incurred.

Property, plant and equipment

Property, plant and eguipment are stated at cost less accumulated depreciation and any impairment in
vatue. Such cost includes the cost of replacing part of the piant and equipment when that cost is incured, if
the recognition criteria are meti. Lkewise, when a major inspection is performed, its cost is recognised in the
carrying amount of the plant and equipment as a replacement if the recognition criteria are safisfied. All other
repdir and maintenance costs are recognised in consolidated income statement as incurred. Land is not
depreciated. Depreciation is calcuiated on a straight-ine basis over the esiimated useful lives of the assefs as
follows;

Piant and related integrated assets {incl building) over 30 years
Distribution assets over 50 years
Furniture and fixtures over 310 4 vears
Office equipment and instruments over 310 4 years
Motor vehicles over 4 1o 5 years

The asset’s residual values, useful lives and methods of depreciation are reviewed, and adjusied if appropriate, at
each financial year end.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carmrying value may not be recoverabie. If any such indication exists and where
carrying values exceed the estimoted recoverable amount, the assets are written down to their recoverable
amounts, being the higher of their fair vaiue less costs to sell and their value in use.

The Group performs regular major overhaul of its district cooling plants, When each major overhaut is
performed, its cost is recognised in the carrying amount of the item of property, plant and equipment as ¢
replacement if the recognition criteria are satisfied. The cost recognised is depreciated over the period till the
next planned major overhaul.

Anitem of property, plant and eguipment is derecognised upon disposal or when no future economic benefiis
are expected from its use or disposai. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carnying amount of the asset) is included in consoli-
dated income statement in the year the asset is derecognised.

Invesiments in associates

The Company's investments in gssocictes are accounted for under the equity method of accounting. These
are entities over which the Company exercises significant influence and which is neither ¢ subsidiary nor a joint
venture. Investments in associates are carried in the consolidated balance sheet at cost, plus post-acquisifion
changes in the Company's share of net assats of the associates, less any impairment in value. The consoli-
dated income staterment reflects the Company's share of the resulls of its associates. Where there has been a
change recognized direcily in the equity of the associate, the Company recognises its share of any changes
and discloses this, when appiicabie, in the staterment of changes in equity, Profits and losses resuiting from
transactions between the Company and the associate are eliminated to the extent of the interest in the
associate. Losses on fransaction are recognized immediately if the loss provides evidence of a reduction in the
net realisable value of current assets or an impairment loss.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Investments in associates continued
The financial statements of the associctes are prepared for the same reporting period as the parent Company.
Where necessary, adjusirments are made to bring the accounting policies in line with those of the Company.

After application of the equity method, the Group determines whether it is necessary to recognise an
addiional impairment loss of the Group's investment in its associates. The Group determines at each balance
date whether there is cny objective evidence that the investment in associate is impaired. If this is the case the
Group calcuiaies the amount of impairment as being the difference between the fair value of the associate
and the acguisition cost and recognises the amount in the consolidated income statement.

Interest in joint venture

The Company has an interest in a joint venture which is a jointly conirolled entity, whereby the venturers have
a contractudl arangement that establishes joint conirel over the economic activities of the entify. The
Company's interest in ifs joint venture is accounted for by proporticnate consolidation, which involves recognis-
ing @ propartionate share of the joint venture's assets, liabilities, income and expenses with similar items in the
consolidated financial statements on a line-by-ine basis,

The financial statements of the joint venture are prepared for the same reporting period as the parent company.
Adjustments are made where necessary te bring the accounting policies info line with those of the Company.

Adjustments are made in the Company's financial statements to eliminate the Company's share of unrealized
gains and iosses on transaction between the Company and ifs joinily controlied enftity. Losses on tfransaction
are recognized immediately if the loss provides evidence of a reduction in the net redlisable value of current
assefs or an impairment loss. The joint venture is proportionately consolidated until the date on which the
Company ceases to have joinl control over the joint veniure.

Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of the business
combination over the Company's interest in the net fair value of the identifiable assets, liabilities and cantingent
liabiiities. Following initial recognition, gocdwill is measured ot cost less any accumulated impairment losses.

The Company assesses whether there are any indicators that goodwill is impaired at each reporting date. Good-
will is tested for impairment, annually and when circumstances indicate that the canrying value may be impaired.

Impairmeni is determined for goodwill by assessing the recoverable amount of the cash-generaiing units, 1o

which the goodwill is allocated. Where the recoverable amount of the cash-generating units is less than their
carying ameunt an impairment loss is recognised. Impairment losses relating to goodwill carnot be reversed
in future periods. The Company performs its annual impairment fest of goodwill as af 31 December.

Investment and other financial asseis

Financial assets within the scope of 1AS 39 are classified as financial gssets ot fair value through income
statement, loans, or available-for-sale financial assets, as appropriate. When financial assets are recognised
initicily, they are measured at fair value, plus, in the case of investments not at fair value through profit or loss,
drectly atirbbutable transaction costs.

The Company determines the classification of its financial assets on initial recognition and, where allowed and
appropriate, re-evaluates this designation at each financial year end.

Trade and seiflement date accounting

Al regular way purchases and sales of financial assets are recognised on the frade date, which is the date
that the Group commiis to purchase the asset. Regular way purchases or saies are purchases or sales of
financial assets that require delivery of assets within the period generdily established by regulation or conven-
fion in the marketplace.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES confinued

Investment and other financial assets continued

Offsetiing

Financial assets and financial liabilities are only offset and the net amount reported in the consolidated
balance sheet when there is a legally enforceabie right to set off the recegnised amounts and the Company
intends to either settle on a net basis, or fo redlise the asset and settle the liability simultanecusly.

Available for sale inveshments

Available-forsale financial assets are those non-derivative financial assets that are designated as available-
for-saile or are nof classified in any of the other three categories of financial assets. After inifial measurement,
available-for-sale financial assets are measured at fair value with unrealised gains or losses recognised directly
in equity until the investment is derecognised or determined to be impaired at which time the cumulative gain
or loss previously recorded in equity 1s recognised in the consolidated income statement. Reversal of impair-
ment loss is net recognised in the consolidated income statement.

Financial assefs carried ai fair value through income statement
Financial assets at fair value threugh income statement includes financial assets designated upon iaitial
recognition as at fair value through income statement,

Financial assetfs are designated «t inifial recognition as af fair value through income staiement if the assets are
part of o group of financial assets which are managed and their performance evaluated on « fair value basis,
in accordance with a documented risk management strafegy. Financial assets af fair value through income
statement are remeasured at fair value ot each balance sheet date with all changes in fair value recorded in
the consolidated income statement.

Loans

Loans are non-derivative financial asseis with fixed or determinable payments that are not quoted in an active
market. After initicl measurement loans are carried at amortised cost using the effective inferest method less
any allowance for impairment. Gains and losses are recognised in the consolidated income statement when
the loans are derecognised or impaired, as well as through the amoriisation process.

Fair value

The fair value of investments that are actively fraded in organised financicl markets is determined by reference
to quoted market bid prices at the close of business on the balance sheet date. For investments where there is
no active market, fair value is determined using valuation techniques. Such techniques include using recent
arm's length market fransactions; reference to the current market value of ancther instrument which is substan-
tially the same; discounted cash flow analysis or other valuation models.

Accounis receivable

Accounts receivable are stated at original invoice amount tess a provision for any uncollectible amounts. An
astimate for doubiful debts is made when collection of the full amount is no longer protzable. Bad debts are
written off when there is no possibility of recovery.

Inventories
Inventories are stated af the lower of cost and net reglisable value. Cosls are those expenses incurred in
bringing each product to its present location and condition, as foliows:

« Raw materials, consurnables and goods forresale —  purchase cost on the basis of weighted average cost.

= Work in progress - costs of direct materials and labour plus attributable
overheads based on a normal ievel of activity.

* Finished goods - costs of direct materiais and labour plus attributable

overheads based on a normal levet of activity.

Net realisable value is based on estimated selling price less any further costs expected to be incurred on
completion and disposal.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Contract work in progress
Confract work in progress represents cost plus attributable profit less provision for foreseeable losses and
progress poyments received and receivable.

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash eguivalents consist of cash in hand,
bank balances, and short-term deposits with an original maturity of three monihs or less, net of outstanding
bank overdraffs.

Impairment and uncollectibility of financial assets

The Group assesses atf each balance sheet date whether there is any objective evidence that a financial
asset or a group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be
impaired if, and only if, there is objective evidence of impairment as a resuli of one or more events that has
occurred affer the inifial recognition of the asset (an incurred 'loss event’) and that loss event has an impact
on the estimated future cash flows of the financial asset or the group of financial assets that can be reliably
estimated. If such evidence exists, any impairment loss is recognised in the consolidated income statement.
Impairment is determined as follows:

(a) For assets carmied at fair value, impairment is the difference between cost and fair value, less any
impairment oss previously recegnised in the consolidated income statement. Reversals of impairment
in respect of equity instruments classified as available for sale are not recognised in the consolidated
income statement;

{b] For assets carried at cost. impairment is the difference between carrying value and the present value
of future cash flows discounted gt the current market rate of retumn for a similar financial asset.

Treasury shares

Own equity insiruments which are reacquired (freasury shares) are deducted from equity. No gain or loss is
recognised in the consolidated income statement on the purchase, saie, issue or canceliation of the
Company’s own equity insfruments.

Accounts payable and accruals
Liabilities are recognised for amounts 1o be paid in the future for goods or services received, whether tilled by
the supplier or not.

Provisions
Provisions are recognised when the Group has an cbligation {legal or constructive] arising from a past event
and the cost to settle the obligation is both probable and able to be reliably measured.

Interest bearing loans & berrowings and Islamic financing arrangements
Interest bearing loans & borowings and Islamic financing arrangements are initially recognised at the fair
values less directly attributable fransaction costs.

After inifial recognition, interest bearing loans and borrowings and islamic financing arrangements are subse-
quently measured at amortised cost using the effective inferest method.

Mandatory convertible bond
Mandatory converticle bond is separated into liability and equity components based on the terms of the
bond.

Onissuance of the mandatory converticle bond, the fair value of the liability component is determined by
discounting the future cash flows pertaining to the coupon payments using an estimated market interest rate
for an equivalent non convertible bond. Fair value of derivative liability, arising from a fixed range of variakiiity
in the number of shares to be issued fo the bond holders is initially recognised ot its fair vaiue and subsequently
remeasured at eqch reporiing date with the changes in fair value taken 1o the consolidated income
stafement.



National Central Cooling Company PJSC Financicl Results 29

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Mandatory converlible bond continued

The balance of the proceeds is allocated to the eguity conversion portion and recognised under a separate
heading under shareholders’ equity. On conversion at maturity, the par value of the ordinary shares issued is
recognised under share capital and any surplus recognised under share premium.

Transaction costs are allocated between liakility and equity components of the convertible bond based on
allecation of initial proceeds from the bond between the liability and equity components.

Derecognition of financial liabilities
A financial lighility is derecognized when the obligation under the ligbility is discharged or cancelled or expires.

When an existing financial liability is repiaced by anather from the same lender on substaniially different terms,
or the terms of an existing liakility are substanfially modified, such an exchange or modification is freated as a
derecognifion of the origindg liability and the recognition of a new liability, and the difference in the respective
carrying ameunts is recognised in the consolidated income statement.

Leases

Finance leases, which fransfer to the Group substanticliy all the risks and benefits incidental to ownership of the
leased item, are capitalised at the inception of the iease at the fair value of the leased property or, if lower, ot
the present value of the minimum lease payments. Lease payments are apportioned befween the finance
charges and reduction of the lease liability so as to achieve a constant rate of inferest on the remaining
balonce of the liabifity. Finance charges are reflected in consolidated income staiement.

Capitdlised leased assets are depreciated over the shorter of the estimaied useful life of the asset and the
lease term, if there is no reasonable certainty that the Company will obtain ownership by the end of the lease
term.

Operating lease paymenis are recognised as an expense in consolidated income statement on & straight line
basis over the lease term.

Employees' end of service benefits

The Group provides end of service benefifs to ifs expatriate employees. The entillement io these benefits is
based upon the employees’ final salary and length of service, subject to the completion of a minimum service
period. The expected cosis of these benefits are cccrued over the period of employment.

with respect to its naticnal employeses, the Group makes contributions jo the relevant UAE Government
pension scheme calculated as a percentage of the employees’ salaries. The obligatfions under these schemes
are limited to these contributions, which are expensed when due.

Share-based payment fransactfions

Qudlifying ermplovees (including senior executives) of the Company receive part of their remuneration in the
form of share-based payment fransacthions. The employees are granted notional units of Company’s ordinary
shares which are settie able in cash (‘cash-settled fransactions']. The cost of the cash settled fransactions is
measured initiclly at fair value at the grant date based on the unit value determined by management of the
Company. The fair value is expensed to the consolidated income statement or capital work in progress, as
applicable, in the year of grant with recognition of a corresponding liability. The liability is remeasured at each
balance sheet date up to and including the settlement date with changes in fair value recognised in the
consolidated iIncome statemeant or capital work in progress, as applicable.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Derivative financial instruments and hedging

The Company and its joint venture use derivative financial instruments such as interest rate swaps and forward
currency contracts respectively to hedge risks assaciated with interest rate and foreign currency fluctuations
respectively. Such derivative financial instfruments are initially recognised at fair value on the dale on which a
derivative contract is entered into and are subsequently remeasured at fair value. Derivatives are carried as
assets when the fair value is positive and as labilifies when the fair value is negative.

Any gains or losses arising frem changes in fair value on derivatives during the year that do not qualify for
hedge accounting are taken directly to consolidated income statement.

The fair value of interest rate swap contfracts is determined by reference to market values for similar
instruments. The fair value of forward currency controcts is calculated by reference to currency forward
exchange rotes for contracts with similar maturity profiles.

For the purpose of hedge accounting, hedges are classified os:

* cash flow hedges when hedging exposure 1o variability in cash flows thai is either atfribuiabie o a
particular risk associated with a recognised asset or liability; or

« fair value hedges when hedging the exposure to changes in the fair value of an unrecognised firm
commitment.

At the inception of a hedge relationship, the Company formally designates and documents the hedge
relationship o which the Company wishes to apply hedge accounting and the risk management abjective
and sirategy for underfaking the hedge. The documeniatfion includes identification of the hedging instrument,
the hedged item or transaction, the nature of the risk being hedged and how the entity will assess the nedging
instfrument’s effectiveness in offsetting the exposure to changes in the hedged item's cash flows or fair values,
as applicable, atfribulable to the hedged risk. Such hedges are expected o be highly effective in achieving
offsetting changes in cash flows or fair values, as applicable, and are assessed on an ongoing basis to deter-
rmine that they actually have been nighly effective

throughout the financial reporting pericds for which they were designated,

Cash flow hedges
The effective portfien of the gain or loss on the hedging instrument is recognised directly in equity, while any
ineffective portion is recognised immediaiely in the consolidated income statement,

Amounts taken fo equity are transferred fo the consolidated income statement when the hedged fransaction
affects the consolidated income statement, such as when the hedged financial income or financial expense is
recoghised or when a forecast sale occurs. Where the hedged item is the cost of a non-financial asset or
non-financiat iability, the amounts taken to equity are transferred fo the initicd carmying amount of the non
fnancial asset or liakility.

If the forecast transaction or firm commitment is no longer expected 1o occur, amounts previously recognised
in equity are fransferred o consclidated income statement. if the hedging insfrument expires or is sold,
terminoted or exercised without replacement or rollover, or if its designation as a hedge is revoked, amounts
previously recognised in equity remain in equity until the forecast fransaction or frm commitment occurs,

Fair value hedges

The change in the fair value of a hedging derivative is recognised in the consclidated income statement.
When an unrecognised firm commitment is designated as a hedged item, the subseqguent cumulative change
in the fair value of the firm commitment attributable to the hedged risk is recognised as an asset or liability with
a coresponding gain or loss recognised in the consolidated income statement. The changes in the fair value
of the hedging instrument are also receognised in the consolidated income statement.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES confinved

Foreign cumencies

The consclidated financial statements are presented in United Arab Emirates Dirhams (AED), which is the
Company's funchional and presentation currency. Each entity in the group determines its own functional
currency and items included in the financial statements of each entily are measured using that functional
curency.

Transactions in foreign currencies are recorded at the rate ruling at the date of the fransaction. Monetary
assets and liabilities denominated in foreign currencies are retranslated af the rale of exchange ruling at the
balance sheet date. All differences are taken to the consolidated income siatement.

The assets and liabilities of foreign subsidiaries are transiated into UAE Dirhams at the rate of exchange ruling of
the balance sheet date and the income statement is franslated at the average exchange rates for the veaor.
The exchange difierences arising on fransiation are taken directly fo a separate component of equity. On
disposal of a foreign entity, the deferred curmulative amount recognised in equity relatfing to that particular
foreign operation is recognised in the consolidated income statement.

Financial instruments
Financial instruments comprise financial assets and financial liabilities.

Financial assets comprise available for sale investments, loan to associate, financial assets carrded af fair vaiue
through income statement, receivables, deposits and bank balances and cash. Financial ligbilities comprise
payables, bank overdraft, loans, liability component of convertible bond and finance leases.

The fair value of interast bearing items is estimated based on discounted cash fows using interest rates for
items with similar terms and risk characteristics. The fair value of invesiments tfraded in organised markets is
determined by reference to quoted market bid prices. The fair value of managed funds is determined by

reference 1o o net asset value assessment conducted by anindependent third party.

2.6 FUTURE CHANGES IN ACCOUNTING POLICIES

Standards and interpretations issued but not yet effective and not applied by the Company
IFRS 3R Business Combinations and IAS 27R Consolidated and Separate Financial Statements
IFRS 8 Operating segments

IAS 1 Revised Presentation of Financial Statemenis

IFRS 2 Share Based Payments {Revised)

IAS 23 Borrowing Costs (Revised)

Improvements 1o IFRSs {2007 Project)

In the opinion of management, the adoption ¢of the above standards and interpretations will have no impact
on the financial position or performance of the Group. However, they will give rise to amendments to the
prasentation of the financial siatements and additional or omended disclosures.
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3 SEGMENTAL ANALYSIS

The primary segment reporting format is determined to be business segments as the Group's risks and rates of
return are affected predominantly by differences in the products and services produced. The Group is
organised in one geographical segment and conseguently, no secondary information is required to be
provided. The operating businesses are organised and managed separaiely according to the nature of the
products and services provided with each segment representing a strategic business unit that offers different
products and services.

The ‘services’ segment is involved in design and supervision of electrical, mechanical ceding and sanitary
engineering works.

The ‘chilled water' segmentf constructs, owns, assembiles, insiails, operates and maintains cooling and condifion-
ing systems. In addition, the segment distibutes and sells chiled water for use in district cooling fechnolegies.

The 'contraciing’ segment is involved in construction of air conditioning chilled water central stations and
networks for new or existing buildings.

The ‘manufacturing’ segment is engaged in production of pre-insulated piging sysiems for chilled and hot
water, gas and other energy related applications and provision of pipe protection services.

Segment revenue, segment expense and segment result include fransfers between business segments. Those
transfers are eliminated on consclidation.

The following tables present revenue and profit and certain other information regarding the Group's business
segments.
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3 SEGMENTAL ANALYSIS continued

Finonciol Results 33

Services  Chiled water Confracting  Manufactuing Eliminations Total

AED ‘000 AED '000  AED ‘000 AED ‘000 AFED ‘000 AED 000
2008
Revenue
External revenue 126,786 278,069 126,321 203,625 -- 734,801
Inter-segment revenue 11.974 323 -- 8.18% (20,486) -
Total revenue 138,760 278,392 126,321 211,814 (20.484) 734,801
Result
Segment result 50,098 46,191 30,013 50,955 - 177,257
Finagnce cosis (81,037}
Changes in fair value of dervative licblity {12,200}
Finance income 23,747
Changes in fair value of investments, net (15,122}
Share of resulis of associates 16,901 16,901
Profit for the year 109,546
2007
Revenue
External revenue 107,430 207,819 103,211 146,375 - 564,835
Inter-segment revenue 13,291 848 - - {14,139) -
Jotal revenue 120,721 208,667 103,211 146,375 (14,139} 564,835
Result
Segment result 42,509 36,840 25,387 34,145 -- 138,881
Finance costs (68,697)
Finance income 7,544
Changes in fair vaiue of investiments, net ?.358
Share of results of associates 12,077 12,077
Profit for the year 101,143
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3 SEGMENTAL ANALYSIS conlinued

Services  Chiledwater  Contracting Manufactuing  Unallocated Total
AED ‘000 AED '000  AED ‘000 AED 'C00 AED 000 AED '000
2008
Other information
Segment asseis 173,575 5,754,934 347,380 188,518 - 4,464,407
Investments in associates - 243,232 - - -- 243,232
Unallocated assets -~ -- - -- 570,243 570,243
Total assets 173,575 5,998,144 347,380 188,518 570,243 7,277,882
Segment ligbilities 76,062 879,893 514,101 60,421 - 1,530,477
Uncllocated liabilities -- - - - 3,073,317  3,073.217
Total liabilities 76,062 879,893 514,101 60,421 3,073,317 4,603,794
2007
Other information
Segment assets 116,691 3,430,491 228,167 113,395 - 3,888,744
Investments in associates - 193,6%0 - -- - 193,690
Uncilocated assets - - - -- 425,790 425,790
Total asseis 116,691 3,624,181 228,167 113,395 425,790 4,508,224
Segment licbilities 27.114 486,379 233,102 15,020 - 761,615
Unallocated liabilities - -- - - 2,371,754 2,371,754
Total liabilities 27,114 486,379 233,102 15,020 2,371,754  3,133.36%
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3 SEGMENTAL ANALYSIS continued

Services  Chiled water Controcting  Manufaciuing Tetal
AED '000 AED ‘000 AED ‘000 AED 000 AED ‘000

2008

Capital expenditure:

Property, plant and equipment 729 82,162 -- 966 83,857

Capital work in progress - 2,047,602 -- 15412 2,083,014

Intangible asset -- 227 -- 221

Depreciatfion 577 57.542 334 3,668 62,121

2007

Capital expendifure:

Property, plant and equipment 719 20.544 25 1,543 22,831

Capital werk in progress - 1,139,290 -- 16,530 1,155.820

Depreciation 535 41,175 334 1,752 43,796

4 FINANCE COSTS 2008 2007
AED ‘000  AED ‘000

Interest bearing loans and borrowings and overdrafis 21,237 45,208

Islarnic financing arrangements 56,129 22,175

Interest element of finance lease 3,671 1.314

81,037 68,697
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

8 SUBSIDIARIES

The consolidated financial statements include the financial statements of the Company and the subsidiaries
listed in the foliowing fable:

Country of Percentage of holding
incorporation 2008 and 2007

Gulf Energy Systems LLC UAE 100 100
National Central Cooling Company Ras Al Khaimah LLC UAE 100 100
Emirafes Preinsulated Pipes Industries LLC UAE 60 40
Instailation Infegrity 2000 LLC UAE &0 50
Coollech Energy Water Treatment LLC {formerty BAC

Balticare Gulf LLC) UAE 100 100
Summit District Cooling Company UAE 100 51
Bahrain District Cooling Company Babrain 74 48
lan Banham and Associates UAE 70 70
Tabreed Holdings WLL Bahrain 100 100
Tabreed LLC Cman Oman 100 100
Tabreed Captive Insurance Company B.S.C. Bahrain 100 100
Installation integrity 2006 WLL Qatar 52 52
Tabreed Oman SACC Oman &0 &0
Sahara Cooling and Alr Conditioning LLC UAE 51 51

Tabreed acguired a 51% interest in Summit District Cooling Company {SDCC) on 29 May 2004, SDCC
commenced its commercial activities thereafter. During the year, the Company has acquired from Sumitomo
Corporation their 49% shareholding in SDCC. The Company's accounting policy for such acquisition is based
on the parent entity extension method whereby the difference between the consideration and the book
volue of the share of net assets acquired is recognised as goodwill.

2008

AED ‘000

Book value of share of net assets acquired 15,949
Goodwill on acguisition {(note 13) 221
Consideration paid 16,170

Tapreed acquired a 55% interest in Bahrain District Cooling Company (BDCC) on 31 October 2004. BDCC
comrmenced its commercial activities thereafter. During the year, Tabreed invested an additional amount of
AED 4% milion. Tabreed's interest in BDCC as of 31 December 2008 increased fo 74%.

Tabreaed Oman SACC was incorporated in the Sultanate of Oman and registered as a limited liability
company. During the year, an amount of AED 38.25 million was invested in Tabreed Oman SAOC, representing
the Company’s share of increase in share capital. Tabreed Oman SAOC has nof starfed commercial activities
as at 31 December 2008.
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9 CAPITAL WORK IN PROGRESS

The moverment in capital work in progress during the year s as follows:

2008 2007

AED '000  AED ‘000

Balance at 1 January 1,123,746 674,191
Additions during the year 2,063,014 1,155,820
Transfer to property, plant and equipment (nofe 10) {586.695) (756.809)

2,600,045 1,073,202
Advances to contractors 164,668 50,544

Balance at 31 December 2,764,733 1,123,744

At 31 Decemier 2008, capital work in progress amounting to AED 294 million {2007: AED 214 million) is held as
security against interest bearing loans and borrowings (note 24) and AED 324 million {2007: AED 299 miilion) is
held as security against Islamic financing arangements [note 25). Included in additions to capital work in
progress are capitalised financing costs amounting to AED 61.5 million (2007: AED 72.1 million).
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10 PROPERTY, PLANT AND EQUIPMENT

Office
Land, plant and Distibufion  Fumiture and equipment and Maotor
buildings network fixtures instruments vehicles Totat

AED '000 AED ‘000  AED ‘000  AED ‘000 AED 000 AED '000

2008
Cost:
A1 January 2008 1,601,719 547,428 8,190 21,850 2,780 2,181,967
Additions 79,843 - 1,169 2,359 486 83,857
Transfer from capital
work in progress (note 9} 429,003 157,692 - -~ - 586,695
Disposals -- - - e (529) (529)
At 31 December 2008 2,110,545 705,120 9.359 24,209 2,737 2,851,990
Depreciation:
At 1 January 2008 114,570 30,041 6,022 11,244 1,705 163.582
Charge for the year 48,403 10.819 821 1.803 275 62,121
Relating to disposals - - - - (497} (497)
At 31 December 2008 162,973 40,860 6,843 13,047 1,483 225,206
Net camying amount at
31 December 2008 before
provision forimpairment in value 1,947,592 664,260 2,516 11,162 1,254 2,626,784
Provision for impairment (197} -~ - - - {197)
Net carrying amount:
Al 31 December 2008 1,947,395 664,260 2,516 11,182 1,254 2,626,587
2007
Cost:
At 1 January 2007 1,036,688 340,628 6,793 16,113 2,105 1,402,327
Additions 15,022 -- 1.397 5,737 675 22,831
Transfer from capital
work in prograss (note 9) 550,009 206,800 - - - 756,809
At 31 December 2007 1,601,719 547,428 8.190 21,850 2,780 2,181,967
Depreciatfion:
A1 January 2007 80,905 23,547 5,028 8.205 1,401 119,786
Charge for the vear 33,665 6,494 994 2.339 304 43,796
At 31 December 2007 114,570 30,041 6,022 11,244 1,705 163,582
Net carrying amount at
31 December 2007 before
provision for impairment in value 1,487,149 517,387 2,168 10,606 1.075 2,018,385
Provision for impairment (197) -- -- - - (197}

Net camying amount:
At 31 December 2007 1,486,952 517,387 2,148 10,606 1,075 2.018,188




National Central Cooling Company PISC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

10 PROPERTY, PLANT AND EQUIPMENT continued

The depreciation charge for the year has been alloccated as {ollows:

2008 2007

AED ‘000 AED 000

Included in operating costs 56,866 37,721
Included in administrative and ofher expenses 5,255 5,759
Included in capital work in progress - 314
62,121 43,796

At 31 December 2008, the net book value of plants held as security against interest bearing loans and
borrowings {note 24), islamic financing arrangements (note 25) and under sale and leaseback financing
arrangements amounted tc AED 1,252 million {2007: AED 1,708 milion). The plants are construcied on tand

which has been granted fo Tabreed and its subsidiaries at nominal or no cost to them.

Net book value of plants amounting to AED 55.3 million {2007: AED 54.6 million) are held under finance lease.

The leased assets are pledged as security for the related finance lease [note 27},
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11 INVESTMENTS IN ASSOCIATES

The Company has the following investments in associates:

Cwnership
Couniry of incorporation 2008 2007
Industrict City Cooling Company United Arab Emirates 20% 20%
Qatar Centrai Cocling Company PJSC State of Qatar 44%, 44%
Tabreed District Cooling Company {Saudi) Kingdom of Saudi Arabic 25% 25%
Jordanian Company for Central Energy {PLS) Jordan 50% 50%
Sahara Cooling Limited United Arak Emirates 40% 40%

The associates are involved in the same business activity as Tebreed. The reporting dates for the associates are
identical fo Tabreed.

The following illustrates summarised information of Tabreed's investments in asscciates:

2008 2007
AED 000  AED *0CO

Share of the associctes’ balance sheets:

Current assets 163,247 172,129
Non-current assets 720,840 501,545
Current liabilities (77,945) (98.317)
Non-current liabilities (556,518) {379.164)
Net assets 249,624 194,193

Share of the associaies’ revenues and resuits:
Revenues 76,962 44,409

Results (as adjusted by profit resulting from transactions between
the Company and the asscciates amounting to AED 3.8 million {2007: 2.5 million) 14,901 12,077

Carrying amount of the investments 243,232 193,690

Net assets of associates include the Company's share of fair value of derivatives of associates AED 19.4 million
{2007: AED nil). Management believes that the carrying value of the investments will be redlised in Tull.
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TT INVESTMENTS IN ASSOCIATES continved

© Tabreed invested an amount of AED 55.9 million {2007; AED 74.6 million) representing its share of share capital
issued by the associates during the year as follows:

2008 2007

AED '000  AED ‘000

Qatar Ceniral Cooling Company PJSC - 53,628
Tabreed District Cooling Company (Saudi} 24,514 -
Jordanian Company for Central Energy (PLS) 31.41¢9 -
Sahara Cooling Limited - 21.048
55,933 74,676

12 INTEREST IN JOINT VENTURE

Tabreed has a 51% equity interest in SNC Lavalin Gulf Contractors LLC, o jointly controlled limited fiability
company which is involved in engineering, procurement, construction and consfruction management in the field
of District Cooling. As ali construction activity relates to the Company, no revenues or expenses of the joint
venture for the years ended 31 December 2008 and 2007 are included in the consclidated income statement,
The Company’s share of the unrealised gain arising from fhe joint venture's profit for the vear amounts 10 AED
85.5 million {2007; AED 3% million) and is credited against the capital work in progress balance during the year.

Tabreed’s share of the assets and liabitities of the joint venture included in the consolidated balance sheet are

as follows:

2008 2007
AED ‘000  AED ‘000
Current assets 449,308 214,591
Non-current asseis - 165
449,308 214,756
Current liabilities (380,444) (170.43%)
Non-current liabilities (1.838) (879)
Total 67,028 43,438

13 INTANGIBLE ASSETS

Goodwil Trademarks Total

2008 2007 2008 2007 2008 2007
AED ‘000 AED '000 AED ‘000  AED ‘GO0 AED'000  AED 000
Balance at 1 January 38,334 38,334 10 -- 38,344 38,334
Additions during the year {note 8) vy - -- 13 221 13
Amortisation for the year - - 3) (3} (3) (3)
Balance at 31 December 38,555 38,334 7 10 38,562 38,344
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14 IMPAIRMENT TESTING OF GOODWILL

Carrying amount of goodwill aliocated o each of the cash generating units is as follows:

2008 2007
AED ‘000  AED '0CO

lan Banham & Asscciates 27,711 27,711
Tabreed 1 District Cooling Plant 9.712 9712
Other 1,132 911
Total 38,558 38,334

Goodwill acquired through business combinatficns has been allocated to the following main individuat cash-
genercting units, for impairment testing:

« lan Banham & Associates cash-generating unit relating to goodwill arising from acquisition of equity
interest in lan Banham & Associates; and
+ Tabreed 1 District Cooling Plant relating to goodwilt arising from acguisition of Gulf Energy Systems.

lan Banham & Associates

The recoverable amount of fan Banham & Associates unit has been delermined based on a value in use
calculation using revenue and cost cash flow projections prepared by an external consultant in the year
ended 31 December 2004 and updated by the senior management fo cover a five-year period ending 31
December 2013, The discount rote applied fo the cash flow projections is 25% (2007; 25%). Revenue is earned
from projects supervision and study and design contracis. The revenue in the five year cash flow model reflects
the expected growth in the real estate sector of the UAE on a conservative basis. Confract costs primarily
represent salaries ond related benefits of technical staff such as engineers and other administrative costs. Such
costs are included in the model based on curment expected market frend. At ¢ discount rate of 25%. assuming
ne increase in net income from the originat cash flow projections prepared by an external consultant in the
year ended 31 Decemiber 2004, the goodwill would still not be impaired. Consequenily, management believes
no reasonabkie change in the revenue, cost and discount rate assumptions would cause the carrying amount
of goodwill 1o exceed its recoverable amount,

Tabreed 1 District Cooling Plant

The recoverable amount of Tabreed 1 District Cooling Plant unit is aise determined based on a value in use
calculation using cash flow projections. Revenue comprises of available capacity and variable cutput based
on signed confract with customer for ¢ period of 20 years. As the useful ife of the plant is assessed as 30 years,
the Company has used the remaining useful life of the plant of 23 years at the year end in the model based on
rates currently agreed with the customer. The management is confident that the current 20 year coniract with
the customer will be extended for the remaining useful life of the plant. The operaling costs mainly represent
cast of utilities to operate the plant and salaries and related benefits of staff and are determined based on
management’s approved financial forecast. The discount rate applied to the cash flow projections is 9.4 %.
{2007: 9.4%). A general price inflafion level of 5 % {2007: 5%) has been applied to the cash flows. The basis used
io determine the value assigned 1o the price inflation is monagement’s estimate of the long term average
forecast for the United Arab Emirates. Given the headroom in the cash flow projections, management
believes no reasonable change in the revenue, cost and discount rate assumptions would cause the carrying
amount of goodwill to exceed ifs recoverable amount.
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15 LOAN TO AN ASSOCIATE

During 2007, the Company granted a loan aof AED 42 million to Sahara Coeling Limited, an associate

company. The loan is unsecured and interest is charged at LIBOR + 0.85%. The armount is nol expecied to be
repaid within twelve months from the balance sheet date.

16 TRADE AND OTHER RECEIVABLES

2008 2007

AED 000  AED '000

Trade receivables 357,49 234,412
Receivable from a related party on disposal of property, plant and equipment - 23,197
Amounts due from other related parties 25,600 30.852
Advances to contractors and emgployees 54,133 17,032
Deposits and other receivables 12,055 9.484
449,279 314,977

As at 31 December 2008, trade receivables at nominal value of AED 5.2 million {2007: AED 3.8 milion} were
impaired and fully provided for. Movements in the provision for impairment of trade receivables were as follows;

2008 2007

AED ‘000 AED 000

At 1 January 377N 3.807

Charge for the year 5,359 75

Amounts written off (3,901) (111)

At 31 December 5,229 3,771
As at 31 December, the ageing analysis of frade receivables is as follows:

Neither past Post due but not impaired
due nor 30 - 40 60 - 90 20~ 120

Totci impaired < 30 days days days days =120 days

AED 000 AED 000 AED "0C0 AED 'C00 AED 000 AED ‘GO0 AED '000

2008 357,491 169,143 37,941 38,842 35,702 29,385 46,458

2007 234,412 116,704 29,345 31,164 11,303 7.203 38,693

Unimpaired receivables are expected on the basis of past experience, to be fully recoverable. It is not the
practice of the Group fo obtain collateral over receivables and the vast majority are therefore, unsecured.

Trade receivables are non-interest bearing and are generally on 30 — 60 days terms.

For terms and conditions relating to related party receivables, refer to note 30.
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17 INVESTMENTS

17.1 Available for sale investments

Available for sale invesiments consist of investment in a listed equity with o carrying amount of AED 2.2 miillion
{2007: AED 8.5 milion} and investment in a managed fund with a carrying amount of AED 56.7 million {2007:
AED nil). These investments are measured ai fair value determined by reference to a published price available
in an active market. Changes in fair value of these investmenls are recognised directly in equity (note 22}

17.2 Financial assets carried af fair value through income statement

Financial assets caried af {air value through income statement comprise of investiments in several managed
funds. These investments are measured at fair value determined by reference to a published price available in an
aciive market. These investiments are classified under this category as they are managed and their performance is
evaluated on a fair value basis, in accordance with the Company's documented risk management sirategy.

Geographical concentration of financial assets carfied at fair value through income staterment and available
for sale investments is Qs follows:

2008 2007
AED ‘000 AED '000

Within UAE 2,281 8,487
Outside UAE 115,532 117.390

117,813 125877

18 CONTRACT WORK IN PROGRESS

2008 2007
AED ‘000  AED '00C

Cost plus attribuiable profit 509,740 400,631
Less: progress billings (302,177)  (221,600)

207,563 179,031

19 CASH AND CASH EQUIVALENTS

Cash and cash eguivalents included in the consolidated cash flow statement inciude the following consoli-
dated balance sheet amounts;
2008 2007
AED ‘000  AED '000

Bank balances and cash 291,558 172,378
Bank deposifs 410,401 257,884

701,959 430,262

Bank overdraft (233.326) {61,626}
Bank deposiis with original maturities in excess of three months (2246,788) -

241,845 368,636

Bank deposits attract a fixed rate of interest ranging from 1.14% to 4.85% per annum {2007: 2.5% 1o 4.5% per
annumy).
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19 CASH AND CASH EQUIVALENTS coniinued

The bank overdraft faciiity is secured against corporate guarantee and letter of awareness from the Company
and pledge over short term deposits of AED 29.2 million {2007: AED 26.8 miillion).

Geographical concentration of bank balances and cash and bark deposits, is as follows:

2008 2007

AED '000  AED '000

Within UAE 610,284 321,246
Outside UAE 91.675 109,016

701,959 430,262

20 SHARE CAPITAL

2008 2007
AED'000  AED ‘000

Authorised, issued and fully paid up share capital
1,213,380,000 ordinary shares at AED 1 each
(31 December 2007: 1,134,000,000 ordinary shares of 1 each] 1,213,380 1,134,000

At the annual General Meeting held in March 2008, the shareholders approved the issue of bonus shares
amounting fo AED 7938 million {2007: AED 84 millien). The registration of the bonus shares was completed in
Company’s share register on 23 March 2008,

21 TREASURY SHARES AND SHARE-BASED PAYMENTS

Treasury shares

The Company set up an employee incentive scheme in accordance with the Board of Directors resolution
dated 17 December 2000. The Company subsequently contributed an amount of AED 16.05 million to a
sharehoider for the purchase of the Company's ordinary shares and o act as a cusiodian for such shares.
The Company refaing the significant risks and rewards associated with those shares.

No gain or lass is recognised In the consolidated income statement in respect of these treasury shares.

Share based payments

The employee incentive scheme {'the scheme’) grants notional units of the Compaony's ordinary shares to qualify-
ing employees, at nil consideration, on recommendation of the remuneration committee of the Company. These
notional units of the Company's ordinary shares are exercised in cash in accordance with the terms of the
scheme, and accordingly the arangement is classified as cash settled share based payment fransactions.

Al 31 December the employee incentive scheme had outstanding notional units of the Company’s ordinary
shares analysed as follows:

No. of shares

2008 2007
At 1 January 1,615,990 1,531,374
Nofional uniis of the Compaony's ordinary snares granted during the year 702,540 557,675
Exercised during the vear {596.391) {473,059)

At 31 December 1,722,139 1,615,990
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21 TREASURY SHARES AND SHARE-BASED PAYMENTS continued

The weighted average fair value of notional units granted during the year was AED 2.59 {2007: AED 3.37).

The employee incentive scheme liability is re-measured at each balance sheet date up fo and including the
settlement date with changes in fair value recognised in the consclidated income statement or capital work in
progress, as applicable (refer below), The carrying amount of tiability as at 31 December 2008 was AED 0.9
million {2007: AED 5.5 milion).

The portion of gain {loss} arising from the re-measurermnent at each balance sheet date and new shares
granted during the year are included in the consolidated financial statements as follows:

2008 2007
AED 000  AED '000

Credit / {charge) to administrative and other expenses 1,119 (310}
Credit / (charge) to capital work in progress 1.595 {40}

The amount credited o / {charged under) capital work in progress reiates to employees who are directly
attribuicble to the construction activity of the Company's property, plant and equipment.

22 STATUTORY AND OTHER RESERVES

Statutory reserve
As required by the UAE, Commercial Companies Law of 1984 [as amended) and the articles of association of the
Company, 10% of the profit for the year is fransferred to the statutory reserve. The Company may resolve to

discontinue such tfransfers when the reserve equals 50% of the share capital. The reserve is not available for
disiribution.

Other reserves

Cumulative Cumulative

changes in changes in

fair value avaiiable for
of gerivatives sale investments Total
AED '000 AED'000  AED '000D
Balance ai 1 January 2007 2,500 - 2,500
Net movement in fair value of cash flow hedges (24.616] - (24,614)
Net movement in fair value of gvailable for sale investments - 6.607 6,607
Balance at 31 December 2007 (15,115} 6.607 (8,509}
Net movement in fair value of cash flow hedges (84,360) - {84,360)
Net movement in fair vaiue of availabie for sale investments -- (19,320) {19.320}
Balance at 31 December 2008 (99.476) (12,713) (112,189}

included in the movement in fair value of cash flow hedges is a debit amount of AED 12.4 million
{2007 AED nii) relating to the Company's share in the movement in fair value of cash flow hedges in an
associate,



National Central Cooling Company PJISC
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 December 2008

23 DIVIDENDS AND BOARD OF DIRECTORS' REMUNERATION

The Beard of Directors has notf proposed a dividend for the year ended 31 Dacember 2008 (2007: Bonus share
dividend of AED 0.07 per share armounting to AED 79 million).

No remunesation is proposed for the members of the Board of Directors for the year ended 31 December 2008

(2007: AED nil}.

24 INTEREST BEARING LOANS AND BORROWINGS

2008 2007
Effective interest rate % AED 000  AED '000
Current

Term loan | EIBOR + 1.25% 125 250
Term loan 2 LIBOR + 1.25% - 4,583
Termloan 3 EIBCR + 0.90% 3,000 2,389
Term loan 4 LIBOR + 1.3% ta 2% 4,427 2.742
Term loan 5 EIROR + 1.65% - 47,631
Term loan 6 LIBCR + 0.45% 21,500 -
Tarm loan 7 3.03% 29,237 -
Termioan 8 EIBOR + 0.75% 29,754 --
158,045 57.595

Non-current
Term logn 1 EIBOR + 1.25% - 125
Term loan 2 LIBOR + 1.25% -~ 67,210
Term loan 3 EIBOR + 0.90% 2,000 9.558
Term logn 4 LIBOR + 1.3% to 2% 176,465 134,348
Term ioan 5 EIBOR + 1.65% - 514,416
Term loan ? LIBOR + 0.45% - 347,085
185,465 1,092,742

The above interest bearing loans and borrowings are secured by pledges over certain plants (note 10) and
capital work in progress (note 9) and a corporate guarantee.

25 ISLAMIC FINANCING ARRANGEMENTS

2008 2007
Profit charge % AED '000  AED '000
Current

Islamic financing arrangement | 5.50% 367,077 -
islamic financing arangement 2 EIBOR+ 1.2% 28,154 --
islamic financing arrangement 3 11.7% 8,345 8,334
403,574 8,334

Nen-current
Isiamic financing arrengement | 5.50% - 364,364
Islamic financing arrangement 2 EIBOR + 1.2% 941,824 -
Isiarnic financing arangement 3 1N.7% - 7.308
Isiamic financing arrangement 4 LIBOR + 1.25% 727,383 728,173
1,669,209 1.099.847

The Islamic financing arrangements are secured by an assignation of the plants purchased under the Islamic

financing arrangement and a joint credit and Islamic loan facility agreement.
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26 CONVERTIBLE BOND

In May 2008, the Company issued a mandatory convertible bond in the form of trust certificates for a total
value of AED 1,700 million, maturing in May 2011. The bond bears interest at a fixed rate of 7.25% per annum,
payable annually in arrears, commencing on 19 May 2009. Transaction costs in connection with the issuance
of the bond amounied fo AED 43.8 million.

The bond shall be converted info ordinary shares of the Company based on a specified minimum and maximum
exchange ratfic. The bond is subordinated in right of payment to the claims of creditors of the Company.

The liability component of the bond of AED 346.4 million represents present value of annual coupon payments
due atf the rate of 7.25%, payable in arrears annually. The present value has been calculated using a market
interest rate for a bond with similar characteristics, but without the condition of mandatory conversion into
ordinary shares of the Company at the redemption date. Also included in the liability component of manda-
tory converlible bond is fair value of a derivative liability of AED 17.3 million [on inception}, representing the
element of variation in the number of shares that will be issued at the conversion date, based on the market
price of Company’s shares. Total lickility in the consolidated balance sheet has been presenied, net of
allocated fransaction costs of AED 9.2 million.

The remainder of the proceeds have been cliocated to an eguity component, recognised and inciuded in
shareholders’ equity amouniing to AED 1,302 milion, net of allocated transaction costs of AED 34.6 million.

A reconciliation between the amounts presenied in the consolidated balance sheet is as follows:

Convertible Converlible

bond - bond -
liability equity
component component Total

AED 000 AED *000  AED '000

Present value of annual coupon payments 346,378 - 346,378
Fair value of derivative fiability 17,300 - 17,300
Equity component - 1,336,322 1,336,322
Allocated prepaid transaction costs {2.211) [34,643) (43,854)
On inception 354,467 1,301,679 1,656,146
Changes in fair value of derivative iabifity 12,200 -- 12,200
Accretion expense - capital work in progress {notfe 9) 6,743 -~ 6,743
Amortisation of fransaction costs — capital work in progress (note 9) 1,650 - 1,650
Balance at 31 December 2008 375,060 1,301,679 1,676,739

Converible

bond

licibility

component

AED "000

Analysed on the consolidated balance sheet as follows:

Less than one year 118,463
More than cne year 256,597

375,060
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27 OBLUGATIONS UNDER FINANCE LEASE

During 2004, the Company entered inte a sale and lease back agreement with a third party relating to certain
plants (note 10} for an amount of AED 55.8 milion. The lease carries interest ai an effective rate of 9.5% per
annum and is repayable in monthly instalments over a period of 12 years.

Future minimum lease paymenis under finance leases together with the present vatue of the minimum lease
payments are as follows:

2008 2007

Minimum Present value Minimum Present vaive

lease payments of paymenis lecse paymenis of payments

AED ‘000 AED '000 AED '000 AED 'C00

Within one year 7.749 7,364 7,749 7,364
After one year but not more than five years 30,994 23,384 30,994 23,384
After five years 35,514 17.888 43,262 20,862
74,257 48,636 82,005 51,410
Less: amounts representing finance charges (25,621) - (30,395) -
Present value of minimum lease payments 48,634 48,636 51,610 51,610

The lease is classified in the consclidated balance sheet as follows:

2008 2007

AED ‘000 AED *000

Curmrent 7,364 7,364
Non-cusrent 41,272 44,246
48,636 51.410

28 EMPLOYEES' END OF SERVICE BENEFITS

The Company provides for emplovees’ end of service benefits in respect of ifs expairiate employees in accor-
dance with the employees’ contracts of employment, The movements in the provision recognised in the
consolidated balance sheet are as follows:

2008 2007

AED 000 AED ‘000

Balance at 1 January 11,247 8,225
Net movement during the year 5,987 3,042

Balance at 31 December 17.254 11,267
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2% ACCOUNTS PAYABLE AND ACCRUALS

2008 2007
AED ‘000  AED 'COO

Amountis dve in more than one year

Retentions payable 30,831 52,496
Deferred income 24,341 24,948
55,172 77,444

Amounts due in less than one year

Accounts payable 521,063 14G,767
Retentions payable 111,862 31,418
Deferred income 898 1,239
Due to related parties - associates 25,978 57,687
Due to arelated party — joint venture 174,971 72.995
Accrued expenses 478,757 288,011
Other payables 144,522 50,787

1,458,051 672,904

Terms and conditions of the above financial liabilities:
Accounts payable and other financial iabilities are non-interest becaring and are normally seftled on 60 day terms.

Retentions payable are non interest bearing and are normally setiled in accordance with the terms of the
contracts.

For terms and condifions relating to related parties, refer fo note 30.

30 RELATED PARTY TRANSACTIONS

Related parties represent associated companies, major shareholders, direciors and key management person-
nel of the Company, and entities controlled, jointly controlied or significanily influenced by such parties.
Pricing policies and terms of these transactions are approved by the Company’s management.

Transactions with related parties included in the consolidated income statement are as follows:

2008 2007

Other Interest Ofher Interest
expenses Revenue income expenses Revenue income
AED ‘000 AED '000 AED ‘000 AED 000  AED '000 AED 000

Associated companies 75,746 8,455 1,045 70,006 6,250 443

Balances with related parties included in the consclidated balance sheet are as follows:

2008 2007
Loan Other Other Loan Cther Other

receivable receivables payables receivable receivables  payabies
AED ‘000 AED ‘000 AED ‘000 AED 000  AED '000  AED '00C

Associated companies 42,029 15,535 25,978 42,029 44,926 57,687
Joint venture -- - 174,971 - - 72,995
Other related parties - 10,065 - - 9,123 --

42,029 25,600 200,949 42,029 54.04% 130,482
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30 RELATED PARTY TRANSACTIONS confinued

Terms and condifions of fransactions with related pariies

Transactions with refafed paries are made at normal market prices. Ouistanding balances at the year-end
are unsecured, interest free, except for loan to an associate (note 15), and setflement occurs in cash. There
have been no guarantees provided or received for any related party receivables or payables. For the year
ended 31 December 2008, the Group recorded an impairment of AED 1.2 milfion relating o amounis owed by
related parties (2007: nil). This assessment is underiaken each financial year through examining the finoncial

posificn of the related party and the market in which the related party operates.

Compensation of key management personnel
The remunerafion of key management personnel during the year was as follows:

2008 2007

AED ‘000 AED 000

Short-term benefits 39,895 36,062

Employees’ end of service benefits 1,596 1,209

41,491 37.971

Number of key management perscnnel 47 49

31 CONTINGENCIES

The bankers have issued guarantees on behaif of the Company and its subsidiaries as follows:

2008 2007

AED 000 AED '000

Perfermance guarantees 45,686 28,695

Advonce payment guaraniees 12,774 70

Financial guarantees 45137 3.922

103,599 32,687

The Company's share of contingencies of the Joint venture as of 31 December 2008 impacting the income

staternent amounied to AED 0.4 million (2007: AED 0.4 million).

The Company's share of confingencies of the associates as of 31 December 2008 impacting the income

statement amounted to AED 1.1 milion (2007: AED 1.1 million).

32 CAPITAL COMMITMENTS

Capifal commitments

The Board of Directors has authorised future capital expenditure amounting 1o AED 1,449 million {2007 AED
2,942 millicn). Included in this amount is AED 1,435 million {2007: AED 2,041 milion) which is expected to be

incurred within one year from the balance sheet date.

The Group also had commitments of AED 831 million (2007: AED 1,105 million) in relation to the Group's interast

in the joint venture investments.
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33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial liabilities, other than derivatives, comprise interest bearing loans and
borowings, Islamic financing arrangements, obligations under finance lease, bank overdraft, convertible bond
~ liability component and frade payables. The main purpose of these financial liabilities is to raise finance for
the Company’s operations and consiruction activity. The Group has various financial assets such as irade
receivables, financial assets carried at fair value through income statement, available for sale investments and
cash and short-term depaosits, which arise directly from its operations.

The Company enters into derivative transactions to manage the interest rate risk arising from the Company’s
sources of finance. The Company’s joint venture enters into forward foreign exchange contracts fo manage
the foreign currency fluctuations relating to commitments to purchase equipment for various contracts from

Euro suppliers and settle inter-company transactions in Canadian Dollars (“CAD").

it is, and has been throughout 2008 and 2007 the Group's policy that no trading in derivatives shall be undericken.

The main risks arising from the Group’s financial instruments are cash flow interast rate risk, credit risk, market
price risk, liquidity risk and foreign cumrency risk. The Board of Directors reviews and agrees policies for
managing each of these risks which are summarised below.

Interest rate risk

The Group's exposure to the risk of changes in market interest rates relates primarily 1o the Group’s tong-term
debt obligations with fioating interest rates. To manage this risk, the Company enters info interest rate swaps, in
which the Company agrees to exchange, at specified intervals, the difference between fixed and variable
rate interest amounts calcuiated by reference to an agreed upon nolional principal amount. These swaps are
designated fo hedge underlying debt cbiigations, At 31 December 2008, after aking into cccount the effect
of interest rate swaps, approximately 79% of the Group’s borrowings are at a fixed rate of interest (2007: 65%).

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other
variables held constant, of the Group's profit for one year relating to un-hedged portion of ficating rate
borowings and bank deposits.

Effect on profit

AED 000
2008
+100 increase in basis points (1,844}
-100 decrease in basis points 1,844
2007
+100 increase in basis points (5,880)
-100 decrease in basis points 5.880

The impact on equily relating to detivatives designated as effective cash flow hedges could not be deter-
mined in the absence of information from counter party banks.

Credit risk

The Group trades only with recognised, creditworthy third parties. It is the Group's policy that all customers who
wish to trade on credit terms are subject to credit verification procedures. In addifion, receivable balances are
monitored on an ongeing basis with the result that the Group's exposure to bad debis is not significant. The
maximum exposure is the camying amount as disciosed in note 14, The Group's three largest customers account
for approxinmaiely 26% of cutstanding trade receivable balance af 31 December 2008 {2007: 3 customers - 39%).

With respect to credit risk arising from other financial assets of the Group, which comprise cash and cash
equivaients, and certain derivative instruments, the Group's exposure to credit risk arises from defoult of the
counterparty, with ¢ maximum exposure equat to the carrying amount of these instruments. The Group seeks
to limit its credit risk 1o banks by only dealing with reputable banks
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33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES continved

Market price risk

Market price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market
prices, whether those changes are caused by factors specific to the individual security, or its issuer, or factors
affecting all securities traded in the market. The Company is exposed to market risk with respect fo its financial
assets carried at fair value through income statement and available for sale investments.

The Company limits market price risk by actively monitoring the key factors that affect the market movements,
inciuding analysis of the operational and financial performance of investees.

The following table demonsirates the sensitivity to a reqsanably possible change in the market price of
financial assets carried at fair value through income statement, on the Groug's profit for one year. The effect
of decrease in market price is expected to be equal and opposite to the effect of increase shown.

31 December 2008 31 December 2007

Change in impact on Impact on

net asset profit profit

value AED ‘000 AED 000

Financial assets canied at fair value through income stafement 5% 2,942 5,870

The following table demonstrotes the sensitivity 1o ¢ reasonably possible change in the market price of
available for sale investment, on the Group's equity.

31 December 2008 31 December 2007

Change in Impact on Impact on

net asset equity equity

value AED 000 AED 000

Available for sale investments 5% 2,949 424

Liquidity risk

The Company maonifers its risk o a shortage of funds using a recuring liquidity planning tool. This tool considers
the maturity of both its financicl investments and financial assets {eg. accounts receivable and other financial
assets) and projected cash flows from operations.

The Company’s objective i to maintain a balonce between continuity of funding and flexibility through the
use of bank overdrafts, bank loans and finance leases. The Company's policy is that not more than 20% of
borrowings shouid mature in the next 12 month period. 30 % of the Company’s debt will mature in less than
one year at 31 December 2008 (2007: 6%) based on the carrying value of borrowings reflected in the consoli-
dated financial statements. At 31 December 2008, the Company has no unutilised interest bearing loans and
borrowings facilities (2007: AED 13 million).

The table below summarises the maturity profile of the Group's financial liabifities at 31 December 2008 based
con undiscounted payvments and current market interest rates.

Less than 3 3fo 12 105 >5
On demand months months Years vears Total
AED "000 AED'000 AED'000 AED ‘000 AED '000 AED '000

At 31 December 2008

Derivative financial instruments -- - 486 44,602 38,892 83,980
Convertible bond - liability component - - 123,250 276,000 -~ 399.250
Interast bearing foans and borowings -- 133.073 31,961 55,307 169,389 389,730
Obiigations under finance leases - 1,937 5812 30,994 35,514 74,257
Islomic financing arrangements - 395,625 104,424 1,203,234 942,208 2,645491

Accounts payable and
other financial iabilities

Bank overdraft 233,324

- 925,247

306,162 588,254 30,831
- - - 233,326

233,326 836,797 854,187 1,640,968 1,184,003 4,751,281
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33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES continued
Liquidity risk continued

Less than 3 3fto 12 1ic5 >5
On demand months months years years Total
AED '000  AED '000 AED'000 AED'000 AED '000  AED '000

At 31 December 2007

Derivative financial insfruments - - - 13,139 3,395 22,534
interest bearing loans and borrowings - 2,094 126,561 847,337 492,080 1,488,072
Obligations under finance leases -- 1,937 5812 30,994 43,2462 82,005
islamic financing arangements - 3.840 62,457 1,264,443 - 1,330,740
Accounts payable and

other financical liabilities -- 379.344 29,412 52,496 -- 461,252
Bank overdraft 61,626 - — - - 61,626

61,626 387,215 224,242 2,228,409 544,737 3,446,229

Foreign currency risk

The Company's joint venture has transactional curency exposures mainly in Euro and Canadian Dollars. Such
exposures arise from anticipated purchases for various contracts from Euro suppliers and expected inter
company transactions in Canadian Dollars.

The joint venture uses derivative hedging instruments such as forward foreign exchange confracts and
non-derivative hedging insfruments such as designated bank balances o hedge against firm commitments of
equipment purchases for varous contracts from Euro suppliers and expecied inter company fransactions in
Canadian Dollars.

As the foreign currency commitments in Euro and Canadian Dollars are covered by effective hedges,
management is of the opinicn that there is no sensitivity as a result of changes in furo and Canadian Dollar
exchange rates.

Other than the above, the mgjority of the Group's transactions and balances are in either UAE Girhams or US
Dollars. As the UAE Dirham is pegged o the US Dollar, balances in US Dollars are not considered to represent
significant currency risk.

Capital management
The primary objective of the Company’'s capital management is fo ensure that it maintaing a strong credit
rating and healthy capital rafios in order 1o support its business and maximise shareholder value.

The Company manages its capital structure and makes adjustments to it, in light of changes in economic
condifions. To maintain or adjust the capitat structure, the Company may adjust the dividend payment fo
shareholders or issuge new shares. No changes were made in the objectives, policies or processes during the
years ended 31 December 2008 and 31 December 2007.

The Company monitors capital using a gearing ratio, which is net debt divided by folal capital plus net debt.
The Company's policy is to keep the gearing ratio between 50% and 70%. The Company inciudes within net
debt, interest bearing ioans and bomowings, Isiamic financing arrangements, convertible bond - liability
component, cbligations under finance lease, iess cash and cash equivalents. Capital includes equity aftribut-
able to the equity helders of the parent less the net unrealised gains reserve.
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33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES continued

Capital management conlinued

2008 2007
AED ‘000 AED '000
Inferest bearing loans and bomrowings 343,510 1,150,337
Islamic financing arangements 2,072,785 1,108,181
Convertible bond - fability component 375,060 --
Obligation under finance lease 48,634 51,610
2,83%9.9NM 2,310,128
Less: cash and cash equivalents {468,633) {348.638)
Net debt 2,371,358 1,941,492
Equity 2,512,322 1.241.884
Net unrealised losses 112.18% 8,509
Total capital 2,624,511 1,250,393
Capital and net debt 4,995,869 3,191,885
Gearing ratio 47% 1%

34 FINANCIAL INSTRUMENTS

Fair values

The fair values of the Group’s financial instruments are not materially different from their carrying vailues at the
balance sheet date except for cerain Islamic financing arrangements, converiible bond - liability component
and cbligations under finance lease with fixed prefit and interest rates. Set out below is a comparison of
carrying amounts and fair values of Islamic financing arrangements, convertible bond and obligations under
finance lease with fixed profit and interest rates:

Fair value Fair value
2008 2007 2008 2007
AED '000 AED 000  AED 'D00 AED ‘000
Obligations under finance lease 48,634 51,610 52,004 55,282
Islamic financing arrangements 375,422 380,008 390,975 406,844
Convertiple bond - liability component 375.060 - 332,830 -

The fair value of fixed rate borrowings has been calculated by discounting the expected future cash flows at
market interest rates.

Hedging activilies

Cash flow hedges

The Group is exposad to variability in future interest cash flows on bank overdraft, interest bearing leans and
borrowings and islamic financing arrangements which bear interest at a varigble rate.

In order 1o reduce its exposure to interest rate fiuctuations on the interest bearing loans and borrowings and
slamic financing arrangements, the Compdany has entered inlo interest rate swaps with counter-party banks
designated as effective cash flow hedges for nofienal ameounts that mirrer the drawdown and repayment
schedule of the loans.
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34 FINANCIAL INSTRUMENTS confinved

Hedging activities continued
A schedule indicating as af 31 December the pericds when the hedged cash flows are exgected to occur
and when they are expected to effect the conscolidated income staterment is as follows:

Over
Within 1 year 1-3vyears 3-8 years 8 years Total
AED 000 AED '000 AED'000 AED 000  AED *0CO
2008:
Cash inflows {assets) - 1,864 2.040 -- 3.904
Cash outflows {liabilifies) - (43.607) (40.373) - (83,980)
Net cash inflow {outflow) - (41,743) (38.333) - (80.076)
2007;
Cash inflows (assets) - 110 7.308 - 7,418
Cash outflows (liabilities) - - {22,534} -- {22,534}
Net cash inflow {outflow) - 10 (15.226) - (15118)

No gain on cash flow hedges has been reclassified to the consolidated income statement during the year
(2007 AED 270 thousand].

All derivative confracts are with counterparty banks in UAE.

The table below shows the fair values of derivative financial instruments, recorded as assets or liabilities,
together with their notional amounts. The noticnal amount, recorded gross, is the amount of a derivatives
underlying asset, reference rate or index and is the basis upon which changes in the value of derivatives are
measured. The notional amounts indicate the volume of transactions outstanding at the year end and are
indicative of neither the markeft risk nor the credit risk,

2008 2007
Derivatives held h flow hed Notional
erivatives held as cash flow hedges Assets  Liabilities amount Assets  Liabilities  Notional
AED ‘000 AED'000 AED000 AED'000 AED '000 armount
AED 000
Interest rate swaps and interest rate
swaps with a cap 3,904 83,980 1,718,352 7.418 22,534 1,500,806

Fair value hedges

The Company's joint venture has forward foreign exchange contracts outstanding designaied as a fair value
hedge to hedge the risk associated with foreign currency fluctuations relafing to commitments 1o purchase
eauipment for various contracts from Eure suppliers and settle inter-company fransactions in Canadian Dollars.

The Company’s share of outstanding forward foreign exchange commitments of the joint venture at the year
and amounted to approximately AED 29.1 million (2007: AED 846.2 million). The terms of the forward foreign
exchange contracts match the ferms of the commiiments. The Company's share of the positive changes in
fair value of the forward foreign exchange contracts amounting to AER 0.5 million (2007: AED 4 million) have
been recognised within other receivables.
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35 COMPARATIVE FIGURES
The comparative figures have been reclassified to contorm to the current yeaor preseniation. Such reclassifica-
fions which have no effect on the profit or equity of the Group are analysed as follows:

* Management service income and property maintenance income of AED 15,535 thousand previously shown
under other income are now reflecied as part of revenue in the consolidated income statement.

« Salaries and staff related costs amounting to AED 59,851 thousand previously shown separately on the face
of the consolidated incorne statement are now included under administrative and other expenses.

» Finance income amounting to AED 9,544 thousand previously disclosed under other income is now reflected
separately on the face of the consolidated income statement.

+ Changes in fair value of investments caried at fair value through income statement amounting to AED 9,358

thousand previously shown under other income is now reflected separately on the face of the consolidated
income sfatement.

36 POST BALANCE SHEET EVENTS

Subseguent fo the year end, the Company is in advanced discussions with various financial institutions for the
purpose of securing additional and / or restructuring existing loans and borrowings.



