National Central Cooling Company PJSC
INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

30 SEPTEMBER 2006 (UNAUDITED)
REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS TO THE SHAREHOLDERS OF
NATIONAL CENTRAL COOLING COMPANY PJSC
Introduction
We have reviewed the accompanying interim condensed consolidated balance sheet of National Central Cooling Company PJSC (“the Company”) and its subsidiaries as at 30 September 2006, and the related interim condensed consolidated statement of income for the three month and nine month period then ended, and the related interim condensed consolidated statements of cash flows and changes in equity for the nine month period then ended. Management is responsible for the preparation and presentation of these interim condensed consolidated financial statements in accordance with International Financial Reporting Standard IAS 34 Interim Financial Reporting (“IAS 34”). Our responsibility is to express a conclusion on these interim condensed consolidated financial statements based on our review. 
Scope of review

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

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim condensed consolidated financial statements are not prepared, in all material respects, in accordance with IAS 34. 

Signed by

Bassam E Hage

Partner

Ernst & Young

Registration No. 258

Date
Abu Dhabi

National Central Cooling Company PJSC

INTERIM CONDENSED CONSOLIDATED INCOME STATEMENT 

Period ended 30 September 2006 (Unaudited)


Three months ended
Nine months ended


 30 September
30 September


2006
2005
2006
2005


Notes
AED ‘000
AED ‘000
AED ‘000
AED ‘000

Revenues
 3
109,350
94,593
340,815
285,500
Operating costs

 (66,689)
(55,926)
(192,540)
(160,284)
GROSS PROFIT

42,661
38,667
148,275
125,216
Salaries and staff related costs

(14,828)
(10,507)
(38,097)
(30,814)
Other administrative expenses

(9,673)
(8,023)
(30,024)
(25,109)
Finance costs
3
(8,860)
(9,248)
(36,041)
(24,050)
Other income

8,257
6,846
18,527
12,466
Share of results of associates
3
       241
     142
       575
       288
PROFIT FOR THE PERIOD

  17,798
17,877
  63,215
  57,997
Attributable to:

    Equity holders of the parent
3
13,902
12,723
46,467
44,233
    Minority interests

    3,896
  5,154
  16,748
  13,764


  17,798
17,877
  63,215
  57,997
Basic earnings per share (AED)
4
      0.01
    0.01
      0.04
      0.04
The attached notes 1 to 14 form part of these interim condensed consolidated financial statements.

National Central Cooling Company PJSC

INTERIM CONDENSED CONSOLIDATED BALANCE SHEET

At 30 September 2006 (Unaudited)



Audited


30 September
 31 December


2006
   2005

Notes
AED ‘000
  AED ‘000
ASSETS
Non-current assets
Capital work in progress

817,781
    642,921
Property, plant and equipment
7
1,487,602
1,004,108
Investments in associates
6
97,890
46,002
Intangible assets

38,336
38,336
Prepayments

    23,955
     18,349


2,465,564
1,749,716
Current assets

Inventories

27,763
17,651
Trade and other receivables

307,612
207,007
Financial assets carried at fair value through income statement 

115,150
76,269
Contract work in progress

105,013
69,211
Prepayments

24,944
7,453
Bank balances and cash
8
   416,169
   520,032


996,651
897,623
Assets classified as held for sale

     17,867
     17,867


1,014,518
   915,490
TOTAL ASSETS

3,480,082
2,665,206
EQUITY AND LIABILITIES
Equity attributable to equity holders of the parent

Share capital
9
1,050,000
1,000,000
Treasury shares

(10,050)
(10,050)
Statutory reserve

14,544
14,544
Retained earnings 

69,348
22,881
Foreign currency translation reserve
 
(395)
-
Cumulative changes in fair value of derivatives

2,216
    3,800
Reserve for proposed bonus issue

              -
     50,000


1,125,663
1,081,175
Minority interests 

     98,186
     64,601
Total equity

1,223,849
1,145,776
Non-current liabilities

Accounts payable and accruals

6,743
10,604
Term loans
10
650,397
393,836
Islamic Ijara loans 
11
300,722
308,809
Islamic Istisna’a loans
11
422,559
180,075
Islamic Muqawala loans
11
118,279
132,263
Obligations under finance lease
12
52,311
-
Employees’ end of service benefits

     7,724
     7,884


1,558,735
1,033,471
Current liabilities

Accounts payable and accruals

416,596
318,919
Bank overdrafts
8
204,667
111,933
Term loans
10
37,097
25,416
Ijara loans
11
16,039
15,514
Muqawala loans
11
20,456
     14,177
Obligations under finance lease
 12
       2,643
               -


   697,498
   485,959
Total liabilities

2,256,233
1,519,430
TOTAL EQUITY AND LIABILITIES

3,480,082
2,665,206
_______________________________

__________________________

Mohamed Saif Al Mazrouei

Dany Safi

CHAIRMAN
CHIEF EXECUTIVE OFFICER

The attached notes 1 to 14 form part of these interim condensed consolidated financial statements.
National Central Cooling Company PJSC

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Period ended 30 September 2006 (Unaudited)

Nine months ended


30 September
30 September


2006
2005

Note
AED ‘000
AED‘000
OPERATING ACTIVITIES
Profit for the period

63,215
57,997
Adjustments for:

  Depreciation 

40,615
31,533
  Share of results of associates

(575)
(288)
  Impairment of property, plant and equipment

197
-
  Amortisation of intangible assets

-
11
  Net movement in employees’ end of service benefits

(160)
997
  Interest income

(11,557)
(10,121)
  Finance costs
36,041
24,050
  Revaluation gain on financial assets carried at 


      fair value through income statement

  (2,527)
          -

125,249
104,179
Working capital changes:

  Inventories
(10,112)
(5,772)
  Trade, other receivables and prepayments
(125,286)
(52,733)
  Contract work in progress
(35,802)
37,855
  Accounts payable and accruals
  93,421
  29,358
Cash from operations
47,470
112,887
Interest paid
 (36,041)
 (24,050)
Net cash from operating activities
  11,429
  88,837
INVESTING ACTIVITIES
Purchase of property, plant and equipment

(61,097)
(194,552)
Investments in associates
(51,313)
(27,472)
Purchase of financial assets carried at fair value through income statement
(36,354)
(120,382)
Additions to capital work in progress
(638,069)
(199,220)
Interest received

   11,557
   10,121
Net cash used in investing activities
(775,276)
(531,505)
FINANCING ACTIVITIES
Dividends paid
-
(25,000)
Dividends paid to minority interests
(12,375)
(2,706)
Minority interest in increase in share capital of subsidiaries
29,212
10,548
Share capital received
-
500,000
Repayments of obligations under finance lease
(855)
-
Term loans received
284,342
132,957
Istisna’a loans received
242,484
-
Term loans repaid
(16,100)
(28,788)
Islamic Ijara loans repaid 
(7,562) 
(1,905)
Muqawala loans received
-
18,757
Muqawala loans repaid
  (7,705)
  (1,848)
Proceeds from sale and leaseback of property, plant and equipment
  55,809
            -
Net cash from financing activities
567,250
602,015
(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS 
(196,597)
159,347
Cash and cash equivalents at 1 January

408,099
227,890
CASH AND CASH EQUIVALENTS AT 30 SEPTEMBER
8
211,502
387,237
The attached notes 1 to 14 form part of these interim condensed consolidated financial statements.

National Central Cooling Company PJSC

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Period ended 30 September 2006 (Unaudited)
Attributable to equity holders of the parent






Foreign
Cumulative
Reserve






currency
changes in
for


Share
Treasury
Statutory
Retained 
translation
 fair value
proposed
Proposed

Minority
Total


capital
shares
reserve
earnings
reserve
of derivatives
bonus issue
dividend
Total
interests
equity


AED ‘000
AED ‘000
AED ‘000
AED ‘000
AED ‘000
AED ‘000
AED ‘000
AED ‘000
AED ‘000
AED ‘000
AED ‘000

Balance at 1 January 2005
  (as previously stated)
500,000
        -
  7,914
29,669
-
(6,419)
-
25,000
556,164
14,530
570,694
Effect of adopting IFRS 2
-
-
-
(1,298)
-
-
-
-
(1,298)
-
(1,298)

Reclassification from advance to 

  employee incentive scheme
              -
 (5,050)
         -
         -
      -
        -
         -
          -
    (5,050)
         -
   (5,050)

Balance at 1 January 2005 (restated)
  500,000
 (5,050)
  7,914
28,371
      -
(6,419)
         -
25,000
  549,816
14,530
  564,346
Net movement in fair value
  of cash flow hedges
             -
          -
         -
         -
      -
7,197
         -
          -
     7,197
         -
     7,197
Total income for the period 

 recognised directly in equity
-
-
-
-
-
7,197
-
-
7,197
-
7,197
Profit for the period
             -
         -
         -
44,233
      -
        -
         -
          -
    44,233
13,764
   57,997
Total income for the period
-
-
-
44,233
-
7,197
-
-
51,430
13,764
65,194
Increase in share capital
500,000
-
-
-
-
-
-
           -
500,000
10,548
510,548
Dividends paid
              -
          -
         -
          -
      -
        -
         -
(25,000)
   (25,000)
 (2,706)
   (27,706)

Balance at 30 September 2005
1,000,000
 (5,050)
  7,914
72,604
      -
   778
         -
          -
1,076,246
36,136
1,112,382
Balance at 1 January 2006
1,000,000
(10,050)
14,544
22,881
-
3,800
50,000
         -
1,081,175
64,601
1,145,776
Net movement in fair value of
  cash flow hedges
-
-
-
-
-
(1,584)
-
-
(1,584)
-
(1,584)
Exchange difference arising on 
  translation of overseas operations
              -
          -
         -
         -
(395)
        -
         -
         -
        (395)
         -
      (395)
Total expense for the period
 recognised directly in equity
-



(395)
(1,584)
-
-
(1,979)
-
(1,979)
Profit for the period
              -
          -
          -
46,467
     -
        -
         -
         -
    46,467
16,748
   63,215
Total income and expense

  for the period
              -
          -
          -
46,467
(395)
(1,584)
         -
         -
    44,488
16,748
   61,236
Increase in share capital

  of subsidiaries
-
-
-
-
-
-
-
-
-
29,212
29,212
Bonus share issued
50,000
-
-
-
-
-
(50,000)
-
-
-
-
Dividends paid
              -
          -
         -
         -
     -
       -
          -
         -
              -
(12,375)
   (12,375)
Balance at 30 September 2006
1,050,000
(10,050)
14,544
69,348
(395)
2,216
          -
         -
1,125,663
98,186
1,223,849
The attached notes 1 to 14 form part of these interim condensed consolidated financial statements.

National Central Cooling Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 September 2006 (Unaudited)

1
ACTIVITIES
National Central Cooling Company PJSC (“the Company”) is registered in the United Arab Emirates as a Public Joint Stock Company pursuant to the U.A.E. Commercial Companies Law No. 8 of 1984 (as amended).  The principal activities of the Company are to construct, own, assemble, install, operate and maintain cooling and air conditioning systems.  In addition, the Company’s activities include the distribution and sale of chilled water for use in district cooling technologies.

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

2
ACCOUNTING POLICIES
The interim condensed consolidated financial statements of the Company and its subsidiaries are prepared in accordance with International Accounting Standard (IAS) No 34, Interim Financial Reporting.  The accounting policies used in the preparation of the interim condensed consolidated financial statements are consistent with those used in the preparation of the annual consolidated financial statements for the year ended 31 December 2005.

The interim condensed consolidated financial statements do not contain all information and disclosures required for full financial statements prepared in accordance with International Financial Reporting Standards.  In addition, consolidated results for the nine months ended 30 September 2006 are not necessarily indicative of the consolidated results that may be expected for the financial year ending 31 December 2006.
3 SEGMENTAL ANALYSIS



Chilled


Services
water
Contracting
Manufacturing
Eliminations
Total


AED ‘000 
AED ‘000 
AED ‘000
AED ‘000
AED ‘000
AED ‘000
Nine months ended 30 September 2006:

Revenue
External revenue
52,772
125,103
76,985
85,955
-
340,815
Inter–segment sales
  4,981
           -
         -
         -
 (4,981)
            -
Total revenue
57,753
125,103
76,985
85,955
 (4,981)
340,815
Result
Segment result
29,539
  35,474
11,908
21,982
(11,779)
87,124
Finance costs





(36,041)
Interest income 





11,557
Share of results of associates





575
Minority interests





 (16,748)
Profit for the period attributable

  to equity holders of the parent





  46,467
Nine months ended 30 September 2005:

Revenue
External revenues
27,256
98,097
71,225
88,922
-
285,500
Inter–segment sales
  7,282
            -
         -
         -
 (7,282)
            -
Total revenue
34,538
  98,097
71,225
88,922
 (7,282)
285,500
Segment result
14,748
  16,787
18,653
25,430
 (3,980)
71,638
Finance costs





(24,050)
Interest income 





10,121
Share of results of associates





288
Minority interests





 (13,764)
Profit for the period attributable

  to equity holders of the parent





  44,233
National Central Cooling Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
30 September 2006 (Unaudited)

3 SEGMENTAL ANALYSIS continued


Chilled

Other information
Services
water
Contracting
Manufacturing
Total



AED ‘000
AED‘000
AED‘000
AED‘000
AED‘000
At 30 September 2006:

Segment assets
70,555
2,931,069
299,172
81,396
3,382,192
Investments in associates
            -
     97,890
            -
          -
     97,890
Total assets
  70,555
3,028,959
299,172
81,396
3,480,082
Segment liabilities  
  13,313
2,078,301
144,509
20,110
2,256,233
At 31 December 2005:

Segment assets
57,405
2,304,390
183,319
74,090
2,619,204
Investments in associates
          -
     46,002
            -
          -
     46,002
Total assets
57,405
2,350,392
183,319
74,090
2,665,206
Segment liabilities
  9,627
1,349,683
138,492
21,628
1,519,430
Nine months ended 30 September 2006:

Capital expenditure:

Tangible fixed assets
    317
     60,180
       124
     476
     61,097
Depreciation
    405
     39,400
       124
     686
     40,615
Nine months ended 30 September 2005:

Capital expenditure:

Tangible fixed assets
    580
  193,489
       276
     207
   194,552
Depreciation
    255
    30,457
       162
     659
     31,533
The Company is organised as one geographical segment and consequently, no secondary information is required to be provided.

4
BASIC EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the profit for the period attributable to ordinary equity holders of the parent by the weighted average number of shares outstanding during the period as follows:


Three months ended
Nine months ended

30 September
30 September


2006
2005
2006
2005

Profit for the period (AED ‘000)
     13,902
     12,723
     46,467
     44,233
Weighted average number of ordinary 

  shares outstanding during the period (‘000)
1,050,000
1,050,000
1,050,000
1,050,000
Basic earnings per share (AED)
         0.01
         0.01
         0.04
         0.04
The weighted average number of ordinary shares in issue, used in the determination of the basic earnings per share for the three and nine month periods ended 30 September 2005 have been adjusted for the effect of the share bonus issue in 2006.

National Central Cooling Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 September 2006 (Unaudited)

5
INVESTMENTS IN SUBSIDIARIES

During the period, the Company invested an additional amount of AED 34.4 million in two subsidiaries, Summit District Cooling Company (AED 7.6 million), a limited liability company incorporated in the Emirate of Abu Dhabi, and Bahrain District Cooling Company (AED 26.8 million), a Bahrain Joint Stock Company incorporated in Bahrain, representing the Company’s share of the increase in share capital of the two subsidiaries.

6
INVESTMENTS IN ASSOCIATES

Ownership


Country of incorporation
30 September
31 December



2006
2005

Industrial City Cooling Company
United Arab Emirates
20.0%
20.0%

Qatar Central Cooling Company PJSC
State of Qatar
44.0%
44.5%
Tabreed District Cooling Company (Saudi)
Kingdom of Saudi Arabia
25.0%
25.0%
The company invested an amount of AED 51.3 million representing its share of additional share capital issued by associates during the period as follows:


AED ‘000

Qatar Central Cooling PJSC

39,549
Tabreed District Cooling Company (Saudi)

11,764


51,313
7
PROPERTY, PLANT AND EQUIPMENT




Office


Land, plant
Furniture
equipment


and
and 
and
Motor


buildings
fixtures
instruments
vehicles
Total


AED ‘000
AED ‘000
AED ‘000
AED ‘000
AED ‘000

Cost at 30 September 2006
1,617,770
6,683
16,025
2,077
1,642,555
Accumulated depreciation at 30 September 2006
  (140,315)
(4,748)
 (8,352)
(1,341)
 (154,756)
Net carrying amount at 30 September 2006 before

 provision for impairment
1,477,455
1,935
7,673
736
1,487,799
Provision for impairment 
        (197)
        -
          -
        -
        (197)
Net carrying amount:
  At 30 September 2006
1,477,258
1,935
  7,673
   736
1,487,602
  At 31 December 2005
   991,586
2,710
  8,851
   961
1,004,108
National Central Cooling Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 September 2006 (Unaudited)

8
CASH AND CASH EQUIVALENTS
Cash and cash equivalents included in the interim condensed consolidated statement of cash flows comprise the following balance sheet amounts:


30 September
30 September


2006
2005

AED ‘000
AED ‘000

Bank balances and cash
416,169
463,162

Bank overdrafts 
 (204,667)
  (75,925)

  211,502
  387,237
Significant non-cash transactions, which have been excluded from the interim condensed consolidated statement of cash flows, are as follows:


30 September
30 September


2006
2005

AED ‘000
AED ‘000

Accounts payable and accruals – fair value adjustment for derivatives
-
822

Accounts receivable and prepayments – fair value adjustment for derivatives 
1,584
6,375

Transfer from capital work in progress to property, plant and equipment
463,209
-

Bonus issue 
50,000
-
Foreign currency exchange difference
395
-
9
SHARE CAPITAL

30 September
31 December


2006
2005


AED ‘000
AED ‘000
Authorised and issued share capital
1,050,000,000 (31 December 2005: 1,000,000,000) 

  ordinary shares at AED 1 each    
1,050,000
1,000,000
At the Annual General Meeting held on 20 March 2006, the shareholders approved the proposed issue of bonus shares. The registration of the bonus shares was completed in the Company’s share register on 3 April 2006. Legal formalities are in progress to revise the Articles of Association for the increase in the share capital.

National Central Cooling Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 September 2006 (Unaudited)

10
TERM LOANS


30 September
31 December


2006
2005


AED ‘000
AED ‘000

Term loans
687,439
419,097
Other loan
         55
       155

687,494
419,252

Due in less than one year:

  Term loans
37,042
25,291
  Other loan
         55
       125

  37,097
  25,416
Due in more than one year:

  Term loans 
650,397
393,806
  Other loan
           -
         30


650,397
393,836

687,494
419,252

11
ISLAMIC FINANCING ARRANGEMENTS 


30 September
31 December


2006
2005

AED ‘000
AED ‘000

Ijara loans
316,761
324,323
Istisna’a loans
422,559
180,075
Muqawala loans
138,735
146,440

878,055
650,838
Due in more than one year:

  Ijara loans
300,722
308,809
  Istisna’a loans
422,559
180,075
  Muqawala loans
118,279
132,263

841,560
621,147
Due in less than one year:

  Ijara loans
16,039
15,514
  Muqawala loans
  20,456
  14,177

  36,495
  29,691

878,055
650,838
On 20 July 2006, the Company entered into an Istisna’a and sale agreement (the “Agreement”) with Tabreed Financing Corporation for the manufacture and commission of certain assets as specified in the Agreement amounting to US $200 million (AED 734 million).  On completion, the specified assets will be sold and leased back from Tabreed Financing Corporation. At 30 September 2006, the Company had received an amount of US $66 million (AED 242.4 million) in accordance with the terms of the agreement.  The total amount under the financing amounting to US $ 200 million is repayable in full on 20 July 2011. Rentals of an amount equivalent to LIBOR plus 1.25% per annum of the loan balance is payable on a half yearly basis. 
National Central Cooling Company PJSC

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

30 September 2006 (Unaudited)

12
OBLIGATIONS UNDER FINANCE LEASE 

30 September
31 December


2006
2005


AED ‘000
AED ‘000
Due in less than one year
2,643
-
Due in more than one year
52,311
           -

54,954
           -
During the period, the Company entered into a sale and leaseback agreement (“the lease”) with a third party for an amount of US $15 million (AED 55.8 million). The lease carries interest at an effective rate of 9.5% per annum and is repayable in monthly instalments over a period of 12 years.
13
COMMITMENTS
The Board of Directors have authorised future capital expenditure amounting to AED 1,052 million at the balance sheet date (31 December 2005: AED 1,393 million).  

The notional amount of the Company’s interest rate swap and cap deals outstanding at 30 September 2006 was AED 1,316 million (31 December 2005: AED 1,062 million).
14
CONTINGENCIES
The Company and its subsidiaries’ bankers have issued guarantees on their behalf as follows:

30 September
31 December


2006
2005


AED ‘000
AED ‘000
Performance guarantees
30,150
22,728
Advance payment guarantees
70
70
Financial guarantees
  1,476
  3,617

31,696
26,415
E

7

