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National Central Cooling Company PJSC

CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

31 MARCH 2004

REVIEW REPORT TO THE BOARD OF DIRECTORS OF
NATIONAL CENTRAL COOLING COMPANY PJSC
We have reviewed the accompanying consolidated balance sheet of National Central Cooling Company PJSC (‘the Company”) and its subsidiaries at 31 March 2004, and the related consolidated statements of income, cash flows and changes in equity for the three month period then ended.  These quarterly condensed consolidated financial statements are the responsibility of the Company’s management.  Our responsibility is to issue a report on these quarterly condensed consolidated financial statements based on our review.

We conducted our review in accordance with the International Standard on Auditing applicable to review engagements.  This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the quarterly condensed financial statements are free of material misstatement.  A review is limited primarily to inquiries of the Company’s personnel and analytical procedures applied to financial data, and thus provides less assurance than an audit.  We have not performed an audit, and accordingly, we do not express an audit opinion.

As no quarterly condensed consolidated financial statements were prepared for the period ended 31 March 2003, the Company has not disclosed the comparative figures in respect of the consolidated statements of income, cash flows and changes in equity, along with the related notes, as required by International Accounting Standard No. 34.

Based on our review, except for the matter referred to in the preceding paragraph, nothing has come to our attention that causes us to believe that the accompanying quarterly condensed financial statements are not presented fairly, in all material respects, in accordance with International Accounting Standard No. 34.

Signed by:

Bassam E Hage

Partner

Registration No. 258

Date

Abu Dhabi

National Central Cooling Company PJSC

CONSOLIDATED INCOME STATEMENT

Three months period ended 31 March 2004 (Unaudited)


Notes

AED
Revenues
3

32,027,562
Operating costs
3

(16,148,025)

GROSS PROFIT
3

15,879,537
Salaries and staff related costs


(4,657,018)
Other administrative expenses


(3,224,397)
Amortisation of goodwill and trademarks


    (188,732)




(8,070,147)

PROFIT FROM OPERATIONS


7,809,390
Finance costs


(3,528,130)
Other income


  1,990,343
PROFIT BEFORE MINORITY INTERESTS


6,271,603
Minority interests


   (441,923)
NET PROFIT FOR THE PERIOD


 5,829,680
Basic earnings per share
4

          0.12
The attached notes 1 to 12 form part of these financial statements.

National Central Cooling Company PJSC

CONSOLIDATED BALANCE SHEET

31 March 2004 (Unaudited)




Audited



31March
31 December



2004
2003


Notes
AED
AED
ASSETS
Non-current assets
Capital work in progress
5
200,137,071
129,174,890

Plant, furniture and equipment
6
854,359,108
862,402,237
Investment in associates and joint venture
7
11,608,051
4,978,051
Advance to employee incentive scheme

5,673,662
5,673,662

Intangibles

10,944,668
     11,133,400
Prepayments

      20,289,060
     11,550,000


1,103,011,620
1,024,912,240
Current assets

Inventories

4,184,599
4,804,823

Trade and other receivables
8
63,475,754
67,844,920

Contract work in progress

29,434,991
29,434,991

Prepayments

9,718,984
5,209,078

Bank balances and cash

   283,065,262
   110,600,318


   389,879,590
   217,894,130
TOTAL ASSETS

1,492,891,210
1,242,806,370

EQUITY AND LIABILITIES
Equity

Share capital

500,000,000
500,000,000
Statutory reserve

5,160,205
5,160,205

Accumulated profits 

  31,667,829
25,838,149
Proposed dividend

15,000,000
15,000,000
Cumulative changes in fair value of derivatives

    (11,361,298)
     (4,315,300)
Total equity

   540,466,736
  541,683,054
MINORITY INTERESTS

       7,228,295
     7,986,372

Non-current liabilities

Accounts payable

29,102,378
44,755,852
Term loans
9
160,707,872
169,239,594

Islamic Ijara loans 
10
335,202,739
241,000,000

Islamic Istisna’a loans
10
180,075,000
-

Islamic Muqawala loans
10
72,200,014
42,195,906

Employees’ end of service benefits

       3,654,241
      3,451,744



   780,942,244
  500,643,096
Current liabilities

Accounts payable and accruals
11
112,137,872
152,162,162

Bank overdrafts

23,510,835
20,464,466
Current portion of term loans
9
22,919,100
15,680,000

Current portion of Ijara loans
10
1,498,908
-

Current portion of Muqawala loans
10
       4,187,220
       4,187,220



   164,253,935
   192,493,848
TOTAL EQUITY AND LIABILITIES

1,492,891,210
1,242,806,370

_______________________________
__________________________

Mohamed Saif Al Mazrouei

Dany Safi

CHAIRMAN
CHIEF EXECUTIVE OFFICER

The attached notes 1 to 12 form part of these financial statements.

National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF CASH FLOWS

Three months period ended 31 March 2004 (Unaudited)




AED
OPERATING ACTIVITIES
Net profit for the period

5,829,680
Adjustment for:

  Depreciation 

8,955,979
  Amortisation of goodwill and trademarks

188,732
  Provision for employees' end of service benefits

230,546
  Interest income

(1,331,888)
  Loss on sale of plant, furniture and equipment

          7,197
Operating profit before working capital changes

13,880,246
  Inventories

620,224
  Receivables and prepayments

(2,398,830)
  Accounts payable and accruals

(44,812,198)
Net cash used in operations

(32,710,558)
Minority interest

(758,077)
Employees’ end of service benefits paid

       (28,049)
Net cash used in operating activities

(33,496,684)
INVESTING ACTIVITIES
Purchase of plant, furniture and equipment

(920,047)
Investment in associates and joint venture

(6,630,000)
Prepayments – non-current

(8,739,060)
Additions to capital work in progress

(70,962,181)
Interest received

   1,331,888 
Net cash used in investing activities

(85,919,400)
FINANCING ACTIVITIES
Accounts payable

(15,653,474)
Term loans received

387,378
Term loans repaid

(1,680,000)
Islamic Ijara loans received

187,425,000

Islamic Ijara loans repaid

(91,723,353)
Muqawala loans received

30,620,243
Muqawala loans repaid

(616,135)
Islamic Istisna’a loans received 

180,075,000
Cash from financing activities

288,834,659
INCREASE IN CASH AND CASH EQUIVALENTS 

169,418,575
Cash and cash equivalents at 1 January 2004


  90,135,852
CASH AND CASH EQUIVALENTS AT 31 MARCH 2004


259,554,427
Significant non-cash transactions, which have been excluded from the statement of cash flows, are as follows:

Accounts payable and accruals  - fair value adjustment for derivatives 

(4,787,908) Receivables and prepayments  - fair value adjustment for derivatives

(2,258,090)
The attached notes 1 to 12 form part of these financial statements.

National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Three months period ended 31 March 2004 (Unaudited)






Cumulative






changes in


Share
Statutory
Accumulated
Proposed
fair value


capital
reserve
profits
dividend
of derivatives
Total


AED
AED
AED
AED
AED
AED

Balance at 1 January 2004
500,000,000
5,160,205
25,838,149
15,000,000
(4,315,300)
541,683,054

Net profit for the period
-
-
5,829,680
-
-
5,829,680
Changes in fair value of derivatives
                    
                  
                    
                   
  (7,045,998)
      (7,045,998)

Balance at 31 March 2004
500,000,000
  5,160,205
  31,667,829
  15,000,000
(11,361,298)
 540,466,736
The attached notes 1 to 12 form part of these financial statements.

National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 March 2004 (Unaudited)

1
ACTIVITIES
National Central Cooling Company PJSC 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 objectives of the Company are to construct, own, assemble, install, operate and maintain cooling and conditioning systems.  In addition, the Company’s objectives 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
SIGNIFICANT ACCOUNTING POLICIES
The quarterly 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 quarterly condensed consolidated financial statements are consistent with those used in the preparation of the annual consolidated financial statements for the year ended 31 December 2003.

3 SEGMENTAL ANALYSIS



Chilled


Services
water
Contracting
Manufacturing
Total


AED
AED
AED
AED
AED

31 March 2004

Revenues
1,090,302
23,394,848
161,511
7,380,901
32,027,562

Operating costs
   276,922
10,730,951
113,791
5,026,361
16,148,025
Gross profit
    813,380
12,665,897
47,720
2,354,540
15,879,537

4
BASIC EARNINGS PER SHARE

Earnings per share are calculated by dividing the profit for the period by the weighted average number of shares outstanding during the period as follows:



31 March



2004
Net profit for the period (AED)

  5,829,680

Ordinary shares issued

50,000,000
Earnings per share (AED)

           0.12
National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 March 2004 (Unaudited)

5
CAPITAL WORK IN PROGRESS

The movement in capital work in progress during the period / year is as follows:


31 March
31 December


2004
2003


AED
AED
Balance at 1 January
116,264,445
380,266,733

Additions during the period / year 
58,472,153
265,957,729

Transfer to Advances to contractors
(4,400,000)
-

Transfer to plant, furniture and equipment
                  -
(529,960,017)
Balance at 31 March / 31 December
170,336,598
116,264,445

Advances to contractors
  29,800,473
  12,910,445


200,137,071
129,174,890

A substantial portion of capital work in progress has been funded under Islamic financing arrangements and term loans (notes 9 and 10).  

6
PLANT, FURNITURE AND EQUIPMENT




Office


Plant
Furniture
equipment


and
and 
and
Motor


buildings
fixtures
instruments
vehicles
Total


AED
AED
AED
AED
AED

Cost:

  At 1 January 2004 
879,967,257
10,749,520
8,290,682
1,867,950
900,875,409

  Additions
135,231
127,413
226,403
431,000
920,047

  Transfers
6,685,849
(6,685,849)
-
-
-

  Disposals
                  -
       (15,000)
               -
  (354,250)
     (369,250)
  At 31 March 2004
886,788,337
 4,176,084
8,517,085
1,944,700
901,426,206

Depreciation:

  At 1 January 2004
   (31,937,507)
(2,105,983)
(3,513,923)
  (915,759)
 (38,473,172)

  Charge for the period
(8,373,338)
(201,361)
(283,797)
(97,483)
(8,955,979)

  Relating to transfers
(84,202)
84,202
-
-
-

  Relating to disposals
                   -
        7,803
              -
   354,250
       362,053
  At 31 March 2004
  40,395,047
 2,215,339
3,797,720
   658,992
  47,067,098

Net carrying amount:

  At 31 March 2004
846,393,290
  1,960,745
4,719,365
1,285,708
854,359,108
  At 31 December 2003
848,029,750
  8,643,537
4,776,759
   952,191
862,402,237
National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 March 2004 (Unaudited)

6
PLANT, FURNITURE AND EQUIPMENT continued
The depreciation charge for the period has been dealt with as follows:



31 March


2004


AED
Included in direct operating costs

8,184,130

Included in other administrative expenses

765,376
Included in capital work in progress

6,473
At 31 March 2004, the net book value of plant financed by Islamic Ijara loans under sale and leaseback Ijara financing arrangements amounted to AED 403,376,129 (31 December 2003: AED 186,104,204). This includes balance funded by Sukuk financing amounting to AED 150,756,653 (note 10).

The plants are constructed on land which has been granted to the Company and one of its subsidiaries at nominal or no cost to them.

7
INVESTMENT IN ASSOCIATES AND JOINT VENTURE


31 March
31 December


2004
2003


AED
AED
Investment in associates
6,508,051
4,978,051

Investment in joint venture
  5,100,000
              -

11,608,051
4,978,051
During the period, the Company invested AED 1.5 million in an associate, Summit District Cooling, a limited liability company incorporated in the Emirate of Abu Dhabi and AED 5.1 million in a joint venture, SNC – Lavalin Gulf Contractors, a limited liability company incorporated in the Emirate of Abu Dhabi.  Both companies have recently commenced operations and hence, there were no significant operating activities during the three months period ended 31 March 2004.

Accordingly, the condensed quarterly consolidated financial statements do not include the results of these operations on the basis that there was no significant activity during the period.

Management believes that the carrying values of the above investments will ultimately be realised in full.

8
TRADE AND OTHER RECEIVABLES

31 March
31 December


2004
2003


AED
AED
Trade accounts receivable
61,740,329
65,556,139

Due from related parties
-
635,536
Other receivables
  1,735,425
  1,653,245

63,475,754
67,844,920
As amounts receivable are stated net of any required provision and are short term in nature, fair value approximates carrying value.

National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 March 2004 (Unaudited)

9
TERM LOANS


31 March
31 December


2004
2003


AED
AED

Bilateral bridging loan
44,076,000
44,076,000

Term loans
139,163,594
140,843,594
Other loan
       387,378
                  -


183,626,972
184,919,594

Due in less than one year

Term loans
  22,919,100
  15,680,000
Due in more than one year

Term loans 
160,707,872
169,239,594


183,626,972
184,919,594

The bilateral bridging loan is secured by cross-corporate guarantee from the Company.  It carries interest at IBOR plus 0.75% per annum and is expected to be repaid in full in June 2004 from the new loan facility of AED 700 million which will then be repaid under the new facility terms after 2 draw downs of the new term loan facility (see below).

The term loans are secured by pledges over plant and capital work in progress and a corporate guarantee in accordance with the facility agreements and are summarised as follows:

· The first term loan amounting to AED 135,100,000 is repayable in semi annual instalments commencing from 23 May 2004 to 23 May 2011 in accordance with an agreed upon instalments schedule.  The loan carries interest at EIBOR plus a margin.

· The second term loan amounting to AED 5,743,594 is repayable in 3 equal annual instalments of AED 1,680,000 commencing January 2003 with one instalment for the remaining balance.  This loan carries interest at 1.5% over 6 month EBOR.

On 24 November 2003, the Company entered into a 12 year, AED 700,000,000 term loan facility agreement (the “new facility”) with a syndicate of international and UAE based banks.  This facility agreement is to acquire new central cooling plants, refinance the term loan amounting to AED 135,100,000, which is secured over previously constructed central cooling plants, along with the repayment of the bilateral bridging loan of AED 44,076,000.  As at 31 March 2004, the Company has not drawn down any amounts under the new facility.  Consequently, as the term loan and the bilateral bridging loan are to be refinanced under the new facility, the amounts due in less than one year have been calculated in accordance with the repayment schedule of the new facility plus the payment due on 23 May on the first term loan.  Accordingly, an amount of AED 14,000,000 relating to the new facility and AED 7,106,260 relating to the first term loan have been disclosed as being due in less than one year.

As the term loans attract interest at rates which vary with market movements, the fair value of the term loans approximates their carrying value.

At 31 March 2004, unutilised term loan facilities available to the Company amounted AED 700,000,000 (2003: AED 520,824,000).

National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 March 2004 (Unaudited)

10
ISLAMIC FINANCING ARRANGEMENTS 


31 March
31 December


2004
2003


AED
AED

Ijara loans
336,701,647
241,000,000

Istisna’a loans
180,075,000
-
Muqawala loans (net of deferred margin)
  76,387,234
  46,383,126

593,163,881
287,383,126

Due in more than one year:

Ijara loans
335,202,739
241,000,000

Istisna’a loans
180,075,000
-

Muqawala loans
  72,200,014
  42,195,906


587,477,753
283,195,906
Due in less than one year:

Ijara loans
1,498,908
-

Muqawala loans
    4,187,220
    4,187,220


     5,686,128
    4,187,220

593,163,881
287,383,126

Ijara and Istisna’a loans:

Facility 1

The first facility of AED 150,000,000 (31 December 2003: AED 150,000,000) is repayable in 16 fixed semi-annual instalments commencing from 18 March 2004 and a fluctuating profit charge is paid under the Islamic financing agreements, which is based on EIBOR plus a margin.  

Facility 2

During the period, the Company repaid the second facility amounting to AED 91,000,000.

Facility 3

On 2 March 2004, the Company entered into Purchase and Ijara Agreements (‘the Agreement’) with Tabreed Financing Corporation for the sale and leaseback of certain assets of the Company as specified in the Agreement with a total cost of US $51,000,000 (AED 187,425,000). 

Furthermore, the Company entered into an Istisna’a Agreement dated 2 March 2004 with Tabreed Financing Corporation for the manufacture and commission of certain assets as specified in the Istisna’a Agreement amounting to US $49,000,000 (AED 180,075,000). On completion, the specified assets will be sold and leased back from Tabreed Financing Corporation under similar arrangements as specified in the existing Ijara Agreement above.

In March 2009, the Company will purchase the assets leased back under the Ijara Agreement from Tabreed Financing Corporation for an amount of US $100,000,000, which is the full repayment of the Ijara and Istisna’a loans referred to above. 

The Ijara Agreement carries 10 semi-annual rental payments of AED 5,154,000 commencing 2 September 2004. In respect of the Istisna’a assets, the Company is obligated to make 10 semi-annual pre-rental payments of AED 4,952,062 commencing 2 September 2004.  

National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 March 2004 (Unaudited)

10
ISLAMIC FINANCING ARRANGEMENTS continued

Muqawala loans:

The Company has entered into two Islamic Muqawala loan arrangements as follows:

· The first Muqawala loan amounting to AED 30,752,686  (31 December 2003: AED 31,368,821) is in respect of the procurement and manufacturing of certain items for use in the construction of plants under an Islamic loan facility agreement dated 31 July 2002.  The facility is repayable in 14 semi-annual instalments commencing from 29 January 2003.  A fluctuating profit charge is paid under the Islamic financing agreement which is based on market rates.

· The second Muqawala loan amounting to AED 45,634,548 (31 December 2003: 15,014,305) is in respect of the construction of a project under an Islamic loan facility dated 25 March 2003.  The facility is repayable in 16 semi-annual rental instalments commencing on 1 May 2006.  A variable element is payable with each instalment which is based on market rates plus a mark up.

At 31 March 2004, unutilised Islamic funding available to the Company amounted to AED 74,365,452 (31 December 2003: AED 109,985,695).

As the Islamic loan arrangements attract a fluctuating profit charge which varies with market interest rate movements, the fair value of the Islamic loans approximates their carrying value

11
ACCOUNTS PAYABLE AND ACCRUALS


31 March
31 December


2004
2003

AED
AED
Accounts payable
30,119,724
81,023,813

Retentions payable
18,294,882
12,174,210

Negative fair value of derivatives
7,174,050
2,386,142

Other payables
14,464,670
14,720,055

Payable to former shareholders
21,422,563
23,910,180
Accrued expenses
  20,661,983
  17,947,762

112,137,872
152,162,162
12
CAPITAL COMMITMENTS

The Board of Directors have authorised future capital expenditure amounting to AED 778.2 million (31 December 2003: AED 762.3 million).  Included in this amount is AED 375.9 million (31 December 2003: AED 390 million) which is expected to be incurred by the year ended 31 December 2004.

E

11

