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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

as COMPARATIVE FIGURES

The comparative figures have been reclassified to conform to the current year presentatior, Such reclassifications
which have no effect on the profit or equity of the Group are analysed as follows:

. Management gervioe income and property maintenance income of AED 15,535 thcusand previously shown
under other income aro now roflocted as part of revenue in the consolidated income staternent, :

] Salaries and staff related costs amounting to AED 59,851 thousand previously shovm separately on the face
of the consolidated income statement are now included under administrative and other expenses,

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

. Chahges in fair value of investments catried at fair valve through income itatement amounting to
AED 9,358 thousand proviously shown under ather income is now reflected sepaiately on the face of the
consolidated income statoment,

36 POST BALANCE SHEET EVENTS

Sﬁbsequent to the year end, the Company is n advanced discussions with various finur cial institutions for the
purpose of securing additional and / or rostrueturing existing loans and borrowings.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
NATIONAL CENTRAL COOLING COMPANY PJSC

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Naijcnal Central Cooling
Company PJSC (the “Company”) and its subsidiaries, which comprise the consolidated balance sheet as
at 31 December 2008 and the consolidated income statement, consolidated statemen: of changes in equity
and consolidated cash flow statement for the year then ended, and a summary of significant accounting
policies and othier explanatory notes,

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these oansolidated financial
statements in accordance with International Financial Reporting Standards and the ipplicable provisions
of the articles of association of the Company and the UAE Commercial Companies Law of 1984 (as
amended), This responsibility includes: designing, implementing and maintaiting internal control
rolevant to the preparation and fair presentation of consolidated financial statemerts that are free from
material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the oircumstances.

Auditors’ Responsibility

Our respongibility is to express an opinion on these consolidated financial statements based on our audit,
We conducted our audit in accordance with International Standards on Auditing. Thpse standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amourts and disclosures in
the consolidated financial statements, The procedures selected depend on the iuditors’ judgement,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those tisk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financiz] statements in order
to design audit procedures that are appropriate for the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.  An audit also 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 appropriate t» provide a basis for
our audit opinion.

Opinion '

In our opinion, the consolidated financial statements present fairly, in all material respecis, the financial
position of the Company and its subsidiaries as of 31 December 2008 and their finan:ial performance and
their cash flows for the year then ended in accordance with International Financial Reporting Standards,
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Report on Other Legal and Regulatbry Requirements

We also confirm that, in our opinion, the consolidated financial statements include, in all material
respects, the applicable requirements of the UAE Commercial Companies Law of 1984 (as amended) and
the articles of association of the Company; proper books of account have been kep' by the Company; an
inventory was duly carried out and the contents of the report of the Board of Direutars relating to these
consolidated financial statements are consistent with the baoks of account. We have obtained all the
information and explanations which we required for the purpose of our audit and, to the best of our
knowledge and belief, no violations of the UAE Commercial Companies Law of 19}4 (as amended) or of
the articles of association of the Company have occurred during the year which wou.d have had a material
effect on the business of the Company or on its financial position.

Signed by

Mohammad Mobin Khan
Partner

Ernst & Young
Registration No. 532

22 February 2009
Abu Dhabi
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CONSOLIDATED INCOME STATEMENT

Year ended 31 December 2008

Revonnye
Operating costs
GROSS PROFIT

Administrative and other expenses

Finance costs

Finance income

Other income

Changes in fair value of derivative Hability

Changes in fair value and loss on sale of investments
carried at fair value through income statement, net
Share of results of associates

PROFIT FOR THE YEAR
Attributable to;

Equity holders of the parent
Minarity interests

Basic and diluted earnings per share attributable to
ordinary equity holders of the parent (AED)

The attached notes 1 to 36 form part of these consolidated financial statements,

Notes

L. B -¥

26

11

2048
AED ‘060

734,801
(415.709)
319,092
(145,563)
(31,037)
23,747
3,727
(12,200)

(15,121)
16,90/

109,54}

72,951
-36:581!

109.54¢,

I_ME

2007
AED 000

564,835
(312,063)
252,772
(116,537)
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CONSOLIDATED BA.LAN CE SHEET
At 31 December 2008

ASSETS

Non-current assets

Capital work in progress
Praperty, plant and cquiptnent
Investiments in assoolates
Available for sale investments
Intangible assets

Loan to an associate

Current assets

Inventories

Trade and ather recelvablos

Financial assets carvied at fair value through income statement
Contract work in progress

Propayments

Bank balances and cash

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent
Share capital

Treasury shares

Statutory reserve

Retained earnings

Cumulative changes in fair value of derivatives and available for

sale Investments
Convertible bond — equity component
Reserve for proposed honus issue
Foreign currency translation reserve

Minority interests
Total equity

Non-current liabilitles

Accounts payable and accruals

Interest bearing loans and borrowings
Islamic financing arrangements
Obligations under finance lease
Convertible bond — liability component
Emplayees’ end of service benefits

Current Habilities

Bank overdraft

Accounts payable and aceruals

Interest bearing loans and borrowings
Islamic financing arrangements
Convertible bond — liability component
Obligations under finance lease

Tatal lighilities
TOTAL EQUITY AND LIARILITIES

Khadem Abdulla Al Qubaisi
CHAIRMAN

The attached notes | to 36 form part of these cansolidated financial statements,

16
17
18

15

20
21
22

29

25
27
26
- 28

208 2007
AED ‘Mo AED ‘000
2,764,733 1,123,746
2,626,587 2,018,188

243,232 193,690
58,973 8,487
38,562 38,344

— 42,029 42,029
5,774,115 3.424.434
77,338 34,306

449,273 314,977
58,849 117,390

207,563 179,031

8,787 7,774
_701,98) - 430,262
1.503.76 1,083.740
Z277,88.) 4,308,224
1,213,380 1,134,000

(10,051)) (10,050)
47,43, 36,478
72,730 10,730

(112,189 (8,509)
1,301,674 .
" 79,380
—(66¢) —(143)
2,512,3%%, 1,241,884
161,76¢ 132,971
2.674.08¢. 1,374,855
55,171 77444
185,414 1,092,742
1,669,208 1,009,847
41,272 44,246

256,54 ’ n

17.284 11,267
2,224,968 2.328.546
233,316 61,626
1,458,051 672,904

158,045 57,598

403,576 8,234

118,443 .

4 7.364
2,378,823 —807.823
4,603,794 3.133.369
2,277,8%2 4,508,224
Karl Marietta
CHIEF EXECUTIVE OFFICER

4
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National Central Cooling Company PJSC
CONSOLIDATED CASH FLOW STATEMENT
Year ended 31 December 2008
2008 2007
Notes AED ‘0040 AED ‘000
OPERATING ACTIVITIES
Profit for the year ‘ 109,546 101,163
Non-cash adjustments to reconcile profit for the year
to net cash flows: :
Depreciation of property, plant and equipment 10 62,121 43,480
Amortisation of trademarks 13 3 3
Net movement in employees' end of service benefits 28 5,987 3,042
Share of results of associates (13,0(9) (9,574)
Finance income 5 (23,147) (9,544)
Finance costs 4 81,027 648,697
Loss on disposal of financial assets carried at fair value through '
income statement €0 -
Changes in fair value relating to financial assets carried at
fair value through income statement 15,002 (9,358)
Changes in fair valye of derivative liability 26 12,2400 -
Gain on disposal of property, plant and cquipment (1 -
: 249,159 187,909
Working capital adjustments:
Inventeties (43,032) (7,071)
Trade and other recsivables and prepayments (135,315) 59,427
Contract werk in progress (28,532) (67,084)
Accounts payable and accruals 63,500 135,700
Net cash from operatians 305,780 308,881
Interest paid (113.349) (132.539)
Net cash flows from operating activities 192,231 176342
INVESTING ACTIVITIES
Purchase of propetty, plant and equipment 10 (83,857 (22,831)
Proceeds from sale of property, plant and equipment 133 501,803
Investmeonts in associates 11 (55.93%) (74,676)
Purchase of intangible assets 13 @21) (13)
Procesds on disposal of financial assets carried at fair value
through income statemont 43,428 -
Additions to capital work in progress (1,745,225) (926,258)
Purchase of available for sale investments (69,805) -
Loan to an associate 15 - (42,029)
Investment in bank deposits 19 (226,783) -
Acquisition of minority interest (15,94) -
Interest received 5 23747 __9.544
Net cash flows used in investing activitics (2130470 (854,460

The attached notes 1 to 36 form part of these consolidated financial statements,
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CONSOLIDATED CASH FLOW STATEMENT continued
Year ended 31 December 2008

Note

FINANCING ACTIVITIES.

Share capital injection by minority intercst shareholders of subsidiary
Dividends paid to minarity interests

Interest bearing loans and borrowings received

Interest bearing loans and borrowings repaid

Payment for obligations under finance lease

Islamic financing arrangement repaid

Islamic financing arrangement received

Proceeds from issue of convertible bond

Transaction costs on Islamic financing arrangement

Net cash flows from financing actlyities
NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at 1 January

CASH AND CASH EQUIVALENTS AY 31 DECEMBER 15

2008
AED ‘000

29,414
(21,248)
228,84

(1,045,981

2.2 4)

(20,9¢9)
1,000,600
1,656,146

(11,772)

1.811.450
(126,791)
368,636
241,845

2007
AED 000

(18,223)
463,763
(44,262)
(2,706)
(238,006)

-

160.566
(217,552)
586,138

368,636

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

Jollows:

Fair value adjustment for derivatives of associates

Adjustment of profit resulting from transactions with associates

Accounts payable and accruals — fair value adjustment for derivatives

Transfer fom capital work in progress to property, plant and equipment

Bonus share issue

Movement in forcign eurvency translation reserve

Unrealised {loss) gain on available for sale investment

Interest payable

Aceretion expense on convertible bond — capital work in progress
Amortisation of transaction cost on convertible bond — eapital work in progress
Depreciation allocated to capital work in progress

Contractor payable and accrual — capital work in progress

Finance cost on interest bearing loans and borrowings and Islamic financing
arrangements —capitgl work in progress

Amortisation of prepaid finance costs

. The attached nates 1 to 36 form part of these consolidated financial statements.

(19,40))
3,89
(64,96))
586,695
79,38))
G1)
(19,320
30,501
6,74}
1,65

421,000

83,06,
(7,657

2,503
(24.616)
756,809

£4,000
229
6,607
43,400

(316)
51,340

72,100
(10,419)
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

1 ACTIVITIES

Naticnal Central Cooling Company PISC (“Tabreed” or the “Company™) is registered in the United Arab Emirates
as a Public Jaint Stack Company pursuant to the UAE Commercial Companies Law No, 8 of 1984 (as smended) and
i listed on the Dubai Financial Market. The principal objectives of the Company aro to ¢enstruct, own, assemble,
install, operate and maintain cooling and conditfoning systems. In addition, the Company's objectives include to
distribute and sell chilled water for use in district cooling technologies. '

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

The consolidated financial statements were authorised for issue in zocordance with a resolution of the Board of
Dircctors on 22 February 2009,

21 BASIS OF PREPARATION

The consolidated financial statements are propared under the historical cost convention modified to include the
measurement at fair valuc of derivative financial instruments, share-based payments, finang al assets carried at fair
value through incomo statement and available for sale investments, The consolidated financial statements have been
presented in United Arab Emirates Dirhams (AED) which is the functional currency of the Company. All values are
rounded to the nearest thousand (AED ‘000) exeept when ctherwise indicated,

Statement of compliance

The consolidated financial statements of the Company and all its subsidiaries (the “Group™) have been prepared in
accordance with International Financial Reporting Standards and applicable requirements of the UAE Commercial
Companies Law of 1984 (as amended). ‘ :
Basis of consolidation ' ' :

The consolidated financial statements incorporate the financial gtatements of Tabteed anc! its subsidiaries as at
31 December each ycar, The financial statements of subsidiaries are prepared for the same reporting year as the
parent company, using consistent accounting policies, Al inter-company balances, incono and expenses and
unrealized gains and losses have been eliminated on consolidation.

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

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

2.2 FUNDAMENTAL ACCOUNTING CONCEPT

At 31 December 2008, the Company’s current liahilities exceeded its current assets by AED 875.1 million
(2007: current assets exceeded currcnt liabilities by AED 275.9 million). The financial statements have been
prepared on a going concemn basis a5 management of the Company supported by the Boird of Directors have
expressed confidence in generating funds through working capital and/or restructuring its ou‘rent bank facilities to
engble the Company to meet its liabilitics as they fall due in the foreseeable future. Subsequent to the year cnd, the
Company has commeneced discussions with various financial institutions for the purpose of sesuring additional and /
or restructuring existing loans and borrowings (note 36),
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINAN CIAL STATEMENTS
31 December 2008

23 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURLS

The accounting polx'cies adopted are consistent with those of the previous financial year excast as follows:

The Group has adopted the followiﬁg new and amended IFRS and IFRIC interpretations. as at 1 January 2008.
Adoption of these rovised interprotations did not have any effect on the financial perform ance or position of tho
Group, : , o

IFRIC 12 Service Concession Arrangements

| ]

. IFRIC 11 1FRS 2 Group and Treasury Share Transactions

. TAS 39 (Amended) Financial Instruments: Recognition and Measurement
1 IFRS 7 (Amended) Financial Instruments; Disclosures

24 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMP TONS

The preparation of the Group's consolidated financial statemnents requires management to ma.ce judgments, estimates

and assumptions that affect the reported amounts of revenues, cxpenses, assets and liabilities, and the disclosure of

contingent liabilitics, at the reporting date. However, uncertainty ahout these assumptions an3 estimates could result

E outcomes that coyld require a material adjustment to the carrying amount of the asset or liability affected in the
ture,

Judgments '

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 amaimts tpcognised in the
consolidated financial statements: '

Classification of investments
Financial assets within the scope of IAS 39 are classified as financial assets at fair value through income statement,
loang, or available for sale financial assets, as appropriate, ‘

The Group determines the classification of its financial assets after initial vecognition ard, where allowed and
appropriate, re-evaluates this designation at each finaneial year end.

The Group treats available for salo investments as impaired when there has been a significant or prolonged decling
in the fair value below its cost or where other objective evidence of impairment exists. The d termination of what is
“significant” or “prolonged” requires judgement for which management takes into consid:ration, 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 year ended 31 December 2008 (2007; nil).

IFRIC 4 Determtining whether an Arrangement containg a Lease

Management determines whether an arrangement is, of ¢ontains, a lease based on the substaiice of the arrangement
at inception date of whether the fulfilment of the arrangement is dependent on the use of a spicific asset or assets or
the arrangement conveys a right to use the asset.
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

Y

2.4 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMP TIONS continued

Estimates and assumptions ‘

The koy assumptions concerning the future and other key sources of estimation uncertainty & the balance sheet dato,
that have a significant risk of causing a material adjustment to the carrying amounts of assets anc liabilities within
the next financial year are discussed below:

Useful lives of property, plant and equipment

The Company’s management determines the ostimated useful lives of its property, plant and equipment for
calculating depreciation, This estimate is determined after considering the expected usago f the asset or physical
wear and tear. Management reviews the residual value and useful lives annually and the futiro depreciation charge
would be adjusted where management believes that the vsefisl lives differ from previous estir ates,

Impairment of non-financial assets

The Group assesses whether there are any indicators of impairment for all non-financis! assete at each reporting
date. Goodwill is tested for impairment annually. Impairment testing requires an estimation o!'the value in use of the
cash generating units, Estimating the value in uge also requires the Company to make an ettimate of the expected
future cash flows for any partlally connected plants where the full capacity of the related plat is not contractod for
and also choose 3 suitable discount rate in order to calculate the present value of the cash flyws. The net catrying
amount of property, plant and equipment at 31 December 2008 was AED 2,626.6 millior. (2007: AED 2,018.1
million) and goodwill at 31 December 2008 was AED 38.5 million (2007: AED 38,3 miilion) respectively. No
impairment provision was recognised during the year ended 31 December 2008 (2007; AED riD.

Recognition of convertibie bond liability

Convertible bond liability is recorded at present value of future interest payments discountad z£ the pstimated market
interest rate for an equivalont non-convertible bond: involving similar risk characteristios as of the bond, At each
balance sheot dats the convertible liability is adjusted for unwinding of discount resuiting in an accretion expense,
charged to capital work in progress.

Impairment of gecounts receivable

An estimate of the colleetible amount of trade accounts receivabie {s made when collection o the firll amount is no
longer probable, For individually significant amonnts, this estimation is performed on an individual basis. Amounts
which are not individually significant, but which are past due, are asscssed collectively and a provision applied
according to the length of time past due, based on historical recovery rates.

At the balance sheet date, gross trade accounts receivable were AED 362,7 miltion (2007: AED 238,2 millicn), and
the provision for doubtful debts was AED 5.2 million (2007: AED 3.§ million), Any d ffererce between the
amounts actually collected in future periods and the amounts expected will be recognised in th » eonsolidated income
statement.

Impairment of inventories

Inventories are held at the lower of cost and net realisable value, When inventorios becon ¢ old or obsolete, an
estimate is made of their net realisable value, For individually significant amounts this estimation is performed on
an individual basis. Amounts which are not individually significant, but which are old or nbsolete, are assessed
collectively and a provision applied according to the inventory type and the degree of ageing cr obsclescence, basod
on historical selling prices,

At the balance sheet date, gross inventory was AED 77.3 million (2007: AED 34.3 million). No prcm's‘ion has beon
made for obsolete inventories. Any difference between the amounts actually realised in fiture periods and the
amounts expected to be realised will be recognised in the consolidated income statement,

10
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

24 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS continued

Contracting

When the outcome of a contract can be ostimated reliably, contract revenue and contract essts associated with the
contract are recognised as revenue and expenses respectively by reference to the stage of conpletion of the contract
activity at the balance sheet date. An expected logs on the contract is rocognised as an expense (mmediately,

The outcome of the contract is considered to be reliably estimated when all the following condi ions are satisfied:

a) total contract revenue can be measured reliably;

b) it is probable that the cconamio benefits associated with the contract will flow to the G roup;

c) both the contract costs to complete the contract and the stage of contract completion it the balance sheet date
can be measured reliably; and

d) the contract costs atiributable to tho contract can be clearly identified and measura(! reliably so that actval

contract costs incurred ean be compared with prior estimates,

When the outcome of a constryction contract cannot be estimated reliably revenue is recogniszd only to the extent of
contract costs incurred.

The Group estimates the cost to complete the projects in order ta determine the cost attriy table to revenye being
recogised based on reports from third party independent consyltant,

25 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition ,

Sales are recognised when the significant risks and rewards of ownership of the goads have y assed to the buyer and
the amount of revenue can be measured reliably, For sale of chilled water, revenue comprises of available capacity
and vatiable output provided to customers and is recognised when scrviees are provided,

Contract revenue represents the total sales value of work performed during the year, including thi estimated sales
value of contracts in progress assessed on a perceatage of completion method, measured by referenee to total cost
inourred to date to estimated total cost of the contract, Provision is made for any known losser and contingencies.

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

Connection fee is recognised on a straight line basis over the term of the respective custorier contracts unless it
represents a separately identifiable service and satisfics other criteria for upfront recognition to th e consolidated incomne
statement, ‘

Capital work in progress :

Capital work in progress is recorded st cost incurred by the Group for the construction of the plants, Allecated costs
directly atiributable to the construction of tho assets are capitalised, The capital work in progress is transferred to
the appropriate asset category and depreciated ih accordance with the Group’s policies whun construction of the
asset {s completed and available for vse,

Borrowing costs

Borrowing costs that are direetly attributable to the acquisition or construction of a qualifylny asset are capitalised
(net of interest income on temporary investimont of borrowings) as part of the cost of the rsset until the asset is
commissioned for use, Borrowing costs in respect of completed assets or not atiributable & quallfying assots are
expensed in the period in which they are incurred,
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Property, plant and equipment ‘ -

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment in value, Such
cost i_ncludes the cost of replacing part of the plant and equipment when that cost is incy tred, if the recognition
criteria are met, Likewise, whon a major inspection is performed, its cost is recognised-in the carrying amount of the
plant and equipment as 3 replacoment if the recagnition criteria are satisfied, All other repair and maintenance costs
are recognised in consolidated income statement as incirred. Land is not depreciated. Depreciation is calculated on
a straight-line basis over the estimated useful lives of the assets as follows:

Plant and related integrated assets (inel building) over 30 years

Distribution agsets , over 50 years

Furniture and fixtures over 3 to 4 years
- Office equipment and insttuments aver 3 1o 4 years

Motor vehieles over 4 to 5 years

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

The carrying values of property, plant and cquipment are reviewed for impairment when events or changes ‘in
circumstances indicate the carrying value may not be recoverable, If any such indication exiits and where carrying
values exceed the estimated recoverable amount, the assets are written down to their recoverasle amounts, being the
higher of their fair value less costs to sell and their value in yse.

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

An item of property, plant and equipment is derocognised upon disposal or when no future sconomic benefits are

‘expected from its usc or disposal, Any gain or loss arising on derecognition of the agset (calculated as the difference

between the net disposal proceeds and the carrying amount of the asset) is included in consolidated income
statement in the vear the asset is derecognised.

Investments in associates

The Company’s investments in associates are accounted for under the equity method of accoun ing, These are entities
over which the Company exercises significant influcnce and which is neither a subsidiary nor a joint venture,
Investments in associates are carried in the consolidated balance sheet at cost, plus post-acquisition changes in the
Company’s share of net assets of the associates, less any impairment in value. The eonsolidited incomoe statement
reflects the Company’s share of the results of its associates, Where there has been a change recognized directly in the
cquity of the assoclate, the Company recognises fts share of any changes and discloses this, when applicable, in the
statement of changes in equity. Profits and losses resulting from transactions between the Conypany and the associate
are eliminated to the extent of the interest in the associate, Losses on transaction are recognized immediately if the loss
provides svidenco of a reduction in the net realisable value of current assets or an impairment los:.

The financial statements of the associates are prepared for the same reporting period as the paient Company. Where
necessaty, adjustments are made to bring the accounting palicies in line with those of tho Coampar v,

After application of the equity method, the Group determines whether it is neeegsary to recognisze an additional
impairment loss of the Group’s investment in its associates, The Group determines at each salance date whether
there is any objective evidence that the investment in associate is impaired, If this is the case the Group caleulates
the amount of impairment as being the difference hetween the fair valuo of the associate and th » acquisition cost and
recognises the amount in the consolidated income statement,
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National Central Cooling Company PISC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Interest in joint venture

The Company has an interest in a joint venture which is a Jointly controlled entity, whereay the venturers have a
contractual arrangement that establishes joint control over the economic activities of the entity, The Company’s interest
in its joint venture is accounted for by proportionate consolidation, which involves recognising a proportionate share of
the joint venture's assets, liabilities, income and expenses with similar items in the consolidat=! finarcial statements on
a line-by-line basis. :

The financial statements of the joint venture are prepared for the same reporting period (s the parent company.
Adjustments are made where necessary to bring the accounting policies into line with those of t1e Company,

Adjustments are made in the Company’s financial statements to eliminate the Campany’s share of unrealized gains and
losses on transaction between the Company and its jointly controlled entity, Losses on traissction are recognized
immediately if the loss provides evidence of a reduction in the net realisable value of current agsats or an impairment
loss. The joint venture is propartionately consolidated until the date on which the Company ceases to have joint control
over the joint venture,

Goodwill ‘
Gondwill acquired in & business combination is initially measured at cost being the excess of the cast of the business
combination over the Company’s interest in the net fair valve of tho identifiable assets, liibilitics and contingent
liabilities, Following initial recognition, goodwill is measured at cost less any acoumulated impe irment losses. :

The Campany assesses whether there are any indicators that goodwill is impaired at each repcrting date. Goodwill is
tested for impairment, annually and when circumstances indicate that the carrying value may be impsired,

Impaitment is determined for goodwill by assessing the recaverable amount of the cash-generating units, to which the
goodwill is allocated, Where the recoverable amount of the cash-generating units is {ess than f eir carrying amount an
impairment loss is recognised, Impairment losses rolating to goodwill cannot be reversed [n futare perieds, The
Company performs its annuel impairment test of goodwill ag at 31 December,

Investment and other financial assets

Financial asscts within the scopo of IAS 39 are classified as financial assets at fair value thrcugh income statement,
loans, or available-for-sale financial assets, as appropriate, When financial assets are recogrised initially, they are
measured at fair value, plus, in tho case of investinents not at fair value through profit or loss, directly attributgble
transaction costs. v

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

Trade and sertlement date accounting

All regular way purchases and sales of financial asse{s are recognised on the trade date, wh ch is the date that the
Group commits to purchase the assct. Regular way purchases or sales are purchases or sales of finaneial assets that
require delivery of assets within the period generally established by regulation or convention i1 the marketplace.

Offvetting : .

Financial assets and financial liabilitics are only offset and the net amount reported in the cont olidated balance sheet
when there is a legally enforceable right to set off the recognised amounts and the Company intendls to sither settle
on a net basis, or to realise the asset and settle the lability simultaneously.

Available for sale investments

Avallable-far-sale financial assets are those non-derivative financial agsets that are designated as available-for-sale
or are not classified in any of tho other three categories of financial assets, After initial measurement, available-for-
sale financial assets are measured at fair value with unrealised gains or losses recognised dire:tly in equity until the
investment is derecognised or determined to be impaired at which time the cumulative gein or loss previously
recorded in equity is recognised in the consolidated income statement, Reversal of impairment loss is not recognised
in the consolidated incomo statement,
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

2.8 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued
Investment and other financial assets continuad

Financial assets carried at fair value through income statement
Financial assets at fuir value through incore statement includes financial assets designated npon initial recognition
as at fair value through income statemont, :

Financial assets are designated at initial recognition as at fair value through income statemen' if the assets are part of
3 group of financial assets which are managed and their performance evaluated on a fair value basis, in accordance
with a documented risk management strategy, Financial assets at fair value through  income statement are
remeasured at fair value at each balance sheet date with all changes in fair valve recorded in tae consolidated income
statement,

Loans

Loans are non-derivative financial assets with fixed or detorminable payments that are nat quoted in an active
market. After initial measurement loans are carried at amortised cost using the effective irterest method less any
allowance for impairment, Gains and losses are recognised in the eonsolidated income staten ient when the loans are
derecognised or impaired, as well as through the amortisation process.

Fair vaiye

The fair value of investments that are actively traded in orggnised financial markots is dete mined by reference to
quoted market bid prices at the close of business on the balance sheet date, For investments v/here there is no active
market, fair value is determined using valuation techniques, Such techniques include usirg recent arm's length
market fransactions; reference to the current market value of another instrument which is tubstantially the same;
discounted cash flow analysis or other valuation models. : :

Accounte receivable ‘

Accounts receivable are stated at original inveice amount less a provision for any uncol cetible amounts. An
estimate for doubtful debts is made when collection of the full amount is no longer probable, Bad debts are written
off when there i8 no possibility of recovery.

Inventories
Inventories are stated at the lower of cost and net realisable value. Costs are those expenses incurred in bringing
each product to its present location and sondition, as follows: ‘

*  Raw materials, consumables and goods for resale - purchase cost on the basis of wuighted average cost,

¢ Work in progress - costs of direct materials and Jsbour plus attributable
overheads based on a normal Jevel of activity.
* Finighed goods o= costs of direct materials and lebour plys attributable

overheads based on a normal le el of aetivity.

Net realisable value is based on estimated selling prioe less any further costs expeeted to be iticurred on completion

" and disposal,

Contract work in progress :
Contract work in progress represents cost plus attributable profit less provision for foreseeab e losses and progress

payments received and receivable.

Cash and cash equivalents _
For the purpose of the consolidated cash flow statoment, cash and eash equivalents consist f cash in hand, bank

balanees, and shortrtorm deposits with an original maturity of three months or less, net of outstai: ling bank overdrafis,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Impairment and uncollectibility of financial assets

The Group assesses at each balance sheet date whether there is any objective evidence that & £ nancial asset or a group
of financial assets ig 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 result of one or mere events that has occurred af er the Initial 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. 1f such evidenes. exists, any impaitment
logs is recognised in the consolidated income statement, Impairment is determined as follows:

(@) For assets carried at fair value, impairment is tho différence betwoen cast and fair value, less any impairment
 loss previously recognised in the consolidated incame statement. Roversals of impairrient i respect of equity
instrurments classified as available for sale are not recognised in the consolidated incenie statoment;
(&) For assets catried at cost, impairment is the difference between carrying value and thy: present value of futyre
cash flows discounted at the current market rate of return for a similar financial asset.

Treasury shares

Own equity instruments which are reacquired (tweasury shares) are deducted from equity, No gain or loss is
recognised in the consolidated income statement on the purchase, sale, issue or cancellation pf the Company’s own
equity instruments. _

Accounts payable and accruals
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the
supplict ar not,

Provisions . :
Provisions are recognised when the Group has an obligation (legal or constructive) arising frem a past event and the
cost ta settle the obligation is both probable and able to be reliably measured.

Interest bearing loans & borrowings and Islamic financing arrangements
Interest bearing loans & borrowings and Islamio finaneing arrangements are initially recogr ised at the fair valyes
less directly attributable transaction costs.

After initial recognition, interest bearing loans and borrowings and islamic financing srrangetnents are subsequently
measured at amortised cost using the effective interest method.

Mandatory eonvertible bond : :
Mandatory convertible bond is separated into Liability and equity components based on the tetins of the bond.

On issuance of the mandatory convertible bond, the fair value of the liability component is determined by
discounting the future cash flows pertaining to the coupon payments using an estimated mar cet interest rate for an
equivalent non convertible bond. Fair value of derivative liability, arising from a fixed range of variability in the
number of sharet to be issued to the bond holders is initially recognised at its fair value and subsequently
remeasured at cach reporting dato with the changes it fair value taleen to the ¢onsclidated inco ne statement.

The balance of the proceeds is allocated to the equity conversion portion and recognised unlet a teparate heagling
under shareholders’ equity. On conversion at mafurity, the par value of the ordinary share; issusd is recognised
under share capital and any surplus recognised under sharo premiurm,

Transaction costs are allocated hetween liability and equity components of the convertible bond based on allocation
of initial proceeds from the bond between the liability and equity components,
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NOTES TO THE CONSOLIDATED FINAN CIAL STATEMENTS
31 December 2008

25 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Derecognition of ﬁnurncial, linbilities
A finanoial liahility is derecognized when the obligation under the liability is discharged ar eancelled or expires.

When an existing financial liability is replaced by another from the same lender on substan ially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modifeation is treated as a
derecognition of the original liability and the recognition of a now liability, and the diffcrence in the respective
carrying amounts is recoghised in the consolidated income statement,

Leascs

Finance leases, which transfer to the Group substantially all the risks and benefits inciden:al to awnership of the
leased item, are capitalised at the inception of the leage at the fir value of the leased proparty or, if lower, at the
present valye of the minimum lease psyments. Lease payments are apportioned between tiie finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining nalance of the lisbility,
Finance charges are reflected in consolidated income statement.

Capitalised leased assets are depreciated aver the shorter of the estimated useful life of the aiset 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 payments are recognised as an expense in consolidated income statement on a straight line basis
over the lease term:.

Employees' end of service benefits

The Group provides ond of service benefits to its expatriate employees. The entitlement to these benofits is based
upon the employces’ final salary and length of service, subject to the completion of 2 minimum service period, Tho
expected costs of thege benefits are accrued over the period of employment, ‘

With respect to its national employees, the Groyp makes contributions to the relevant UAY. Government pension
scheme calculated as a percontage of the employees’ salaries, The obligations under these schemes are limited to
these contributions, which arc expensed when due,

Share«based payment transactions ‘ . :
Qualifying employees (including senior cxecutives) of the Company recejve part of their reniyneration in the form
of share-based payment transactions, The employees are granted notional units of Company’s ordinary shares which
are scttle able in cash (‘cash-settled transactions’). The cost of the cash settled transactions is measured initially 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 prant with
recognition of a corresponding liability. The liability is remeasured at each balance sheet dare up o and including
the settlement date with changes in fair value recognised in the consolidated income statem :nt or eapital work in
progress, as applicable.
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decqmber 2008

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 associated with interest rate and foreigr currency fluctuations
rospectjvcly. Buch derivative financial instruments are initjally recognised at fair value ca the date on which 8
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 liabilitiot when the fair value is negative,

Any gains or losses arising from changes in fair value on derivatives during the year that d> not qualify for hedge
accounting are taken directly to consolidated income statement,

The fair value of inferest rate swap contragts is determined by reforence to market values 1or similar instruments,
The fair value of forward currency contracts is caleulated by reference to curreney forwurd exchange rates for
contracts with similar maturity profiles,

Far the purpose of hedge accounting, hedges are classified as:

. cash flow hedges when hedging exposure to variability in cash flows that is either ait ibutable to a patticular
risk associated with a recognised asset or liability; or

] fair value hodges when hedging the exposurc to changes in the fair value of an urrecognised firm
comunitment,

At the inception of a hedge relationship, the Company formally designates and documents th : hedge relationship to
which the Company wishes to apply hedge accounting and the risk management objective and stratesy for
undertaking the hedge. The documentation 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 hedging insirument’s effectiveness

_in offsetting the exposure to changes in the hedged item’s cash flows or fair valves, as applicible, attributable to the

hedged rigk. Such hedges arc expected to be highly effective in achicving offsetting changes in cash flows or fair
values, as applicable, and are assessed on an ongoing basis to determine that they actually hawvi: been highly effective
throughout the financial reporting periods for which they were designated.

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

Amounts taken to equity are transforred to the consolidated income statement when the hedyred transaction affects
the consolidated income statement, such as when the hedged financial income ot financial ex ense is recognised ot
when 2 forecast sale occurs, Wheore the hedged item is the cost of a non-financial asset or non-financial liability, the
amounts taken to equity are transferred to the initial carrying amount of tho non financial asset or liability,

If the forecast transaction or firm commitment is no longer expected to ocour, amounts previously recognized in
equity are transferred to consolidated income statement, If the hedging instrument oxpires or is sold, terminated or
exercised without teplacement or rollover, or if its designarion as & hedge is revoked, amounts previously recognised
in equity remain in equity until the forecast trangaction or firm commitment opours.

Fair value hedges

The change in the fair value of a hedging derivative is recognised in the consolidated incom? statement, When an
unrecognised firm commitment is designated as a hedged item, the subsequent eumulative change in the fair value
of the firm commitment attributable to the hedged risk is récognised as an asset or liability with a corresponding
gain or loss recognised in the consolidated income statement. The changes in the fair ‘/alue of the hedging
instrument are also recognised in the consolidated income statoment,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Foreign currencies

The consolidated financial statements are presented in United Arab Emirates Dirthams (AED), which is the
Company's functional and presentation currency, Each entity in the group determines its own fanctional curreney
and items included in the financial statements of each entity are measured using that funetion il currency,

ljrar_xgaétions in foreign currencies are recorded at the rate ruling at the date of the transsetion, Monctary assets and
liabilitics denominated in foreign currencies are refranslated at the rate of exchange ruling ot the balance sheet date,
All differences are takon to the consolidated income statement.

The assets and liabilities of foreign subsidiaries are translated into UAR Dirhams at the rate 0" exchange ruling at the
balance sheet date and the income statement is translated at the average exchango rates for t1e year, The exchange
differences arising on translation are taken directly to a separate component of equity. On disposal of a foreign
entity, the deferred cumulative amount recognised in equity relating to that particular foreign operation is recognised
in the consolidated income statement,

Financial instruments
Financial instruments comprise financial assets and financigl liabilities,

Financial assets comprise available for sale investments, Joan to assoaiate; financial assets carried at fair value
through income statement, receivablos, deposits and bank balances and cash. Pinanciu liabilitics comprise
payables, bank overdraft, loans, liability cotnponent of convertible bond and finance leases.

The fair value of interest bearing items is estimated based on discounted cash flows using ntercst rates for items
with similar torms and risk characteristics. The fair value of investments traded in organised markets is determined
by reference to quoted market bid prices. The fair value of managed funds is detormined by 1eference 1o 4 net asset
value assessment conducted by an independent third party.

2.6 FUTURE CHANGES IN ACCOUNTING POLICYES

Standards and interpretations issued but not yet effecﬁve and not applied by the Compsuy

IFRS 3R Business Combinations and JAS 27R Consolidated and Separate Financial Staternents

IFRS 8 Operating segments '

IAS 1 Revised Presentation of Financial Statements

IFRS 2 Share Based Payments (Revised) '

IAS 23 Borrowing Costs (Revised)

Improvements to IFRSs (2007 Project)

In the opinion of management, the adoption of the above standards and interpretatibns will I ave no impact on the

financial position or performance of the Group, However, they will give rise to amendments to the presentation of
the financial statements and additional or amended disclosures.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Docember 2008

3 SEGMENTAL ANALYSIS

The primary segment reporting format is determined to bo business segments as the Group’s risks und rates of return
are affected predaminantly by differences in the products and services produced. The Group is organised in one
geographical segment and consequently, no secondary information is required to be provided. The operating
businesses are organised and managed separately according to the nature of the products anc 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, mechanice! coding and sanitary
engineering works,

The ‘chilled water’ segment constructs, owns, assembles, installs, operates and inaintains ¢¢ oling and conditioning
systems. Inaddition, the segment distributes and sells chilled water for use in district eooling technologies,

The ‘contraetihg’ segment is involved in construction of air conditioning chilled water central stations and networks
for new ar existing buildings,

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

chmeﬁt revenue, segment expense and segment result include transfers between buginess segments, Those
transfers are eliminated on consolidation,

The following tables present revenue and profit snd certain other information régardinn,g the Group’s business
segments.

Chilled
Services water  Contracting Manufacturing  Elininations Total

AED '000 AED 000 ABD '000 - AED ‘000 AFED ‘060 AED '000
2008
Ravenue :
External rovonue 126,786 278,069 126,321 203,625 - 734,801
Intop—segment revenue 11,974 3 - 8,189 {20,486) .
Total ravenue 138,760 278,592 126321 411814 (20.486) 234,801
Result .
Segment reault 50,008 46,191 30,013 50,955 —2 177,257
Finance costy - (81,037)
Changes in fair valuo of derivative liability _ (12.200)
Finance incorne 23,747
Changes in fair value of investments, net ) ; (15,122)
Share of rosults of aseeciates 14,901 16.901
Profit for the year ’ : 109,546
2007
Rovenye K .
External revenug 107 430 207,819 103,211 146,375 . 564,815
Inter=-segment revonte 13,291 348 . : (14.138) -
Total revero Copom 200667 1033 146375 04130)  _564835
Result
fagment result 42,509 -36.840 25,387 38,145 — 138,881
Finance costs ' (68,697
Finanae income _ 8,544
Changes in fair value of investments, net DASs8
Share of rasults of associates v 12,077 12077
Profit for tho year ' 101,163
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Degember 2008

3 SEGMENTAL ANALYSIS continued
Chilled
Services water . Contructing Mamgfucmwing  Usallocated Tota}
AED ‘000 ABD ‘000 AED ‘000 AED 000 4ED 000 AED '00p
2008
Other information
Segnent nascts 173,875 5,754,934 347,380 188,518 - 6,464,407
Investments in associates - 243,232 - . - 243,232
Unallocatad assats - - = —_— 870243 570,243
Tatal assets 173,895 5,998,166 347,380 158,518 510243 2,277,882,
Segment Jiabilitics 76,062 879;893 514,101 60,421 - 1,530,477
Lrnaliocated ligbilitics - - z - 3,073,317 3,073,317
Tatal liabilities 26,062 879,393 §14,101 60,421 1,023,317 4,603,794
2007
Other infarmation
Segment assets 116,691 3,430,491 228,167 113,395 - 3,888,744
Investments jn asgocistas - 193,690 - - - 193,690
Unallocated assets . - . - 425750 425,790
Total asgets _ L8601 © - 3.604.18) 228,167 113,395 =225740 4,308,274
Segment liabil{ties 27,114 486,379 233,102 15,020 - 761,615
Unalloeated liabilities - - - - 1371754 2,371,754
Total linhilities =274 486,379 233,102 13,020 PCYANVEE: 4,133,369
’ Chilled
Services water  Contraeting ManuBemwring Total
AED '000 AED ‘000 AED ‘000 <& 000 AED 000
2008
Capital expenditure:
Property, plant and equipment 9 _#82162 = =286 —83,857
Capital work in prograss —= 2,047,602 — 15442 2,063,014
Totangiblo asset - 221 — 221
Depraciation £77 =H1842 334 3,668 = (2,121
2007
Capital expenditupe:
Property, plant and equiptent 29 20,544 n2E 543 22831
Capital wark in progress — L,139.280 - 16,530 1135820
Dapraciation 3] =445 A4 4252 3286
4 FINANCE. COSTS
2008 2007
AED 000 AED 000
Interest bearing loans and borrowings and overdrafis 21,237 45,208
Islamic financing arrangements 56,129 22,175
Interest element of finance lease —3.671 L34
w057 68,697
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NOTES TO THE CONSQLIDATED FINANCIAL STATEMENTS
31 December 2008

5 FINANCE INCOMTF.

2068 2007
AED ‘009 AED ‘000
Interest income on loan to an associate (note 15) 1,045 463
Interost income on bank deposits ’ 22,700 9,081
—23,741 —93.544
6 PROFIT FOR. THE YEAR
Profit for the year is stated after charging:
200 2007
AED ‘G AED 000
Costs of inventoties recognised as an expense 147,864 110,656
Staff costs
Included in operating costs 31,041 24,205
Included in administrative and other expenses 74,840 __59.851
105,841 —84,056

7 BASIC AND DILUTED EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT

Basic and diluted camings per share are calculated by dividing the profit for the year atiributible 1o ordinary equity
holders of the parent by the weighted average number of ordinary shares cutstanding durng the year, plus the
welghted averagoe number of ordinary shares that would be jssued on the conversion of mandsiory convertible bond.

The following reflects the income and share data used in the basic and diluted eamings per share coraputations:

2008 2007
Profit for the year attributable to ordinary equity holders of the parent
for basic and diluted earnings (AED '000) el 2,958 711,907
Weighted average number of ordinary shares (oxcluding treasury shares)
outstanding during the year (*000) 1,203,330 1,203,330
Effect of convertible bond (*000) 417,699 -
Weighted average number of ordinary shares (excluding treasury shares)
adjusted for the effect of convertible bond (*000) 1,621,029 1,203,330
Bagic and diluted earmingg per share (45D) 0,04 —0.06

The weighted averago tiumber of ordinary shares in issue, used in the determination of the basi and dilutod carninge
per share for the vear ended 31 December 2007 has been adjusted for the effect of the bonus share issue in 2008
(note 20).

Basic and diluted earnings per share has been caleulated on the basis of maximum number of shares that may be,
issued for convertible bond {(note 26).
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National Central Cooling Company PISC

NOTES TO THE CONSOLIDATED FINANCIAL STATEI\/IENTS
31 December 2008

8 SUBSIDIARIES

The consolidated financial statements include the financial statements of the Company and -he subsidiaries listed in
the following table:

Country of Percentage of holding
incorparation 2008 and 2007
Gulf Energy Systems LLC UAE -100 100
National Contral Cooling Company Ras Al Khaimah LLC - UAE 100 100
Emirates Preinsulated Pipes Industries LLC UAE 60 60
Installation Integrity 2000 LLC UAE 60 60
CoolTech Energy Water Treatment LLC (formerly BAC
Balticare Gulf LLC) UAE 100 . 100
Summit District Cooling Company UAE 100 51
Bahrain Distriet Cooling Company Bahrain 74 68
Ian Banham and Associates UAE 70 70
Tabreed Holdings WLL Bahrain 100 100
Tabreed LL.C Oman : Oman 100 100
Tabreed Captive Insurance Company B,S.C. Bahrain 100 100
Installation Integrity 2006 WLL Qatar 52 §2
Tabreed Oman SAQC Oman 60 60
Sshara Cooling and Air Coenditioning LLC UAE 51 51

Tabreed acquired & 51% interest in Summit District Cooling Company (SDCC) on 29 May 2( 04, SDCC commenced
its commereial activities thereafter. During the year, the Company has acquired from Surni:omo Corporation their
49% sharcholding in SDCC, The Company’s accounting policy for such acquisition is bassd on the parent entity
extension method whereby the difference. between the consideration and the book value of the ghare of net assets
acquired is recognised as gaadwill,

2008

AED ‘000

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

Tabreed acquired 2 55% interest in Bahrain District Cooling Company (BDCC) on 31 October 2004, BDCC
commenced its commercial activities thereafter, During the year, Tabreed invested an additicnal arnount of AED 49
million. Tabreed's interest in BDCC as of 31 December 2008 increased to 74%.

Tabreed Oman SAQC was incorporated in the Sultanate of Oman and registered as a lim ted linbility company.
During the year, an amount of AED 38,25 million was invested in Tabroed Oman 8:40C, representing the
Company’s sharo of increase in share capital, Tabreed Oman SAOC has not started conunercizl activities as at
31 December 2008,
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31 December 2008
9 CAPITAL WORI§ IN PROGRESS
The movement in capital work in progress during the year is as follows:
2008 2007
AED ‘469 AED ‘000
Balance at 1 January 1,123,745 674,19
Additions during the year 2,063,014 1,155,820
Transfor to property, plant and cquipment (note 10) =~ (586,69 5) (756.809)
2,600,065 1,073,202
Advanoces to contractors . 164,063 50,544
Balance at 31 December | 2,764,733 1,123,746

At 31 December 2008, capital work in progress amounting to AED 294 millian (2007: AED 214 million) is held as
security against interest bearing loans and borrowings (note 24) and AED 324 million (2007: AED 299 million) is
held as security against Islamic financing arrangements (note 25), ncluded 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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008
10 PROPERTY, PLANT AND EQUIPMENT
Offiee
Land, plant Furntture equipment
and  Distribution and and Metor
buildings nemwork fiwtures  insmruments vehivles Total
AED '000 AED '000 AED '000 AED ‘000 ABD 100 AED '000
2008
Cost:
At1 Janugry 2008 1,601,719 547428 3,150 21,850 2,780 2,181,967
Additions 79,843 . 1,169 2,359 486 83,857
Transfor from capitat
work in progress (note 8) 429,003 157,652 - - - 586,605
Disposals : - — — {420)  ___(529)
At 31 Decembar 2008 2,110,565 705,120 9,359 24209 2,137 2,851,990
Deprociation:
At 1 Januyary 2008 114,370 30,041 6,022 11,244 1,705 163,582
Charge for the year 4B.403 10,219 821 1,803 273 62,121
Relating to disposals - - - : (497 {497)
At3] December 2008 162973 40860 G843 13047 1483 228206
Net earrying amount at
31 Deeembor 2008 before
provigion for impairment in valye 1,947,502 664,260 2,316 11,162 1,254 2,626,784
Provision for impairment £197) . — —_— — —{187)
Not carrying amownt;
At 31 December 2008 1.247,395 664,260 2518 1L162 12584 2,626,587
2007
Cost:
At 1 January 2007 1,036,638 340,628 6,793 16,213 2,105 1,402,327
Additions 15,022 - 1,397 5,737 675 22,831
Transfer from capitst
wark in progress (note 9) 550,000 206,800 I —_— —_— 756,800
A1 31 Dacomber 2007 1601719 547428 8180 21,850 2,780 2481.967
Deproclation; ‘
At 1 January 2007 80,905 23,347 5,028 8,605 1,401 119,786
Charge for the year 33665 4,404 904 2336 3% 9
A(31 December 2007 114,570 230,041 £.022 11244 17085 163,582
Net earrying amount at
31 Deoamber 2007 before
provision for impairment in vatue 1,487,149 517,387 2,168 10,606 1,075 2,018,385
Provisian fer impairment (197) . —_— -— — —(187)
Net earrving amount: ’ '
At 31 Deccmber 2007 1486952 272,387 2168 10,606 L&ZS 24018188
The depreciation charge for tho year has been allocated as follows:
2003 2007
AED ‘04 AED '000
Included in operating costs 56,861 37,721
Included in administrative and other expenges 5,285 5,759
Included in capital work in progress — __ 316
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National Central Cooling Company PISC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

10 PROFPERTY, PLANT AND EQUIPMENT continyed

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 23) and under sale and leaseback financing arrangements gmounted
to AED 1,252 million (2007: AED 1,708 million), The plants are constructed on land wilich has been granted to
Tabreed and its subsidiaries at nominal or no cost to them,

Net baok value of plants amounting to AED 55.3 million (2007; AED 56,6 million) are beld under finance lease.
The leased assets arc pledged as security for the related finance lease (note 27),

11 INVESTMENTS IN ASSOCIATES

The Company has the following investments in assaciates:

{wnership
Country of incorporation 2008 2007
Industrial City Cooling Company United Ayah Bmiratos ' 204% 20%
Qatar Central Cooling Company PFSC State of Qarar 44% 44%
Tabreed Disirict Cooling Company (Saud) Kingdom of Saudi Arahia 2% 25%
Jordanian Company for Central Rnergy (PLS) Jordan 50%% 50%
Sahara Cooling Limited United Arab Emirates 40%% 40%

The associates are involved in the same business activity as Tabreed. The reporting datos for the associates are
identical to Tabreed.

The following illustrates summarised information of Tabreed’s investments in associates:

200% 2007
AED 009 AED ‘000
Share of the associates’ balance sheots: ‘
Current assets - 163,247 172,120
Non-cutrent assets 720,86) 501,545
Current liabilities (77,96:35) (98,317)
Non~current liabilities ‘ (886.51) (379,164)
Net asscts 249,62 196,193
Share of the associates’ revenues and results:
Revenues _76.96:; . 46,409
Regults (as adjusted by profit resulting from transactions between
the Company and the associates amoynting to AED 2,8 million (2007: 2,5 million) 16901 12,077
Carrying amount of the investments ' 24323 193690

Net assets of associates include the Company's share of fair value of derivatives of associttes AED 19.4 million
(2007: AED nil). Management helieves that the carrying value of the investments will be realiied in full.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

11 INVESTMENTS IN ASSOCIATES continued

Tabreed invested an amount of AED 55 9 million (2007: AED 74,6 million) representing ils share of share capital

issued by the assaeiates during the year as follows:

2008

AED ‘Ao

Qatar Central Cooling Company PISC -
Tabreed District Coaling Company (Saudi) 24,514
Jordanian Company for Central Energy (PLS) 31,419
Sahara Cooling Limited —_—
S5823

12 INTEREST IN JOINT VENTURF,

2007
AED '000

53,628

21,088
14876

Tabreed has a 51% equity interest in SNC Lavalin Gulf Contractors LLC, = jointly controlled limited lighility
company which is involved in engineering, procurement, construction and constryction mar agement in the field of
District Cooling, As all construction activity relates to the Company, no revenues or experscs of the joint venture
for the years ended 31 December 2008 and 2007 arc included in the consolidated income staiement. The Company’s
share of the ynrealised gain arising from the joint venture’s profit for the yoar amounts to AD 8.5 million (2007:
AED 39 million) and is credited against the capital wotk in progress balance during the year.

Tabreed's share of the assets and liabilities of the joint venture included in the consolidatd balance sheet are as

follows:
2001
AED ‘007
Current assets 449,301
Nonwcurrent assets e &
449,301
Current liabilities (380,441)
Non-current liabilities - (183D
Total G700}
13 INTANGIBLE ASSETS
. Goodwill Trademarks
2008 L2007 2008 2007 2008
AED ‘000  AED '000 AED 000 AED ‘000  AiD ‘040
Balance at 1 January 38,334 38,334 10 - 38,344
Additions during tho yoar (note 8) 221 - - 13 221
Amortisation for the yesr = = 3 3 —t3)
Balance at 31 December © 385§ 38,334 2 10 38,562

2007
AED ‘000

214,591

165

214,756
(170,439)
—(879)

Total
2007
AED 000

38,334
13

3
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008 ‘

14 IMPAIRMENT TESTING OF GOODWILL

Carrying amount of goodwill allocated to each of the cash generating units is as follows;

2008 2007

AED ‘00 AED ‘000

Tan Banham & Associates 27,'!j 1 27,711
Tabreed 1 Distriet Cooling Plant ~ : 9,712 9,712
Other ' 1,132 o11
Total 38,58 38,334

Goodwill acquired through business combinations has been allocated to the following main individual eash-
generating units, for impairment testing:

. lan Banham & Associates cash-generating unit relating to goodwill arising fromn acquisition of equity
interest in lan Banham & Asgociates; and

. ‘Tabreed 1 District Cooling Plant relating to goodwill arising from acquisition of Gu £ Energy Systems.

Ian Banham & Associates

The recoverable amount of Ian Banham & Associates unit has been determined based on a value in use caleulation
using revenue and cost cash flow projections prepared by an external consultant in the year ended 31 December
2004 and updated by the seniot management to cover a five-year period ending 31 December 2013. The discount
rate applied to the cash flow projections is 25% (2007: 25%), Revenue is earned from projects supervision and
study and design contracts. 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, Contract costs primarily represent salaries and related benefits of
technical staff such as engineers and other administrative costs, Such costs are included in the model baged on
current expected market trend, At a discount rate of 25%, assuming no increase in net incom  from the original cash
flow projections prepared by an external consultant in the year ended 31 December 2004, tae gopdwill would still
not be impaired. Consequently, management believes no reasonable change in the revenue. cost and discount rate
agsumptions would cause the carrying amount of goodwill to exceed its recoverable amount,

Tubreed 1 District Cooling Plant ,

The recoverable amount of Tabreed 1 District Cooling Plant unit is also determined based on a value in use
caleulation using cash flow projestions, Revenue comprises of available capacity and variablo output based on
signed contract with customer for a period of 20 years, As the usefill life of the plant is assessed as 30 years, the
Company has used tho remaining usefil life of the plant of 23 years at the year end in thi: model based on rates
currently agreed with the enstomer, The management is confident that the current 20 year cot tract with the eustomer
will be extended for the remaining useful life of the plant, The operating costs mainly reprosent ¢ost of utilities to
operate the plant and salaries and related benefits of staff and are determined based on nranagement’s approved
financial forecast, The discount rate applied to the cash flow projections is 9.4 %. (2007 3.4%). A general price
inflation level of 5 9% (2007: 5%) has been applicd to the cash flows. The basis used to detertnine the value assigned
to the price inflation iz management’s estimate of the long term sverage forecast for the United Arab Emirates,
Given the headroom in tho cash flow projections, management believes no reasonable change in the revenue, cost
and diseount rate assumptions would cavze the carrying amount of goadwill ta exceed its reccverable amount,
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

15 LOAN TO AN ASSOCIATE
During 2007, the Company granted a loan of AED 42 million to $ahata Cooling Limited, an associate campany, The

loan is unsecured and interest is charged at LIBOR + 0,85%. The amount is not expected ta be repaid within twelve
manths from the balanee sheet date,

16 TRADE AND OTHER RECEIVABLES

208 2007

AED 0 AED '000

Trade receivables 357,441 234,412

Receivable from a related party on disposal of property, plant and equipment - 23,197

Amountg due from other related parties 25,600 30,852

Advances to contractors and employees 54,133 17,032
Deposits and other receivables A2,048 2484 ‘

44909 314977

As at 3] December 2008, trads receivables at nominal value of AED 5.2 million (2007; AED 3.8 million) wete
impaired and fully provided for. Movements in the provision for impairment of trade receivahles were as follows:

2008 2007

AED ‘300 AED ‘000

At 1 January 3,771 3.807
Charge for the year \ 5,959 75
Amounts written off ' (3.901) (11D
At 31 December 8223 3771

As at 31 December, the ageing analysis of trade ressivables is as follows:
Past due byl not impetired
Neither past
due nor 30-60 60 — 80 W~ 120

Total impaired < 30 days days days dgps =120 days

. AED'000  AEDQ00  AED'O00  AED'000  AED00G  AED'0O00  AED000
2008 ' 357,491 169,143 37,961 38,842 35,702 29,345 46,458
2007 234412 116,704 29,343 31,164 11,303 7.203 38,603

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

Trade receivables are non-interest bearing and are generally oty 30 ~ 60 days terms,

For terms and conditions relating to related party recefvables, refer to note 30,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

17 INVESTMENTS

17.1  Available for sale investments

Available for sale investments consist of investment in a listed equity with a carrying amcunt of AED 2.2 million
(2007: AED 8.5 million) and investment in a managed fund with a carrying amount of AED 56,7 million
(2007: AED nil). These investments are measured at fair value determined by reference to & published price
available in an active market, Changes i fajr valuo of these investments are recognised directly in equity (note 22).

17.2  Financial assets carried at fair value through income statement

Financial assets carried at fair value through income statement comprise of investments in soveral managed funds,
These investments are measured at fair value determined by reference to a published pric» available in an active
market, These investments are classified under this category as they are managed and their performance is evaluated
on 2 fair value basis, in accordance with the Company’s documented risk management stratoyry.

Geographical concentration of financial assetl‘s carried at fair valye through income statemet and available for sale
investments is as follows: |

% 2008 2007
\

AED ‘009 AED ‘000
Within UAE 2,281 8,487
Outside UAE ' 115,43} 117.350
| 117,813 125,877

18 CONTRACT WORK IN PROGRESS
2004 2007
AED o)) AED 000
Cost plus attributable profit . 509,74() 400,631
Less: progress billings ‘ ' (302,170) (221.600)
207,56:; 179,031

19 CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the consolidated eash flow statement include the tollowing consalidated
balance sheet amounts:

2004 2007

AED ‘opt AED ‘000

Rank balanoces and cash 291,548 172,378
Bank depogits 410,401 257884
. 701,959 430,262

Bank overdraft (233,326) (61,626)
Bank deposits with original maturities in excess of three months (226,788) .
241,843 368,636

Bank deposits attract a fixed rate of interest ranging from 1,14% to 4.85% per annum (20)7: 2.5% to 4.5% per
annumy). ~
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National Central Cooling Company PISC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

19 CASH AND CASH EQUIVALENTS continuyed

The bank overdraft facility is secured against cotporate guarantee and lefter of awareness from the Company and
pledge over short term deposits of AED 29.2 million (2007: AED 26,8 million).

Geographical concentration of bank balancos and cash and bank deposits is as follows:

2008 2007

AED *0(0 AED ‘000
Within UAE ' 610,284 321,246
Outside UAE 91,678 109,016

701,353 430,262

20 SHARE CAPITAL

2008 2007
AED ‘009 AED 000

Authorised, issued and fully paid up share capital
1,213,380,000 ordinary shares at ARD 1 each
(31 December 2007: 1,134,000,000 orditary shares of 1 each) L213,38() 1:134,000

At the Annual General Meeting held in March 2008, the shareholders approved the issue of konus shares amounting
to AED 79,38 million (2007 AED 84 millicn). The rogistration of the bonue 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 employec incentive scheme in accordance with the Board of Dirvctots resolution dated
17 December 2000. The Company subsequently eontributed an amount of AED 10,05 milliin to o shareholder for
tho purchase of the Company’s ordinary shares and 10 act as a custodian for such shares. Ths Company retains the
significant risks and rewards associated with those shares.

No gain or loss is recognised in the consolidated incomo statement in respect of these treasury shares,

Share based payments

The employee incentive scheme (*the schome?) grants notional units of the Company’s ordinay shares to qualifying
employees, at nil consideration, on recommendation of the remuneration committee of the Coy npany. These notional
units of the Company’s ordinary shares are exercised in cash in accordance with the terns of {he schome, and
accordingly the arrangement is classified as cash settled share based payment transactions.

At 31 December the employee incentive scheme had outstanding notional wnits of the Cornp any's ordinary shares
analysed as follows:

~No. of shares

2008 2007
At 1 January 1,615,990 1,531,374
Notional units of the Company's ordinary sharcs granted during the year 702,540 557.675
Bxercised duritig the year {596,391 (473.059)
At 31 December ‘ 1,122,139 1,615,990
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

21 TREASURY SHARES AND SHARE-BASED PAYMENTS continued
The weighted average fair value of notional units granted during the year was AED 2.59 (20)7: AED 3,37).

The employee incentive scheme liability is resmeasured at each balance sheet date up to and including the settlement
date|with changes in fair value recognised in the consalidated income statement or capital work In progress, as
applicable (refer below). The carrying amount of liability as at 31 December 2008 was AED 0.9 million (2007;: AED
3.5 million).

The partion of gain (loss) arising from the re-measurement at each balance sheet date and new shares granted during
the year are included in tho eonsolidated financial statements as follows:

2008 2007

| AED 460 AED ‘000

Credit / (charge) to administrative and other expenses , 1,119 (10
Credit / (charge) to capital work in progress 1,595 (40)

The amount credited to / (charged under) capital work in progress relates to employees who are directly attributgblo
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 artielus of association of the
Compsny, 10% of the profit for the year is transferred to the statutory reserve, The Coainpany may resolve to
discothinue such transfers when the reserve equals 50% of the share capital. The resore is ot available for
distribution,

Other reserves
Cumulative Cunt ‘ative
changes in changes in
Jairvalue - availab ‘e for
of derivatives sole investitents Total
AED 000 ARD 000 AED ‘000
Balance at 1 January 2007 9,500 - 9,500
Net movement in fair value of cash flow hedges (24,616) - (24,616)
Net movement in fair value of available for sale investments s 4,607 ..6.607
Ralance at 31 Decomber 2007 (15,116) (,607 (8,509)
Net movement in falr valug of cash flow hedges (84,360) - (84,360)
Net movement ity fair value of available for salo investments —_ (€,320) (19.320)
Balance at 31 December 2008 ' (92,476 4.23) £112,189)

Inclyded in the movement in fair value of cash flow hedges is a dobit amount of AED 19.4 m Ilien (2007: AED nil)
relating to the Company’s share in the movement in fair value of cgsh flow hedges in an associito.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2008

23 DIVIDENDS AND BOARD OF DIRECTORS® REMUNERATION

The Board of Directors has not proposed a dividend for the p
| ; year etded 31 December 20008 (2007:
dividend of AED 0,07 per share amounting to AED 79 million), ¢ Boms share

No remuneration is proposed for the members of the Board of Directars for th 2
oo A irectors e year en: ied 3? December 2008

24 INTEREST BEARING LOANS AND BORROWINGS

Effective interest 2008 2007

rare % ALD ‘000 AED ‘600
Current .
Temm loan 1 BIBOR +1.25% 125 250
Term loan 2 LIBOR +1.25% - 4,583
Term loan 3 EIBOR +0,90% 3,000 2,389
Temm loan 4 LIBOR + 1,3% 0 2% 4,427 2,742
Termloans RIBOR + 1.65% . 47,631
Term loan 6 LIBOR + 0. 45% 91,500 T .
Tem loan 7 . 3.03% : 19,237 -
Tennlogn 8 ) EIBOR +0.75% 19,756 I
Non=cmrrent
Taorm loan 1 : RIBOR + 1.25% N 125
Tarm lean 2 LIBOR+1.25% . 67,210
Term loan 3 . : EIBOR +0,90% 8,000 9,558
Term loan 4 LIROR +1.3%1t02% 16,465 134,348
Termloan 5 EIBOR + 1.,65% - 514,416
Term Joah ® ' LIBOR +0,45% S 367,085

5468 1,082,742

The above interest bearing loans and borrowings are secured by pledges over certain plant: (not# 10) and capital
work in progress (note 9) and a corporate guarantoo. :

25 ISLAMIC FINANCING ARRANGEMENTS

Profit charge 2008 2007
% ARL: 000 AED ‘000
Current
Tslamic financing srangement 1 5,50% 3a1,077 .
Islamic financing srrangoment 2 EBOR+1.2% 28,154 -
Islanic finansing srrangament 3 o 11.7% e 3,345 8,334
=40 L8576 3338
Non-current
Islamic financing arrangement 5,50% - 364,366
Islainic finsncing arrangement 2 EIBOR +1.2% 041,826 -
Islamic financing arrangement 3 11,7% - 7,308
Islamice financing arangement 4 LIBRDR + 1.25% 727,383 R

L662200  L029Rd7

The Islamic financing arrangements are securcd by an assignation of the plants purchused under the Islamic
financing arrangement and a joint credit and Islamic loan facility ageeement,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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26 CONVERTIBLE BOND

In May 2008, the Company issued a mandatory convertible bond in the form of trust certifi sates for a total value of
AED 1,700 million, maturing in May 2011, The bond bears inferest at a fixed rate of 7,25% per anhum, payable
annually in atrears, commencing on 19 May 2009, Transaction cosfs in connection with tie isswance of the bond
amounted to AED 43,8 million.

The bond shall be converted into ordinary shares of the Company based on a specified ninitum and maximum
oxchange ratio, The bond is subordinated in right of payment to the claims of ereditors of the Coempany.

The liability component of the band of AED 346.4 million represonts present value of annu:l coupon payments due
at the rate of 7.25%, payable in arrears annually, The present value has been calculated usir g a market interest rate
for 2 bond with similar characteristics, but without the condition of mandatory conversion into erdinary shares of the
Company at the redemption date. Also ineluded in the lability component of mandatory convertible bond is fair
valuo of & derivative liability of AED 17.3 million (en 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 Campany’s shares. Total
liability in the consolidated balance sheet has been presented, net of allacated transaction costs of ARD 9.2 million.

The remainder of the proceeds have beén allocated to an equity component, recogrised and ineluded in
shareholders’ equity amounting to AED 1,302 million, net of allocated transaction costs of A1ZD 34.6 million,

A reconciliation betwoen the amounts presented in the consolidated balance sheot is as follows:

Converiible Corvirtible

bond - ~ ltond-
liability cquity
component comiponent Total
AED ‘000 AEL 000 AED 000
Present value of annual coupon payments 346,378 - 346,378
Fair value of derivative lability 17.300 - 17,300
Equity component - 1,335,322 1,336,322
Allocated prepaid transaction costs —Gal) (31643 —(43.854)
On inception ' 354467 1301679 1,656,146
Changes in fair value of derivative liability 12,200 - 12,200
Accretion expense — cgpital work in progress (note 9) 6,743 - 6,743
Amortisation of transaction costs ~ capital work in progress (note 9) L1650 —— — 165
Balance ot 31 December 2008 375,060 130,679 1,676,739
Convertible
hond
lability
component

AED 000

Analysed on the consolidated balance sheet as follows:

Less than one year 118,463
Mote than one year 256,597
475,060
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27 OBLIGATIONS UNDER FINANCE LEASE

During 2006, the Company entered into 4 sale and lease back agreement with a third party -elating to certain plants
(note 10) for an amount of 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,

Future minimum lease payments under finance leases tugether with the present value of the minimum lease
paymients are as follows:

2008 . 2007
Minimum  Present value Mivmum  Present value
lease payments of payments  lease pa ments of payments
AED ‘000 AED ‘000 A% 000 AED 000

Within one year 7,749 7,364 7,749 7.364
Afier one year but not more than five years 30,994 23,384 10,994 23,384
After five voars 35,514 17,888 ¢3.262 20.862

74,257 48,636 $2,005 51,610
Less: amounts representing finance charges (25.621) — (30.398) s
Present value of minimym lease payments . k 48,636 48,636 1619 S1610

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

200 2007

AED Q01 AED ‘000

Current 7,3 7,364
Non-current 41,272 44246

48,63¢ 51,619

28  EMPLOYEES® END OF SERVICE BENEFITS

The Company provides for employees’ end of service benefits in respect of its expatriate employees in accordance
with the employees’ contracts of employment, The movements in the provision recognistd in the censolidated
balanee sheet are as follows: : '

2008 2007

AED ‘000 AED 000

Balance at 1 January 11,267 8,225
Net maovement during the year 5.987 3.042
Balance gt 31 December : 17288 11,267
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29 ACCOUNTS PAYARLE AND ACCRUALS

2008 2007
AED ‘040 AED 600
Amou{m' due in more than one year
Retentions payable 30,831 52,496
Deferred income 24,341 24,948
—S8.17% —I7.444
Amounts due in less than one pear
Accounts payable 521,061 160,767
Retentions payable 111,86 31,418
Deferred income 894 1,239
Due 1o related parties - associates 25,974 57,687
Due to a related party — joint venture 174,97, 72,995
Accrued expenses 478,78 288,011
Other payablos 144,30 60,787
1,458,041 £72,904

Terms and canditions of the above financial liabilities:
Aceounts payable and other financial liabilities are non-interest bearing and are normally settlid on 50 day terms.
Retentions payable are non interest bearing and are normally settled in accordance with the terus of the contracts.

For terms and conditions telating to related parties, refer to note 30,

30 RELATED PARTY TRANSACTIONS

Related parties represent associated companies, major shareholders, directors and key management personnel of the
Company, and entities controlled, jointly contralled or significantly 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 2907
Other Interest Other Intavest
eXpenses Revenue incoms sxpenses Revenie incone
AED000 AEDG00 AED'00G ABD000 AED'900 AED'000 '
Associsted companios Hinldf 465 1,048 20,006 220 463
Balanoes with related partics included in the consolidated balance sheet are as follows:
2008 £007
Loan .. Other Other Loan Othet Other
recelvable reecivables payables recevable recoivables peables
AED ‘000 ALD ‘000 AED ‘600 AED '000 AED ‘000 AED '000
Associated compenies 42,029 15535 25978 42,029 14,926 57,687
Joint venture ' " - 174,971 - " 72,995
Other related parties — 10.065 —_— J— 2123 P

42,029 25600 200949 42,029 4040 130,682
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30 RELATED PARTY TRANSACTIONS continued

Terms and conditions of trangactions with related parties

'_Transactions with related parties sre made at normal market prices, Outstanding balances at the year-end are unseeured,
Interest free, except for loan to an associate (note 15), and settloment ocours in cash. There Lave been no guarantees
provided or received for any related party receivables or payables, For the year ended 31 Devember 2008, the Group
recorded an impairment of AED 1.2 million relating to amounts awed by related parties (2007, nil), This assessment is
undertaken each financial year through examining the financlal position of the related party and the market in which the
related party operates.

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

2003 2007

AED ‘000 AED ‘000

Short-term benefits 39,89 36,062
Employees’ end of service benefits L59G 1909
Number of key ménagetnent personne) — —

31 CONTINGENCIES

The bankers have issned guarantees on behalf of the Company and its subsidiaries as follows:

2008 - 2007

AED ‘000 AED '000

Performance guarantees T 45,686 28,695
Advance paytient guarantees : 12,776 ‘ 70
Financial guarantees —451% —3.922
103,599 32,687

The Company’s share of contingencies of the joint venture as of 31 December 2008 impacting: the income statement
amounted to AED 0.4 million (2007: AED 0.4 million),

The Company’s share of contingencies of the assaciates as of 31 December 2008 impacting the income statement
amounted to AED 1.1 million (2007: AED 1.1 million), ‘
32 CAPITAL COMMITMENTS

Capital commitinents ‘ ‘ e
The Board of Directors has authorised future capital expenditure amounting to AED 1,449 million

(2007: AED 2,962 million). Included in this amount is AED 1,435 million (2007; AED 2,41 million) which is

expected to be incurred within one year from the balance sheet date,

The Group also had commitments of AED §31 million (2007: AED 1,105 millidn) in relation 10 the Group’s interest
in the joint venture Investments,
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33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Qroup’s principal financial liabilities, other than derivatives, camprise interest bearin;; loans and borrowings,
Islamic financing arrangements, obligations under finance lease, bank overdraft, convertible bend = liability component
and uade‘ payables, The main purpose of these financial labilities is to raise financo for the Company’s operations and
constryction activity. The Group has various financial assets such as trade receivables, finansial assets carried at fair
value through income statement, availablo for sale investments and cash and short-term deposits, which arise directly
from its operations,

The Company enters into derivative transactions to manage the interest rate rigk arising from the Company’s sources of
finance, The Company’s joint venture enters into forward foreign exchange contracts to meniige the foreign currency
fluctuations relating to commitments to purchase equipment for various contracts from Euro sppliers and settle inter-
company transacticns in Canadian Dollars (“CAD"),

It is, and has been throughout 2008 and 2007 the Group’s palicy that notrading in derivatives sliall be: undertaken,

The main risks arising from the Group’s financial instruments are cash flow interest rate risk, :redit risk, market price
rigk, liquidity risk and forelgn currency risk, The Board of Directors reviews and agrees policics 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 to the (iroup’s long-term debt
obligations with floating interest rates. To manage this risk, the Company enters into intere;t rate swaps, in which
the Company agrees to exchange, at specified intervals, the difference between fixed anl variable rate interest
amounts calculated by reference to an agreed upon notional principal amount, Those swaps aro designated to hedge
underlying debt obligations, At 31 December 2008, after taking into account 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 & reagonably possible change in intereit rates, with all other
variables held constant, of the Group*s profit for one year relating to un-hedged portion of fl ating rate borrowings
and bank doposits, .

Ejffect on profit
AED '000

2008
+100 increase in basis poiats (1,844)
~100 decrense in basis points : 1,344
2007 .
+100 increase in basis points (5,880)
-100 docrease in basis points 5,880

The impact on ‘equity relating to derivatives designatedv as effective cash flow hedges eould nct be dotermined in the
absence of information fram counter party banks.

Credit risk

The Group trades only with recognised, croditworthy third parties. It i3 the Group®s policy that all customers who
wish 1o trade on credit termg are subject to credit verification procedures, In addition, reseivable balances are
mopitored on an ongoing basis with the result that the Group's exposure to bad debts it not significant, The
maximum exposure is the carrying amount as disclosed in note 16. The Group’s three largest sustoraers account for
approximately 26% of outstanding trade receivable balance at 31 December 2008 (2007: 3 cusfomers - 39%).

With respect to credit risk arising from other financial assets of the Group, which conprise cash and cash
equivalents, and certain derivative instryments, the Group’s exposure to credit risk grises from default of the
counterparty, with 3 maximum exposure equal to the carrying amount of these instruments, Th+ Growup seeks to limit
its credit risk to banks by only dealing with reputable banks
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33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES continu :d

Market price risk

M'arket 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 issver, or factors
affecting all securities traded in the market. The Company is exposed to market risk with respect to its financial
assets carried at fair value through income statement and available for sale invostments, -

:ﬂle Cpmpany limits market price risk by actively monitoring the key factors that affect the market movements,
including analysis of the operational and financial performance of investees,

The following table demonstrates the sensitivity to g reasonably possible change in the murket price of financial
assots car;ied_ at fair value through income statement, on the Group’s profit for ono year, Tlie effisct of decrease in
market price is expected to be equal and opposite to the effoot of increase shown.

Change in 31 December 2003 31 December 2007

net asset Imipact o Impact on

value prafit profit

AED ‘000 AED 000

Pinancial assets carricd at falr value through income statement v 5% 2,94 5,870

The folloWing tablo demonstratos the sensitivity to a reasonably possible change in the marke t price of available for
sale investment, on the Group's equity,

Change in' 31 De¢cember 2008 31 December 2007

nel asset Impact or Impact on

valye equily equity

AED '00( AED 000

Available for sale investments % 2,944 424

Liquidity risk : :

The Company monitors its risk to a shortage of funds using a recurring liquidity planning taol, This tool considers the
matutity of both its financial investments and financial assets (eg, accounts receivable and othir financial agsets) and
projeeted eash flows from: operations.

The Company's objective is to maintain a balanco between continuity of funding and flexibility t rough the use of bank
overdrafis, bank loans and finance leases, The Company’s policy is that not maore than 20% of borrowings should
mature in the next 12 month period, 30 % of the Company’s debt will mature in less than oni: year at 31 Docember
2008 (2007: 6%) based on the carrying value of borrowings reflected in the consolidated finas cial statements, At 31
Decomber 2008, the Company has no unutilised jnterest bearing loans and borrowings fueilities (2007; AED 13
million),

The table below summarises the maturity profile of the Group’s financial liabilities at 31 Dicember 2008 hased on
undiseounted payments and current market interest rates,

Less than 3 3wil2 - oS >

On demand months - months years yeary Total
AED 000 AED ‘000 AED '000 AED ‘000 AXD ‘004 AED ‘000

At 31 December 2008 .
Derivative financial instruments - - 486 44,602 38,89% 83,980
Convertiblc bond ~ liability scamponent - - 123,260 276,000 - 399,250
Interest bearing loans and horrowings . 133,073 31,961 55,307 169,38¢ 380,730
Obligations under finance leases - 1,937 5,812 30,994 35,514 74,257
Islamic financing arrangements - 395,625 104,424 1203234 42,208 2,645,491

Accounts payable and

other financial lisbilitics, - 306,162 £88,254 30,831 - 925,247
Bank overdraft 233326 = - = —— 233,326

233,326 836,797 Be187  L640.068 1186003  4,751281
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33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND PQLICIES contituud

Liguidity risk continued
Less than 3 312 lws »5
On demand months months years Yeurs Tord!
AED 000 AED '000 AED 000 AED 000 JED 000 AED 000
At 31 December 2007
Derivative financial insruments - - - 13,139 9.3135 22,534
Interest bearing loans and borrawings - 2,094 126,561 867,337 482,030 1.488,072
Obligations under finance lcases - 1,937 5,812 30,894 43,262 82,005
Islamic financing arrangements - 3,840 62457 1,264,443 - 1,330,740
Accoynts payable and
other fimanaial liabilities . 379,344 20412 52,496 - 461,252
Bank overdraft ’ 61626 2 - - n 61826
Foreign currency risk

The Company’s joint venture has transactional currency exposures mainly in Euro and Canadian Dollars, Such
exposures grise from enticipated purchases for various contracts from Euro suppliers and e¢pected infer company
transactions in Canadian Dollars,

The joint venture uses derivative hedging instruments such as forward foreign exchange contriicts and non-derivative
hedging instruments such as designated bank balances to hedge against firm commitments of & ipment purchases for
various contracts from Euro suppliers and expected inter company transactions in Canadian Doll irs,

As the foreign currency commitments in Buro and Canadian Dollars are covered by effective hages, management is of
the qpinion that there is no sensitivity as a result of changes in Euro and Canadian Dollar exchan se rates,

Other than the above, the majority of the Group's u*ansacﬁons and balances are in either UAE Lirkams or US Dollars.
As the UAE Dirham is pegged to the US Dollar, balances in US Dollars are not considered 1o represent significant
currency risk, ,

Capital management . T
The primary objective of the Company's capital management is to ensure that it maintaing a srong credit rating and

healthy capital ratios in arder to support its business and maximise shareholder value,

The Company manages its capital structure and makes adjustments to it, in light of changes in economic sonditions, To
maintain or adjust the capital structire, the Company may adjust the dividend payment to shaieholders or issue new
shares, No changes were made in the objectives, policies ar proocesses 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 total capial plus net debt. The
Company’s policy is to keep the gearing ratio between 50% and 70%, The Company includes within net debt, interest
bearing loans and horrowings, Islamic financing arrangements, canvertible bond — liability compornent, obligations
under finance lease, less cash and cash equivalents. Capital includes equity atiributable to the equity holders of the

parent loss the net wnroalised gains reserve.
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33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES continud

Capital management continued

206% 2007

AED ‘007 AED 000

Interest bearing loans and hosrowings 343,51) 1,150,337
Islamic financing arrangements 2,072,783 1,108,181
Convertible bond - liability component 378,060 -
Obligation under finance lease — 48,6311 51,610
2,839,99., 2,310,128

Less: cash and eash equivalents (468,63%) (368,636)
Net debt 2.371,35¢) 1,941,492
Equity | , , 2,512,32 1,241,884
Net unrealised losses _ : _112,18¢ 8509
Total capital . 2,624,511 1,250,303
Capital and net debt 4,995,869 3.191.885

Gearing ratio ‘ —A7% B1%

34  FINANCIAL INSTRUMENTS

Fuair valyes

The fair values of the Group’s financial instryments are not materially different from thoir xarrying values at the
balanco sheet date except for ocertain Islamic financing arrangements, convertible bond — lis bility component and
obligations under finance lease with fixed profit and interest rates. Set out below is a ec tnparison of carrying
amountz and fair values of Islamic financing arrangoments, convertible bond and obligatior s under finance leage
with fixed profit and interest rates:

Camying amount Foir value
2008 2007 <008 2007
AED ‘000 AED ‘000  AED 000  AED ‘000
Obligations under finanee lease 48,636 51,610 52,004 55,282
Islamic financing arrangements 375,422 380,008 390,975 406,844
Convertible 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 activities

Cash flow hedges ,

The Group is exposed to variability in future intercst cash flows on bank overdraft, inter¢st benring loans and
borrowings and Islamic financing arrangements which bear interest at g variablo rate,

In order to reduce its exposure to interest rato fluctuations on the interest bearing loans and berrowings and Islamic
financing arrangements, the Company has entered into interest rate swaps with counter-party hanks designated as
effective cash flow hedges for notional amounts that mirror the drawdown and repayment schet ule of the loans.
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34 FINANCIAL INSTRUMENTS continued

Hedging activities continued
A schedule indicating a8 at 31 Decomber the periods when the hedged cash flows are expicted 10 occur and when
they are expected to effect the consolidated income statement is as follows:

Within 1 yeqr 1~3 years 3-8years  Over Byeary Total
AED 000 AED '000 AED 000 AED 000 AED ‘000

2008
Cash inflows (assets) - 1,364 2,040 " 3,904
Cash outflows (liabilities) z (43,607 (40373 J— 83,9
Net cash inflow (outflow) N (41,243) (38333 p— (80.,076)
2007: »
Cash inflows (assets) - 110 7,308 " 7.418
Cash autflows (liabilitles) . . (22,534) o (22.534)
Net eash inflow (outflow) - 110 (15226 e (15,116)

No gain on cash flow hedges has been reclassified to the consolidated income statament duting the year
(2007; AED 270 thousand).

All derjvative contracts are with counterparty banks in UAE,

The table below shows the fair values of derivative financial instrumonts, reeorded as asse's or liabilities, together
with their notional amounts, The notjonal amount, recorded gross, is the amount of 8 derivatives underlying asset,
reference rate or index and is the basis upon which changes in the value of derivatives arz measured, The notional
amounts indicate the volume of transactions outstanding at the year end and are indicative oneither the market risk
nor the eredit risk.

2008 2007
Netlonal Notional
Derivatives held as cash flow hedges Assats - Liabilities amount Agsets  Liabilities amount
AED ‘000 AED 000  AED ‘000  AED '000 JED C00  AED '000

Interest rate swaps and interest rate

swaps with a cap ‘ 3,904 83,980  LZIR3%2 7418 22,534 1,500,806

Fair value hedges

The Company’s joint venture has forward foreign exchange contracts outstanding designated as a falr value hedge to
hedge the risk associated with forcign currency fluctuations relating to commitments to purcha ie equipment for various
cantracts from Buro suppliers and settle inter-company transactions in Canadian Dollars,

The Company’s share of outstanding forward foreign exchange commitments of the joint vonture at the year end
amounted to approximately AED 29,1 million (2007: AED 86.2 million). The terms of the frward foreign exchange
contracts match the terms of the commitments. The Company’s share of the positive char ges in fair value of the
forward foreign exchange contracts amounting to AED 0.5 million (2007: AED 4 million) hav:: been recognised within
other recetvables,
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