National Central Cooling Company PJSC
INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

30 SEPTEMBER 2004

REVIEW REPORT TO THE BOARD OF DIRECTORS OF
NATIONAL CENTRAL COOLING COMPANY PJSC
We have reviewed the accompanying consolidated balance sheet of National Central Cooling Company PJSC (‘the Company’) and its subsidiaries at 30 September 2004 and the related consolidated statement of income for the three months period then ended and the consolidated statements of income, cash flows and changes in equity for the nine months period then ended.  These interim condensed consolidated financial statements are the responsibility of the Company’s management.  Our responsibility is to issue a report on these interim condensed consolidated financial statements based on our review.

We conducted our review in accordance with the International Standard on Review Engagements 2400.  This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the interim condensed consolidated financial statements are free of material misstatement.  A review is limited primarily to inquiries of the Company’s personnel and analytical procedures applied to financial data, and thus provides less assurance than an audit.  We have not performed an audit, and accordingly, we do not express an audit opinion.

As no interim condensed consolidated financial statements were prepared for the three months and nine months period ended 30 September 2003, the Company has not disclosed the comparative figures in respect of the three months and nine months period ended 30 September 2003 in the interim condensed consolidated statements of income and changes in equity, as required by International Accounting Standard No. 34.

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

Signed by

Bassam E Hage

Partner

Registration No. 258

Date

Abu Dhabi

National Central Cooling Company PJSC

CONSOLIDATED INCOME STATEMENT (UNAUDITED)

Period ended 30 September 2004



Three months
Nine months 



ended 
ended



30 September 
30 September



2004
2004


Notes

AED ‘000
AED ‘000
Revenues
3

54,806
151,268
Operating costs
3

(34,975)
 (95,283)
GROSS PROFIT
3

  19,831
   55,985
Salaries and staff related costs


(5,022)
(14,988)
Other administrative expenses


(3,950)
(10,976)
Amortisation of goodwill and trademarks


     (208)
      (584)



  (9,180)
 (26,548)
PROFIT FROM OPERATIONS


10,651
29,437
Finance costs


(6,130)
(15,194)
Other income


      868
    4,382
PROFIT BEFORE MINORITY INTERESTS


5,389
18,625
Minority interests


     (620)
  (1,561)
NET PROFIT FOR THE PERIOD


   4,769
 17,064
Basic earnings per share
4

   0.095
     0.34
The attached notes 1 to 12 form part of these consolidated financial statements.

National Central Cooling Company PJSC

CONSOLIDATED BALANCE SHEET (UNAUDITED)

At 30 September 2004 




(Audited)



30 September
31 December



2004
2003


Notes
AED ‘000
AED ‘000
ASSETS
Non-current assets
Capital work in progress
5
297,307
129,175

Plant, furniture and equipment
6
835,667
862,402
Investments in associates, a joint venture and a subsidiary
7
25,704
4,978
Advance to employee incentive scheme

7,251
5,674

Intangibles

10,573
     11,157
Prepayments

     23,553
     11,526


1,200,055
1,024,912
Current assets
Inventories

7,947
4,805

Trade and other receivables
8
76,293
67,845

Contract work in progress

71,584
29,435

Prepayments

7,335
5,209

Bank balances and cash

   229,752
   110,600


   392,911
   217,894
TOTAL ASSETS

1,592,966
1,242,806

EQUITY AND LIABILITIES
Equity
Share capital

500,000
500,000
Statutory reserve

5,160
5,160

Accumulated profits 

42,902
25,838
Proposed dividend

-
15,000
Cumulative changes in fair value of derivatives

      (8,062)
     (4,315)
Total equity

   540,000
  541,683
MINORITY INTERESTS

       8,348
      7,986

Non-current liabilities
Accounts payable

27,571
44,756
Term loans
9
238,194
169,239

Islamic Ijara loans 
10
331,680
241,000

Islamic Istisna’a loans
10
180,075
-

Islamic Muqawala loans
10
117,509
42,196

Employees’ end of service benefits

       4,352
      3,452



   899,381
  500,643
Current liabilities
Accounts payable and accruals
11
112,631
152,162

Bank overdrafts

8,694
20,465
Current portion of term loans
9
15,833
15,680

Current portion of Ijara loans
10
3,892
-

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



   145,237
   192,494
TOTAL EQUITY AND LIABILITIES

1,592,966
1,242,806

Mohamed Saif Al Mazrouei
Dany Safi
CHAIRMAN
CHIEF EXECUTIVE OFFICER

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

National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF CASH FLOWS (UNAUDITED)

Period ended 30 September 2004 



30 September


2004



AED ‘000

OPERATING ACTIVITIES
Net profit for the period

17,064
Adjustments for:

  Depreciation 

28,242
  Amortisation of goodwill and trademarks

584
  Provision for employees' end of service benefits

1,090
  Increase in value of employee incentive scheme

(2,129)
  Interest income

(3,071)
  Employee incentive scheme award

821
  Loss on sale of plant, furniture and equipment

       50
Operating profit before working capital changes

42,651
  Inventories

(3,142)
  Receivables and prepayments

(24,760)
  Contract work in progress

(42,149)
  Accounts payable and accruals

(58,304)
Net cash used in operations

(85,704)
Minority interest

362
Employees’ end of service benefits paid

     (190)
Net cash used in operating activities

(85,532)
INVESTING ACTIVITIES
Purchase of plant, furniture and equipment

(1,557)
Investments in associates, a joint venture and a subsidiary

(20,726)
Advance to employee incentive scheme

(269)
Additions to capital work in progress

(168,132)
Interest received

     3,071
Net cash used in investing activities

(187,613)
FINANCING ACTIVITIES
Dividends paid

(15,000)
Term loans received

250,000
Term loans repaid

(180,892)
Islamic Ijara loans received

187,425
Islamic Ijara loans repaid

(92,853)
Muqawala loans received

77,161
Muqawala loans repaid

(1,848)
Islamic Istisna’a loans received 

180,075
Cash from financing activities

404,068
INCREASE IN CASH AND CASH EQUIVALENTS 

130,923
Cash and cash equivalents at 1 January


  90,135
CASH AND CASH EQUIVALENTS AT 30 SEPTEMBER 2004


221,058
Significant non-cash transactions, which have been excluded from the statement of cash flows, are as follows:

Accounts payable and accruals – fair value adjustment for derivatives

1,588
Receivables and prepayments – fair value adjustment for derivatives

(2,159)
The attached notes 1 to 12 form part of these consolidated financial statements.

National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

Period ended 30 September 2004





Cumulative





changes in


Share
Statutory
Accumulated
 fair value
Proposed


capital
reserve
profits
of derivatives
dividend
Total


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

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

Net profit for the period
-
-
17,064
-
-
17,064

Dividends paid
-
-
-
-
(15,000)
(15,000)

Changes in fair values and derivatives
            -
        -
         -
(3,747)
         -
  (3,747)

Balance at 30 September 2004
500,000
5,160
42,902
(8,062)
         -
540,000

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

National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

30 September 2004 

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

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

2
SIGNIFICANT ACCOUNTING POLICIES
The interim condensed consolidated financial statements of the Company and its subsidiaries are prepared in accordance with International Accounting Standard (IAS) No 34, Interim Financial Reporting.  The accounting policies used in the preparation of the interim condensed consolidated financial statements are consistent with those used in the preparation of the annual consolidated financial statements for the year ended 31 December 2003.

3 DEPARTMENTAL ANALYSIS



Chilled


Services
water
Contracting
Manufacturing
Total


AED’000
AED’000
AED’000
AED’000
AED’000

Nine months ended 30 September 2004:
Revenues
5,371
77,288
42,149
26,460
151,268

Operating costs
(3,145)
(39,795)
(34,968)
(17,375)
 (95,283)
Gross profit
2,226
37,493
  7,181
   9,085
  55,985
4
BASIC EARNINGS PER SHARE

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



30 September


2004
Net profit for the period (AED’000)

      17,064
Ordinary shares issued

50,000,000
Earnings per share (AED)

           0.34
National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

30 September 2004

5
CAPITAL WORK IN PROGRESS

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


30 September
31 December


2004
2003


AED ‘000
AED ‘000
Balance at 1 January
116,265
380,267

Additions during the period / year 
143,599
265,958

Transfers to Advances to contractors
(4,400)
-

Transfers to plant, furniture and equipment
            -
(529,960)
Balance at 30 September / 31 December
255,464
116,265

Advances to contractors
  41,843
  12,910


297,307
129,175

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

6
PLANT, FURNITURE AND EQUIPMENT




Office


Plant
Furniture
equipment


and
and 
and
Motor


buildings
fixtures
instruments
vehicles
Total


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

Cost:

  At 1 January 2004 
879,967
10,750
8,291
1,868
900,876

  Additions
389
242
495
431
1,557

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

  Disposals
        (18)
      (40)
     (1)
  (416)
      (475)
  At 30 September 2004
887,023
  4,267
8,785
1,883
901,958
Depreciation:

  At 1 January 2004
 (31,938)
(2,106)
(3,514)
  (916)
 (38,474)

  Charge for the period
(26,501)
(570)
(871)
(300)
(28,242)

  Relating to transfers
(84)
84
-
-
-

  Relating to disposals
            -
       14
       -
   411
       425

  At 30 September 2004
 (58,523)
 (2,578)
(4,385)
  (805)
 (66,291)
Net carrying amount:

  At 30 September 2004
828,500
  1,689
4,400
1,078
835,667
  At 31 December 2003
848,029
  8,644
4,777
   952
862,402
National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

30 September 2004

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



30 September


2004


AED’000
Included in direct operating costs

25,748

Included in other administrative expenses

2,494
At 30 September 2004, the net book value of plants financed by Islamic Ijara loans under sale and leaseback Ijara financing arrangements amounted to AED 395 million (31 December 2003: AED 186 million). This includes balance funded by Sukuk financing amounting to AED 148 million (note 10).

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

7
INVESTMENTS IN ASSOCIATES, A JOINT VENTURE AND A SUBSIDIARY


30 September
31 December


2004
2003


AED ‘000
AED ‘000
Investment in a subsidiary
1,530
-
Investment in associates
18,747
4,978

Investment in a joint venture
  5,427
       -

25,704
4,978
During the period, the Company invested AED 1.5 million in a subsidiary, Summit District Cooling, a limited liability company incorporated in the Emirate of Abu Dhabi, AED 4.8 million in an associate, Industrial City Cooling Company, under incorporation as a limited liability company in the Emirate of Abu Dhabi and an additional AED 9 million to become AED 14 million in an associate, Qatar Central Cooling Company, incorporated as private Joint Stock Company in the State of Qatar and AED 5.4 million in a joint venture, SNC – Lavalin Gulf Contractors, a limited liability company incorporated in the Emirate of Abu Dhabi.  These companies have recently commenced operations and hence, there were no significant operating activities during the nine months period ended 30 September 2004.

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

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

8
TRADE AND OTHER RECEIVABLES

30 September
31 December


2004
2003


AED ‘000
AED ‘000
Trade accounts receivable
72,709
65,556

Due from related parties
-
636
Other receivables
  3,584
  1,653

76,293
67,845
As amounts receivable are stated net of any required provision and are short term in nature, fair value approximates carrying value.

National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

30 September 2004 

9
TERM LOANS


30 September
31 December


2004
2003


AED ‘000
AED ‘000

Bilateral bridging loan
-
44,076

Term loans
253,706
140,843
Other loan
       321
            -


254,027
184,919

Due in less than one year

Term loans
15,680
  15,680
Other loan
       153
            -


  15,833
  15,680
Due in more than one year

Term loans 
238,026
169,239
Other loan
       168
            -


238,194
169,239


254,027
184,919

The bilateral bridging loan was repaid in full in June 2004.
The term loans are secured by pledges over plant and capital work in progress and a corporate guarantee in accordance with the facility agreements and are summarised as follows:

· The first term loan amounting to AED 135 million was repaid in full in 2004.

· The second term loan amounting to AED 7,423,594 is repayable in 4 annual instalments, 3 instalments each of AED 1,680,000 commencing January 2003 and the last instalment for the remaining balance.  This loan carries interest at 1.5% over 6 months EBOR.

· On 24 November 2003, the Company entered into a 12 year, AED 700,000,000 term loan facility agreement (the “new facility”) with a syndicate of international and UAE based banks.  This facility agreement is to acquire new central cooling plants, refinance the term loan amounting to AED 128 million, which is secured over previously constructed central cooling plants, along with the repayment of the bilateral bridging loan of AED 44 million.  As at 30 September 2004, the Company has drawn down an amount of AED 250 million under the new facility, repayable in 24 semi annual instalments commencing 1 October 2004 in accordance with an agreed upon schedule.  Consequently, as the term loan is to be refinanced under the new facility, the amounts due in less than one year have been calculated in accordance with the repayment schedule of the new facility.  Accordingly, an amount of AED 14 million relating to the new facility has been disclosed as being due in less than one year.

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

At 30 September 2004, unutilised term loan facilities available to the Company amounted AED 450 million (2003: AED 521 million).

National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

30 September 2004 

10
ISLAMIC FINANCING ARRANGEMENTS 


30 September
31 December


2004
2003


AED ‘000
AED ‘000

Ijara loans
335,572
241,000

Istisna’a loans
180,075
-
Muqawala loans (net of deferred margin)
121,696
  46,383

637,343
287,383

Due in less than one year:

Ijara loans
3,892
-

Muqawala loans
    4,187
    4,187


    8,079
    4,187
Due in more than one year:

Ijara loans
331,680
241,000

Istisna’a loans
180,075
-

Muqawala loans
117,509
  42,196


629,264
283,196


637,343
287,383

Ijara and Istisna’a loans:

Facility 1

The first facility of AED 148,146,800 (31 December 2003: AED 150,000,000) is repayable in 16 fixed semi-annual instalments commencing from 18 March 2004 and a fluctuating profit charge is paid under the Islamic financing agreements, which is based on EIBOR plus a margin.  

Facility 2

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

Facility 3 (Sukuk Financing)

On 2 March 2004, the Company entered into Purchase and Ijara Agreements (‘the Agreement’) with Tabreed Financing Corporation for the sale and leaseback of certain assets of the Company as specified in the Agreement with a total cost of US $ 51 million (AED 187.4 million). 

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

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

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

National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

30 September 2004 

10
ISLAMIC FINANCING ARRANGEMENTS continued

Muqawala loans:

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

· The first Muqawala loan amounting to AED 29.5 million (31 December 2003: AED 31.4 million) is in respect of the procurement and manufacturing of certain items for use in the construction of plants under an Islamic loan facility agreement dated 31 July 2002.  The facility is repayable in 14 semi-annual instalments commencing from 29 January 2003.  A fluctuating profit charge is paid under the Islamic financing agreement which is based on market rates.

· The second Muqawala loan amounting to AED 92.2 million (31 December 2003: 15 million) is in respect of the construction of a project under an Islamic loan facility dated 25 March 2003.  The facility is repayable in 16 semi-annual rental instalments commencing on 1 May 2006.  A variable element is payable with each instalment which is based on market rates plus a mark up.

At 30 September 2004, unutilised Islamic funding available to the Company amounted to AED 27.8 million (31 December 2003: AED 110 million).

As the Islamic loan arrangements except for facility 3 attract a fluctuating profit charge which varies with market interest rate movements, the fair value of such Islamic loans approximates their carrying value. Information on facility 3’s principal characteristics is presented in note 10.

11
ACCOUNTS PAYABLE AND ACCRUALS


30 September
31 December


2004
2003

AED ‘000
AED ‘000
Accounts payable
29,240
81,024

Retentions payable
15,165
12,174

Negative fair value of derivatives
3,974
2,386

Other payables
34,440
14,720

Payable to former shareholders
16,206
23,910
Accrued expenses
  13,606
  17,948

112,631
152,162
12
CAPITAL COMMITMENTS

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







E

10

