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AUDITORS’ REPORT TO THE SHAREHOLDERS OF

NATIONAL CENTRAL COOLING COMPANY PJSC

We have audited the accompanying consolidated balance sheet of National Central Cooling
Company PJSC (“the Company™) and its subsidiaries as of 31 December 2002, and the related
consolidated statements of income, cash flows and changes in equity for the year then ended.
These consolidated financial statements are the responsibility of the Company’s management.
Our responsibility 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. Those
Standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall
consolidated financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the Company and its subsidiaries as of 31 December 2002 and the results of
their operations and their cash flows for the year then ended in accordance with International
Financtal Reporting Standards.

We also confirm that in our opinion proper books of account have been kept by the Company, an
inventory was duly carried out, and the contents of the report of the Board of Directors relating to
these financial statements are in agreement with the books 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 U.A.E. Commercial Companies Law of 1984 (as
amended) or the articles of association of the Company have occurred during the year which
would have had a material effect on the business of the Company or on its financial position.
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Partner
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National Central Cooling Company PJSC

CONSOLIDATED INCOME STATEMENT
Year ended 31 December 2002

Revenues

Operating costs

GROSS PROFIT

Salaries and staff related costs

Other admunistrative expenses
Amortisation of goodwill and tradernarks

PROFIT (LOSS) FROM OPERATICONS

Finance costs
Other income

PROFIT BEFORE MINORITY INTERESTS

Minority interests

NET PROFIT FOR THE YEAR

Basic earnings per share

The attached notes 1 to 26 form part of these financial statements.

Notes

10

16

2002 2001
USS Us §
23,257,979 12,143,200
(15,030.565) (9.983.132)
8.227.414 2.160.068
(2,247,389) (1,264,926)
(2,528,404) (1,418,000)
(202.426) (505.287)
(4,978.219) (3.188.213)
3,249,195 (1,028,145)
(995,132) (96,969)
925,100 _1.878.012
3,179,163 752,898
(966.679) {15.107)
2,212,484 737,791
0.6442 0.0148




National Central Cooling Company PISC

CONSOLIDATED BALANCE SHEET
31 December 2002

ASSETS

Non-current assets

Capital work in progress

Plant, furniture and equipment
Advance to employee incentive scheme
Intangibles

Current assets

Inventories

Trade and other receivables
Contract work in progress
Prepaviments

Bank balances and cash

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital

Statutory reserve

Accurmulated profits

Cumulative changes in fair value of derivatives

‘Total equity
MINORITY INTERESTS

Non-current liabilities

Term loans

Islamic Ijara loans

Islamic financing for constraction (Istisna’a)

Islamic Mugawala loan

Trade accounts payable due after more than one year
Employees’ end of service benefits

Current liabilities

Accounts payable and accruals
Current portion of term loans
Current portion of Mugawala loan

TOTAL EQUITY AND LYABILITIES

missn)

Mohamed Saif Al Mazrouei
CHAIRMAN

The attached notes 1 to 26 form part of these financial statements,

Notes
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2002 2001

Us § Us $
103,586,688 79,922,693
95,775,729 24,638,012
1,105,815 725,327
3,184,283 3,265,848
203,652,515 108,551,880
1,064,010 -
32,399,966 9,154,646
4,213,631 9,162,666
1,130,838 749,919
65,799,947 16.487.762
104,618.392 35,554,993
308,270,907 144,106,873
136,202,670 68,101,335
835,151 588,046
5,328,029 3,362,650
(767.755) -
141,598,095 72,052,031
1,693,434 726,755
36,128,935 24,392,685
10,408,700 4,062,792
52,429,951 2,339,117
8,355,497 -

§ 5,540,904

563,500 359.197
107,886,583 36,694,695
30,636,356 34,633,392
25,315,818 -
1,146,621 -
57,092,795 34,633,392

308,270,207

~-144.106,873

Dany Sagf/

MANAGING DIRECTOR

[WE)



National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2002

OPERATING ACTIVITIES

Net profit for the year

Adjustment for:
Depreciation
Amortisation of goodwill and trademarks
Provision for employees' end of service benefits

Decrease (increase) in value of employee incentive scheme

Interest income
Employee incentive scheme bonus

Loss (profit} on sale of plant, furniture and equipment

Operating profit before working capital changes
Inventories
Receivables
Contract work in progress
Payables

Net cash (used in) from operations
Minority interest
Ernployees’ end of service benefits paid

Net cash (used in) from operating activities

INVESTING ACTIVITIES

Purchase of plant, furniture and equipment

Advance to the employee incentive scheme
Additions to capital work in progress

Proceeds from sale of plant, furniture and equipiment
Registration of trademarks

Goodwill purchased

Interest received

Net cash used in investing activities

FINANCING ACTIVITIES

Share capital received

Term loans received

Islamic Jjara loans received

Mugawata loan

Islamic financing for construction received

Cash from financing activities

INCREASE (DECREASE) IN BANK BALANCES AND CASH

Bank balances and cash at the beginning of the year

BANK BALANCES AND CASH AT THE END GF THE YEAR

The attached notes 1 to 26 form part of these financial statements.

2002 2001
US § Us 8
2,212,484 737,791
2,644,815 1,058,659
202,426 505,287
210,588 148,275
240,471 (134,451)
(718,832) (1,500,022)
60,054 103,758
4,471 (9.557)
4,856,477 909,740
(1,064,010) -
(4,661,373) (2,424,007)
4,939,035 (9,162,666)
(9.881.637) 27,250,042
(5,811,508) 16,573,109
966,679 15,107
(6,283) (9.671)
(4.851.114) 16.578.545

(1,292,576)

(12,925,527)

(681,013) -
(96,158,423) (63,756,325)
- 37,433

(1,002) (13,094)
(119,859) .
718,832 1,500,022
(97.534,041) (75.157.491)
48,712,411 .
37,052,068 24,392,685
6,345,908 4,062,792
9,496,118 .
_50.090.834 _2,339.117
151,697,339 30,794,594

49,312,184
16,487,763

65,799,947

(27,784,352)

44,272,115




National Central Cooling Company PISC

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2002

Balance at 1 January 2001
Net profit for the year
Transfer to statutory reserve

Balance at 31 December 2001
Share capital (2™ instalment)

Net profit for the year

Changes in fair value of derivatives
Transfer to statutory reserve

Balance at 31 Decenber 2002

Cumulative
changes in

Share Statutory Jairvalue  Accumulated
capital reserve of derivatives profits Toral
Us A AN US 3§ Us s
68,101,335 418,858 - 2,794,047 71,314,240
- - - 737,791 737,791
- 169.188 - (169.188) -
68,101,335 588,046 - 3,362,650 72,052,031
68,101,335 - - - 068,101,335
- - 2,212,484 2,212,484
- - {767,755) - (767,755)
- 247,105 - (247.105) -
136,202,670 835151 (161,755 5,328,029  141.598.095

The attached notes 1 to 26 form part of these financial staternents.




National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAIL STATEMENTS
31 December 2002

1 ACTIVITIES

National Central Cooling Company PJSC is registered in the United Arab Emirates as a Public Joint Stock Company
pursuant to the U.AE. Commercial Companies Law No. 8 of 1984 (as amended). The principal objectives of the
Company are to construct, own, assemble, install, operate and maintain cooling and conditioning systems. In
addition, the Company’s objectives include 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 accordance with a resolution of the Board of
Directors on 18 March 2003,

The total number of employees as at 31 December 2002 was 144 (2001: 75).

p] SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
The consolidated financial statements have been prepared in accordance with Standards issued by the International

Accounting Standards Board, and interpretations issued by the International Financial Reporting Interpretations
Committee and applicable requirements of the UAE Comumercial Companies Law of 1984 (as amended),

The consolidated financial statements of the Company presented in United Arab Emirates Dirhams (AED) were
approved by the Board of Directors on 18 March 2003, The AED is the functional currency of the Company. These
financial statements have been presented in United States Dollars (US $) for the convenience of the reader and have
been converted at the rate of 3.671 AED to the US §.

“The significant accounting policies adopted are as follows:

Accounting convention
The consolidated financial statements are prepared under the historical cost convention as modified for the

measurement at fair value of derivative financial instruments.
The accounting policies are consistent with those used in the previous year.

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and each of its controlied
subsidiaries for the year ended 31 December. All significant inter-company balances, transactions and profits have

been eliminated on conselidation.

The financial statements of subsidiaries are prepared using consistent accounting policies as those used by the
Company. Where subsidiary financial staternents are drawn up to different reporting dates, adjustments are made for
the effect of significant transactions or other events that occur between those dates and the date of the Company’s

financial statements.

Minority mterest principally represents the interest in subsidiaries not held by the Company.

Revenue reeognition
Sales are recognised when the significant risks and rewards of ownership of the goods have passed to the buyer and

the amount of revenue can be measured reliably.
Contract revenue represents the total sales value of work performed during the year, including the estimated sales

value of contracts in progress assessed on a percentage of completion method, measured by reference to total cost
incurred to date to estimated iotal cost of the contract. Provision is made for any known losses and contingencies.

Interest revenue is recognised as interest accrues.




National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

2 SIGNIFICANT ACCOUNTING POLICIES continued

Capital work in progress

Capital work in progress is recorded at cost which represents the contractual obligations of the Company for the
construction of the plant. Alflocated costs directly attributable to the construction of the asset are capitalised. The
capital woik in progress is transferred to the appropriate asset category and depreciated in accordance with the
Company’s policies when construction of the asset is completed and commissioned.

Plant, furniture and equipment
Plant, furniture and equipment is stated at cost less accumulated depreciation and any impairment in value.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Plant over 25 years
Furniture and fixtures over 3 to 4 years
Office equipment and instruments over 3 to 4 years
Motor vehicles over 4 to 5 years

The carrying values of plant, furniture and equipment are reviewed for impainment when events or changes in
circumstances indicate the carrying value may not be recoverable. If any such indication exists and where carrying
values exceed the estimated recoverable amount, the assets are written down to their recoverable amounts.

Intangibles

Goodwill
Goodwill represents the excess of the cost of the acquisition over the fair value of identifiable net assets of a

subsidiary or associate at the date of acquisition. Goodwill is amortised using the straight-line method over the
expected period of benefit being between five and twenty years (formerly ten years only),

Trademarks
Costs relating to the registration of trademarks are capitalised and amortised using the siraight-line method over the

expected pertod of benefit being five years.

Borrowing costs
Borrowing costs that are directly attributable to the acquisition or construction of an asset are capitalised as part of
the cost of the asset until the asset is commissioned for use. Borrowing costs not attributable to an asset are

expensed in the period in which they are incurred.

Confract work in progress
Contract work in progress represents cost plus attributable pmﬁt less provision for foreseeable losses and progress

payments received and receivable.

Impairment and uncellectibility of financizal assets

An assessment is made at each balance sheet date to determine whether there is objective evidence that a financial
asset or group of financial assets may be impaired. If such evidence exists, the estimated recoverable amount of that
asset is determined and any impairment loss recognised for the difference between the recoverable amount and the

carrying amount. Impairment losses are recognised in the income statement.

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 condition, as follows:

® Raw materials, consumables and goods for resale  —  purchase cost on a first-in, first-out basis.
® Work in progress and finished goods —  costs of direct materizals and labour plus attributable
overheads based on a normal level of activity.

Net realisable value is based on estimated selling price less any further cosis expected to be incurred on completion
and disposal.




National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decemniber 2002

2 SIGNIFICANT ACCOUNTING POLICIES continued

Accounts receivable
Accounts receivable are stated at original invoice amount less a provision for any uncollectible amounts. An

estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written
off as incurred.

Cash and cash equivalents
Cash and cash equivalents consist of cash and bank balances.

Accounts payable and aceruals
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the

supplier or not.

Provisions
Provisions are recognised when the Company and ifs subsidiaries have an obligation (legal or constructive) arising
from a past event and the cost to settle the obligation 1s both probable and able to be reliably measured.

Term loans and Islamic Jeans
The term loans and Istamic loans are carried on the balance sheet at their principal amount. Instalments due within

one year are shown as a current liability. Interest on term Ioans and fluctuating profit charges on Islamic loans are
charged as an expense as it accrues, with unpaid amounts mciuded in “accounts payable and accruals™.

Leases
Finance leases, which transfer to the Company and its subsidiaries substanttally all the risks and benefits incidental to

ownership of the leased item, are capitalised at inception of the lease at the fair value of the leased asset or, if lower
the present value of the minimum lease payments. Lease payments are apportioned between the finance charges and
-reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are recognised directly in the income statement.

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased term are
classified as operating leases. Operating lease payments are recognised as an expense in the income statement on a
straight line basis over the lease term.

Employees' end of service benefits

The Company and its subsidiaries provide end of service benefits to its expatriate employees. The entitlement to
these benefits is based upon the employees’ final salary and length of service, subject to the completion of a
minimum service period. The expected costs of these benefits are acerued over the period of employment.

With respect to its national employees, the Company and its subsidiaries make contributions to the relevant UAE
Government pension scheme calculated as a percentage of the employees’ salaries. The obligations under these
schemes are limited to these contributions, which are expensed when due.

Derivative financial instruments

The Company uses derivative financial instruments such as interest rate swaps and caps to hedge its risks associated
with inferest rate currency fluctuations. Such derivative financial instruments are stated at fair value. The fair value
of interest rate swap and cap contracts is determined by reference to market values for similar instruments.
Derivatives with positive market values (unrealised gains} are included in other assets and derivatives with negative
market values (unrealised fosses) are included in other liabilities in the balance sheet.

For the purposes of hedge accounting, hedges are classified as either fair value hedges where they hedge the
exposure to changes in the fair value of a recognised asset or liability; or cash flow hedges where they hedpe
exposure to variability in cash flows that is either attributable to a particular risk associated with a recognised asset
or liability or a forecasted transaction.




National Central Cooling Company PJISC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

2 SIGNIFICANT ACCOUNTING POLICIES continued
Derivative finaneial instruments continued

In relation to fair value hedges which meet the conditions for hedge accounting, any gain or loss from remeasuring
the hedging instrument at fair value is recognised immediately in the income statement. Any gains or losses on the
hedged item attributable to the hedged risk are adjusted against the carrying amount of the hedged item and
recognised in the income statement, Where the adjustment is to the carrying amount of a hedged interest-bearing
financial instrument, the adjustment is amortised to the income statement such that it is fully amortised by maturity.

In relation to cash flow hedges which meet the conditions for hedge accounting, the portion of the gain or loss on the
hedging instrument that is determined to be an effective hedge is recognised initially in equity and the ineffective
portion is recognised in the income statement or capitalized with other bortowing costs. The gain or loss on
effective cash flow hedges recognised initially is either transferred to the income statement in the period in which the
underlying transaction impacts the income statement or capitalized with other borrowing costs directly attributable to
the construction of each plant as part of the capital work in progress. The capitalisation of gain or loss ceases when
the asset is commissioned for use.

For derivatives that do not qualify for special hedge accounting, any gain or loss arising from changes in fair value
are either capitalised with other borrowing costs directly atiributable to the construction of each plant as part of the
capital work in progress until the asset is commissioned for use or taken to the income statement.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or exercised, or no
longer qualifies for special hedge accounting. At that point in time, any cumulative gain or loss on the hedging
instrument recognised in equity is kept in equity until the forecasted transaction occurs.

Foreign currencies
Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Monetary assets and

liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date.
All differences are taken to the income statement.

Finaneial instruments
The financial instruments comprise receivables, deposits, bank balances and cash, payables and certain other assets

and liabilities.

Fair values of financial instruments are based on estimated fair values using methods such as the net present value of
futare cash flows.

3 SEGMENTAL ANALYSIS
Chilled

water  ContractingManufacturing Total

Us s Uss Us g Uuss
2002:
Revenues 8,882,393 6,748,135 7,627,451 23,257,979
Operating costs (4,232.684) (5.9406.693) (4.858.388) (15,030.565)
Gross profit 4650309  _ 808042 2769063 _8,227.414
2001:
Revenues 2,543,928 9,599,272 - 12,143,200
Operating costs (1.950.824%  (8.032.308) - (9,983.132)
Gross profit 593,104 _1,566,964 - 2,160,068




National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

4 OTHER INCOME
2002 2001
Us § Uss
Interest income 718,832 1,500,022
Miscellaneous 206.268 377.990
925,100 1,878.012
5 BASIC EARNINGS PER SHARE

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

2002 2001
Net profit for the year (LS §) 222,484 737,791
Ordinary shares issued 20,000,000 20,000,000
Farnings per share (IS §) e 0.0442 e 0.0148

6 RESULTS OF SUBSIDIARIES

Included in the consolidated income statement for the year ended 31 December 2001 and 2002 are the following
‘relating to the operations of subsidiaries:

2082 2601

Us's Uuss
Revenues (includes interest) 15,146,626 10,028,572
Expenses {11.963.847) (8.501,763)
Net profit for the year _3.182.779% 1,526,807
7 CAPITAL WORK IN PROGRESS
The movement in capital work in progress during the vear is as follows:

2002 2001

Usés Uss
Balance at 1 January 79,922,692 23,705,838
Additions during the year 96,158,423 63,756,325
Transfer to plant, fumiture and equipment (note 8) (72.494.427) {7,539.470)
Balance at 31 December 103.586.688 79,922 693

10



National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

7 CAPITAL WORK IN PROGRESS continued

Included in capital work in progress is US $52,429,951 (2001: US $2,339,117) for plants which have been funded
under an Islamic financing arrangement (Istisna’a). Upon completion of the construction of the plants subsequent to
the year end, the total cost of the plants will be financed under an Islamic Ijara agreement and the repayments under
this arrangement will commence after 31 December 2002.

Istisna’a is a sales contract between a contract owner (the Islamic financing institution) and a contractor (the
Company) whereby the contractor, based on an order from the contract owner, undertakes to manufacture or
otherwise acquire the subject matter of the contract accerding to specifications, and sells it to the contract owner for
an agreed upon price and method of settlement whether that be in advance, by instalments or deferred to a specific
future time.

In addition, US $9,496,118 {2001:US $nil) is included in capital work in progress which has been funded under a
separate Islamic financing arrangement (Mugawala).

Included in additions to capital work in progress are capitalised financing costs amounting to US $5,224,452 (2001:
US $908,633).

8 PLANT, FURNITURE AND EQUIPMENT
Office
Plant Furniture equipment
and and and Motor
buildings fixtures  instruments vehicles Total
Uss Us s Us§ Uss US §

‘Cost:

At 1 January 2002 24,756,182 569,542 769,788 287,129 26,382,641

Additions 760,767 202,924 190,667 138,218 1,292,576

Transfer from capital work in progress (note 7) 72,494 427 - - - 72,494,427

Disposals - (5,448} = (13.620) (19.068)

At 31 December 2002 98,011,376 767,018 960455 411,727 100,150,576
Depreciation:

At [ January 2002 786,297 408,374 399,860 150,098 1,744,629

Charge for the year 2,241,297 140,214 182,780 80,524 2,644,815

Relating to disposals - (2.950) - (11,647 (14.597)

At 31 December 2002 3,027,594 545,038 582,640 218,978 4,374,847
Net carrying amount

At 31 Decernber 2002 94,983,782 221,380 377,835 192,752 95,775,719

At 31 December 2001 23,969,885 161,168 369,928 137,631 _24,638.012

11



National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

8 PLANT, FURNITURE AND EQUIPMENT continued

The depreciation charge for the year has been dealt with as follows:

2002 2001

Uss Uus§

Included in direct operating costs 2,187,434 740,599
Inciuded in other administrative expenses 420,692 217,179
Included in capital work in progress 36,689 100,881
2,644,815 1,058,659

At 31 December 2002, the net book value of plant financed by an Islamic Ijara loan under a sale and leaseback Ijara
financing arrangement amounted to US $18,583,814 (2001: US $6,679,315).

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

9 ADVANCE TO EMPLOYEE INCENTIVE SCHEME

The employee incentive scheme represents an advance extended to fund the enployee incentive scheme, which was
formed in accordance with the Board of Directors resolution dated 17 December 2000. The incentive scheme held
443,656 shares (2001: 429,464 shares) in the Company, which are held in the name of a related party acting as a
custodian. The advance to the scheme is interest-free and is principally recoverable after one year from the balance
sheet date.

The movements on the advance to employee incentive scheme recognised in the balance sheet are as follows:

2002 2001
Uss Uss
Balance at 1 January 725,327 694,634
Employees’ incentive scheme award during the year (60,054) (103,758}
Advance made during the year 681,013 -
(Decrease) increase in value of advance in the year due to movements
in the market value of the Company’s shares (240,471) 134,451
Balance at 31 December 1105815 125,327
i6 INTANGIBLES
Goodwill Trademarks Total
2002 2001 2002 2001 2002 2001
53 Us s Uss Uss s g Uss
Balance at 1 January 3,233,604 3,731,081 32,244 26,960 3,265,848 3,758,041
Additions during the year 119,859 - 1,002 13,094 120,861 13,094
Amortisation for the year (195.977} (497.477) (6,449) (7.810) (202.426) (505.287)
Balance at 31 December 3,157,486 3,233,604 26,797 32,244 3.184.283 3,263,848

During the year, the management have re-assessed the useful economic life of goodwill which arose on the
acquisition of one of its subsidiaries to 20 years. Previously, goodwill was amortised over a period of ten years. As
a result of the change, the charge to the income statement for the year has been reduced by US $301,500 for the year,

12



National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

11 TRADE AND OTHER RECEIVABLES

2002 2001

Usg Us §

Trade accounts receivable 9,103,379 1,705,492
Interest receivable - 258,615
Share capital receivable {note 14) 19,388,924 -
Advance payment to contractors 3,202,494 6,971,265
Other receivables 705,169 219.274
22:399,066 9,154,646

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

12 CONTRACT WORK IN PROGRESS

2002 2001

Uss Us s

Cost plus attributable profit 15,664,655 9,599,273
Less: progress billings (11,441.024) {436.607)
4,22 I 9,162,606

13 BANK BALANCES AND CASH

Bank balances and cash include bank deposits of US $64,304,622 (2001 : US 515,626,766) placed with commercial
banks in the United Arab Emirates. These are denominated in UAE Dirhams with an effective rates in the range of
1.05% to 3,75% (2001 : 1.78%). Bank deposits include an amount of US $1,382,820 (2001 : US $2,018,005) which
is held by the Company and its subsidiaries’ bankers as security for facilities granted.

i4 SHARE CAPITAL

2002 2001
Us s A
Authorised share capital:
50,000,000 ordinary shares of AED 10 each 136.202.67¢ 136,202,670
Issued share capital:
50,000,000 ordinary shares of AED 10 each 136,202,670 68,101,335

Under the terms of the public offer for subscription for shares in the Company dated March 1998 and in accordance
with the Company’s articles of association, the paid up vahie of the ordimary shares was payable in two instalments,
one instalment of US $1.36 for each share was due on application and the second instalment of US $1.36 for each
share is due within five years from the date of formation of the Company at a date and by means to be fixed by the
Board of Directors of the Company.

The Board of Directors in thejr meeting held on 11 March 2002 has resolved to call for the payment of the second
instalment during 2002 and the amounts weze called on 25 September 2002. At 31 December 2002, US $48,712,410
had been paid by shareholders and the remaining balance is principally subject to sale by a series of auctions.
Consequently, the outstanding balance of US $19,388,924 has been included within Trade and Other Receivables
{note 11}. The first auction took place on 17 March 2003 and the outstanding balance as at that date of
US 36,216,190 representing 4,563,927 shares, is expected to be received through futare auction sales.
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

i5 STATUTORY RESERVE

As required by the U.A.E. Commercial Companies Law of 1984 (as amended} and the articles of association of the
Company and its subsidiaries, 10% of the net profit for the year is transferred to the statatory reserve. The transfer
for the year represents 10% of the profit of the Company before accounting for the Company’s share in the resuits of
its subsidiaries, and the Company’s share in the subsidiaries’ statutory reserve transferred for the year, The
Company and its subsidiaries may resolve to discontinue such transfers when the reserve equals 50% of the share
capital. The reserve is not available for distribution.

16 MINCRITY INTERESTS

The movement in minority interests recognised in the balance sheet is summarised as follows;

2002 2001

Us s Us s
Balance at 1 January 726,755 711,648
Share of results of subsidiary companies during the year 966,679 15,107
Balance at 31 December 1,693,434 726,735
17 TERM LOANS

2602 2001

Us s Uss
Bridging loan 21,792,427 -
Term loans 39.652.326 24,392 685

61,444,753 24,3692 685

BDue in less than one year

Bridging loan 21,792,427 -
Term loans 3.523.391 -
25,315,818 B}

Due in more than one year
Term loans 36,128,935 24,392,685

01,444,753 24,397,685

The bridging loan is secured by a pledge over the plant, a promissory note of US $21,792,427 and a continuing
corporate guarantee. It carries interest at 1% per annum over 2 months DIBOR, the loan was repaid in full on

10 Janaary 2003,
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National Central Cooling Company PISC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

18 ISLAMIC FINANCING ARRANGEMENTS continued

Mugawala loan:

Us

Gross loan amount 16,142,576
Deferred margin (profit charge) (0.646.452)
2,496,118

The Mugawala loan is in respect of the procurement and manufactaring of certain items for use in the construction of
plants under an Isiamic loan facility agreement dated 31 July 2002, The facifity 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.

At 31 December 2002, unutilised Islamic funding available to the Company amoeunted to US $16,624,887 (2001: US
$27,648,758).
19 EMPLOYEES® END OF SERVICE BENEFITS

The Company and its subsidiaries provide for employees’ end of service benefits in accordance with the employees’
contracts of employment. The movements in the provision recognised in the balance sheet are as follows:

2002 2001

Us'§ Ussg
Balance at 1 January 359,197 220,593
Provided during the year 216,588 148,275
Paid during the year (6,285) (9.671)

Balance at 31 December _563.500

20 ACCOUNTS PAYABLE AND ACCRUALS

2002 2001

Us§ Usé

Accounts payable 23,633,972 31,407,767
Retentions payable 4,922,826 2,267,879
Negative fair value of derivatives 343,697 -
Other payables 484,648 221,140
Accrued expenses $.251.213 736,606
30,036,356 34,633,392

Trade accounts payable are normally seitled within 60 to 90 days.
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

21 RELATED PARTY TRANSACTIONS

These represent transactions with related parties ie. sharcholders, senior management of the Company and companies
of which they are principal owners. Pricing policies and terms of these transactions are made on a commercial basis
and approved by senior management.

Included in capital work in progress is US $408,608 (2001: US $272,405} in respect of transactions with related
parties.
22 CONTINGENT LIABILITIES

The Company’s and its subsidiaries’ bankers have issued guarantees on their behalf as follows:

2002 2001
US § Us3
Performance guaraniee 3,590,793 2,929,762
Advance payment gurantee 82,811 -
Retention release guaraniee - 1,270,627

23 SUBSIDIARIES

Country of Percentage

incorporation of holding

Gulf Energy Systems LLC U.AE 100
National Central Cooling Company Ras Al Khaimah LLC U.AE. 60
Emirates Preinsulated Pipes Industries LLC UAE. 60
Installation Integrity 2000 LLC U.AE. 60

Gulf Energy Systems LLC was registered on 15 April 1995 and commenced its commercial activities thereafter.

National Central Cooling Company Ras Al Khaimah LLC was registered on 22 November 1999 and conumenced its
commercial activities thereafter.

Emirates Preinsulated Pipes Industries LLC was registered on 13 December 2000 and commenced its commercial
activities in May 2002.

Installation Integrity 2000 LLC which was acquired in 2002, was registered on 15 May 2000 and commenced its
commercial activities thereafter.

24 FINANCIAL INSTRUMENTS

Fair values

The fair values of the financial assets and liabilities of the Company and its subsidiaries are not materially different
from their carrying values.
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2002

25 CAPITAL COMMITMENTS

The Board of Directors have authorised future capital expenditure amounting to US $177.3 millien (2001 ; US $70.6
million). Included in this amount is US $80.5 million (2001 : US $47.1 million) which is expected to be incurred
within one year of the balance sheet date,

26 RISK MANAGEMENT

Interest raie risk

The Company and its subsidiaries are exposed to interest rate risk on their interest bearing assets and liabilities (bank
overdrafts and loans). Whilst current interest rates are low, management has sought to limit the exposure of the
Company and its subsidiaries to any adverse future movements in interest rates by entering inte various interest rate
swap and cap deals during the year. The notional amount eutstanding at 31 December 2002 was US $40 million
(2001: nil). The derivative financial instruments entered into for the purposes of a cash flow hedge had negative
changes in their values (unrealised Iosses) amounting to US §767,755 which has been recognised within equity under
cumulative changes in fair values of derivatives. Management is therefore of the opinion that the Company’s and its
subsidiaries’ exposure to interest rate risk is limited.

Credit risk
The Company and its subsidiaries seek to limit their credit risk with respect to customers by monitoring outstanding

receivables. The Company and its subsidiaries sell their services and products to a number of institutions in the
UAE. Their three largest customers account for approximately 93% of outstanding accounts receivable at
31 December 2002 (2001: 2 customers, 93%).

Liguidity risk

The Company and its subsidiaries Himit their liquidity risk by monitoring their current financial position in
conjunction with their cash flow forecasts on a regular basis o ensure funds are available to meet their commitments
for liabilities as they fali due. The Company’s and the subsidiaries” terms of sale require amounts to be paid within
60 to 90 days of the date of sale. Trade payables are normally settled within 60 days of the daie of purchase.

Currency risk

The management consider that the Company and its subsidiaries are not exposed to significant currency risk. The
majority of their transactions and balances are in either UAE Dirhams or US Dollars. As the UAE Dirham is pegged
to the US Dollar, balances in US Dollats are not considered to represent significant currency risk.
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