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2011 Year in Review

We are pleased to report on the financial results and operational performance of National
Central Cooling Company PJSC (Tabreed) for the year ending 31 December 2011.

2011 has been a landmark year for Tabreed. The company increased its revenue and profit
from the preceding year, delivered more key projects, grew its core chilled water business and
significantly enhanced its operational efficiencies whilst completing its recapitalization
program. The successes of 2011 has enabled Tabreed to establish a sustainable and recurring
revenue stream and better position it to overcome the challenges that lie ahead.

The completion of the recapitalization program on 1 April 2011 was a significant milestone,
and it allowed the company to settle its 06 Sukuk on time upon maturity.

The components of the recapitalization program which were completed in 2011 include:

e The refinancing of AED 2.63 billion via the conversion of the company’s short-term
bilateral and syndicated bank debt facilities into a consolidated facility with an
extended tenor and lower total cost of borrowing, providing long-term flexibility. The
company was also extended a new AED 150 million revolving credit facility

e Securing up to AED 3.1 billion in new long-term capital commitments from
Mubadala Development Company, comprising:

a) AED 1.7 billion Subordinated Mandatory Convertible Notes (the ‘Subordinated
Notes’) to refinance the Company’s existing AED 1.7 billion Bridge Financing

b) Up to AED 1.4 billion Subordinated Convertible Loan Facility, which may be
drawn by the company to satisfy certain liquidity needs, complete its build-out
program and pursue near-term growth opportunities

e Early repurchase of the company’s 08 Sukuk that resulted in the annual distribution
amount of AED 246.5 million being settled in ordinary shares

Financial Highlights

In 2011, Tabreed continued to improve its financial performance. Group revenue for the year
increased by 9 per cent to AED 1,114.6 million from 2010, while net profit increased by 34
per cent to AED 182.7 million.

Revenue from chilled water, the company’s core business and the main driver of improved
performance, increased by 25 per cent to AED 943.8 million, while chilled water profit
increased 37 per cent to AED 274.4 million.

Finally, EBITDA, an indicator of cash flow generation, increased by 18 per cent to AED
434.7 million.



Operational Highlights

11 new plants came online in 2011, eight of which were for the Dubai Metro Green Line,
bringing the total number of plants in Tabreed’s UAE portfolio to 58 (51 wholly owned and
operated by the company and seven operated through its affiliates).

45,800 RT of capacity was added in 2011 (an 8 per cent increase from 2010), and 78,115 RT
of new connections made (a 16 per cent increase from 2010).

In total, Tabreed’s installed capacity in the UAE has reached 587,325 RT and connected
capacity 555,181 RT. Regionally, the group’s installed capacity stands at 749,125 RT and
connected capacity at 703,176 RT.

In addition to maintaining its strict adherence to cost discipline and enhancing its
organizational efficiencies, Tabreed also continued to strengthen its customer base, with 47
per cent of its installed capacity now contracted to government organizations, mainly in the
UAE.

Looking Forward

Given the successes of 2011, the board is confident that Tabreed has solid foundations in
place to ensure robust performances in the years to come. Several reasons underpin our
optimism:

@ Tabreed is a district cooling company in an economically strong region that requires
year-round cooling

e The company’s contracts, many of which are with UAE government entities, are
long-term and stable

e The recently completed recapitalization program put in place a stable capital structure,
and provided the necessary cash to fund the completion of existing projects

e  With the Company’s build-out program now substantially complete, focus will be on
increasing the yield from existing assets and a structured, disciplined growth

Going forward, Tabreed’s management will continue to focus on building the business and
creating value for stakeholders by:

1. Enhancing value from existing plants while maximizing organizational and
operational efficiencies

2. Achieving full earnings potential

3. Growing the company’s core chilled water business

District cooling is increasingly recognized as a strategic utility that provides energy efficient,
cost effective and reliable cooling solutions. With expected continued investment in vital
regional infrastructure, there remains a healthy demand for district cooling - an important
component and partner of economic growth.
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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 National Central Cooling
Company PISC (the “Company™) and its subsidiaries (“the Group™). which comprise the consolidated
statement of financial position as at 31 December 2011 and the consolidated income statement,
consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements 1n accordance with International Financial Reporting Standards and the applicable provisions
of the articles of association of the Company and the UAE Commercial Companies Law of 1984 (as
amended), and for such internal control as management detenmines is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility ,

Our responsibility is 10 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 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 amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditors’ judgement,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial 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 safficient and appropriate to provide a basis for
our audit opinion.




Elf FrRNST & YOUNG

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Group as of 31 December 2011 and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards.

Report on Other Legal and Regulatory 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 kept by the Company; an
mnventory was duly carried out and the contents of the report of the Board of Directors relating to these
consolidated financial statements are consistent with the books of account. We further report that 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 1984 (as
amended) or of the articles of association of the Company have occurred during the year which would
have had a material effect on the business of the C ompany or on its financtal position,

Em\/gt X\javwﬁ

Signed by

Mohammad Mobin Khan
Partner

Ernst & Young
Registration No. 532

19 February 2012
Abu Dhabi



National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2011

2011 2010
Notes AED ‘000 AED "000
Revenue 3&4 1,114,571 1,023,734
Operating costs 6.1&4 (654,788) (597.361)
GROSS PROFIT 459,783 426,373
Administrative and other expenses 6.2 (158.390) (160.426)
PROFIT FROM OPERATIONS 301,393 265,947
Finance costs 5 (219,861) (195,751)
Interest income 3,768 4,408
Changes in fair value of derivative liability and other income 44,138 30,916
Share of results of associates 12 50,700 42,453
Share of results of joint ventures 13 1,448 (1.685)
PROFIT FOR THE YEAR 181,586 146,288
Attributable to:
Owners of the parent 182,705 136,823
Non-controlling interests (1,119 9.465
181,586 _ 146,288
Basic and diluted earnings per share attributable to
owners of the parent (AED) 7 0.09 0.36

The attached notes I to 36 form part of these consolidated financial statements.




National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December 2011

Notes
PROFIT FOR THE YEAR
Other comprehensive income
Net movement in fair value of derivatives in cash flow hedges 23
Share of changes in fair value of derivatives of associate
in cash flow hedges 12 & 23

Changes in fair value of available for sale investments
Exchange differences arising on
translation of overseas operations

Other comprehensive income for the year

TOTAL COMPREHENSIVE
INCOME FOR THE YEAR

Attributable to:
Owners of the parent
Non-controlling interests

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

2011
AED ‘000

181586

35,754

(5,635)

212,831
(1,119

PANAYA

2010
AED 000

146.288

11,795

(3,836)
(1,532)

(1.618)

141,632
—9.465

151,097




National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2011

ASSETS

Non-current assets

Capital work in progress

Property, plant and equipment
Intangible assets

Investients in associates

Investments in joint ventures

Loans to an associate and a joint venture
Finance lease receivables

Current assets

Inventories

Accounts receivable and prepayments
Loan to an associate

Finance lease receivables

Contract work in progress

Cash and short term deposits

Assets classified as held for sale
TOTAL ASSETS

EQUITY AND LIABILITIES

Equity attributable to equity holders of the parent
[ssued capital

Treasury shares

Statutory reserve

Retained earnings (accumulated losses)

Foreign currency translation reserve

Cumulative changes in fair value of derivatives
Mandatory convertibie bond and subordinated loan facility — equity component
Capital reduction reserve

Other reserve

Non - controlling interests
Total equity

Non-current liabilities

Accounts payable and accruals

Interest bearing foans and borrowings

Islamic financing arran gements

Obligations under finance lease

Mandatory convertible bond and subordinated Joan facility — lability component
Employees’ end of service benefits

Current liabilities

Bank overdraft

Accounts payable and accruals

Advances from a related party

Interest bearing toans and borrowings

Islamic financing arrangements

Mandatory convertible bond and subordinated loan facility — liability component
Obligations under finance lease

Total liabilities

P

TOTAL EQUIAY ANP'LIABILITIES

Waleed Al'MoKarra§) Al Muhairi
CHAI ’

The attachéd notes 1 to 36 form part of these consolidated financial statements.

Notes

10
11
i4
12

16 & 32
17

30
25
26
28
27
29

2011
AED 000

466,135
4,626,461
37,596
336,926
4,334
56,544
1.619.815

7,147,811

33,909
788,472
3,662
106,300
48,305
511,997

1,492,645
103,297

8,743,753

659,063
(2,016)
79,386
33,278
(2,303)

(41,157)

1,945,245

1,145,196
3,821,692

92,391

3,914,083

41,462
2,110,921
527,096
30,453
909,360

17,090

3,636,882

701,503
400,000
72,811
11,110

7,364
1,192,788
4,829,670

Mgm

2010
AED '000

932,045
4,401,521
37,598
298,041
3,142
72,207
1.194.607

6.939.161
35,796
723,894
9,781
81,888
40,704
361.815

1.253.878

2,£25.0/0

£123.030

243,380
(2.016)
61,115

(1,004,808)
2,310

(71,276)
1,301,679
961,966

1,487,730
94,505

I FE LR

1.582.235

1204800

65,624

34,403

14971
114,998

53,717
1,045,696
400,000
2,406,091
2,320,683
262,255
7.364

22 D

6.495 806

2.122,0V0

6,610,804

Sujit S. Parhar

CHIEF EXECUTIVE OFFICER




National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2011

Aunributable to equity holders of the parent

Cumulative  Mandatory
changes in converlible
Jair value of bond and

Retained Foreign derivatives  subordinated
earnings currency ~ and available —loan facility - Capital Non-
Issued Treasury Statutory (Accumulated translation Jor sale equity reduction Other controlling Total
capiital shares reserve losses) reserve  investments camponent reserve reserve Total interests equity
AED ‘000 AED 000 AED ‘000 AED 000 AED 000 AED 000 AED '000 AED 000 AED ‘000 AED ‘000 ALD ‘000 AED ‘000
Balance at 1 January 2010 1,213,380 (10,050) 47433 (1,045,766) (692) (77703) 1301679 - - 1,428 281 18,385 1,446,666
Profit for the year B - - 136,823 - - - - - 136,823 9,465 146,288
Other comprehensive (1oss) income for the year - - - - 1.618) 6427 - - - 4.809 - 4.809
Total comprehensive incame (loss) for the year - - - 136,823 (1,618) 6,427 - - - 141,632 9,465 151,097
Transfer to statutory reserve - - 13,682 (13,682) - - - - - - - -
Excess of consideration paid over share of
net assets on acquisition of non-controlling
interests in a subsidiary - - - (82,183) - - - - - (82,183) 82,183 -
Dividend paid to non-controlling interests - - - - - - - - - - (15,528) (15,528)
Reduction share capital 970,000) 8,034 - - - - - 961,966 - - - -
Balance at 31 December 2010 243,380 (2,016) 61,115 (1,004,308) (2,310 (71276) 1,301,679 961,966 - 1,487,730 94,505 1,582,235
Profit (Loss) for the year B - - 182,705 - - - - - 182,705 (1,119) 181,586
Other comprehensive income for the year - - - - 7 30,11 - - - 30,126 - 30,126
Total comprehensive income (loss) for the year - - - 182,705 7 30,119 - - - 212,831 (1,119) 211,712
Conversion of mandatory convertible bond into
ordinary shares (note 27) 415,683 - - - - - (1,301,679) - 1,145,196 259,200 - 259,200
Transfer to statutory reserve - - 18,271 (18,271) - - - - - - - -
Mandatory Convertible Bonds — equity component {note 27) - - - - - - 1,864,519 - - 1,864,519 - 1,864,519
Excess of consideration paid over share of net assets on
acquisition of non-controlling interests in a subsidiary (note 9) - - - (2,588) - - - - - (2,588) 2,588 -
Mandatory convertible bond - coupon settled in kind (note 27) - - - (76,500) - - 76,500 - - - - -
Subordinated loan facility Tranche A - coupon settled in kind (note 27) - - - (4,226) - - 4226 - - - - -
Transfer of capital reduction reserve into retained earnings - - - 961,966 - - - (961,966) - - - -
Dividend paid to non-controlling interests - - - - - - - - (3.583) (3,583)
Balance at 31 December 2011 659,063 L2.016) 29,386 —=—38,278 2.303) (4L157)  1,245243 = L145436 3821692 2391 3916083

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




National Central Cooling Company PJSC

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2011

2011 2010
Notes AED ‘000 AED ‘000

OPERATING ACTIVITIES
Profit for the year 181,586 146,288
Non-cash adjustments to reconcile profit for the year

to net cash flows:

Depreciation of property, plant and equipment 11 133,282 102,208
Amortisation of trademarks 14 2 2
Finance income relating to finance lease receivable 17 (99,625) (67,070)
Share of results of associates 12 (44,520) (40,074)
Share of results of joint ventures 13 (1,448) 1,685
Net movement in employees' end of service benefits 29 2,119 1,048
Interest income (3,768) (4,408)
Finance costs 5 219,861 195,751
Other income and changes in fair value of derivative liability 27 (40,176) (25,300)
Working capital adjustments:
Inventories 1,887 511
Trade and other receivables and prepayments (126,505) (84,488)
Contract work in progress (7,601 (19,312)
Accounts payable and accruals (7,535) _23.900
207,559 230,741
Lease rentals received 85,005 38.681
Net cash flows from operating activities 292,564 269,422
INVESTING ACTIVITIES
Purchase of property, plant and equipment 11 (2,920) (7,542)
Proceeds from sale of property, plant and equipment 1,033 -
[nvestments in associates 12 - (22,148)
Payments for capital work in progress (607,037) (1,238,726)
Proceeds from disposal of available for sale investments, net - 35,342
Repayment of loan by associate 21,782 5,421
Interest received 3,768 4,408
Net cash flows used in investing activities (583,374) (1.223.245)
FINANCING ACTIVITIES
Interest bearing loans and borrowings received 25 446,710 1,261,919
Interest bearing loans and borrowings repaid (9,716) (9,086)
Subordinated loans received 27 1,102,000 -
Islamic financing arrangement repaid 26 (734,600) (20,000)
Islamic financing arrangement received 26 52,801 -
Recapitalization program costs paid 25 (92,795) -
Payment for obligations under finance lcase (3,950) (3,601)
Interest paid (262,158) (204,365)
Dividends paid to non-controlling interests (3,583) (15.528)
Net cash flows from financing activities 494,709 1,009.339
INCREASE IN CASH AND CASH EQUIVALENTS 203,899 55,516
Cash and cash equivalents at 1 January 308,098 252,582
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 20 511,997 308.098

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




National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

1 ACTIVITIES

National Central Cooling Company PJSC (“Tabreed” or “the Company™) is registered in the United Arab Emirates
as a Public Joint Stock Company pursuant to the UAE Commercial Companies Law No. 8 of 1984 (as amended) and
is listed on the Dubai Financial Market. The Company is a subsidiary of the Mubadala Development Company
PISC (“MDC” or the “Parent Company™). The principal activity of the Company is to supply chilled water.
Activities of subsidiaries are described in note 9 to the consolidated financial statements.

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 February 19, 2012.

2.1 BASIS OF PREPARATION

The consolidated financial statements are prepared under the historical cost convention modified to include the
measurement at fair value of derivative financial instruments. The consolidated financial statements have been
presented in United Arab Emirates Dirhams (“AED”) which is the functional currency of the parent Company. All
values are rounded to the nearest thousand (AED ‘000) except when otherwise indicated.

Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards as issued by International Accounting Standards Board (“IASB”) and applicable requirements
of the UAE Commercial Companies Law of 1984 (as amended).

2.2 BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of Tabreed and its subsidiaries (the
“Group™) as at 31 December each year.

The financial statements of the subsidiaries are prepared for the same reporting year as the Company, using
consistent accounting policies. All intra-group balances, transactions, income and expenses and profits and losses
resufting from intra-group transactions that are recognised in assets, are eliminated in full.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. Control is achieved
where the Group has the power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities. The results of subsidiaries acquired or disposed of during the year are included in the
consolidated income statement from the date of acquisition or up to the date of disposal, as appropriate.

Total comprehensive income within a subsidiary is attributed to the non-controiling interest even if that results in a
deficit balance.

2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group’s accounting policy and the key source of estimation uncertainty are the same as those applied to the
consolidated financial statements as at and for the year ended 31 December 2011, except for the following new and
amended IFRS and IFRIC interpretations effective as of 1 January 2011 which do not have any significant impact on
the consolidated financial statements:




National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES continued

IAS 24 Related Party Disclosures (Amendment)

The amended standard is effective for annual periods beginning on or after 1 January 2011. The amendment clarifies
the definition of a related party to simplify the identification of such relationships and to eliminate inconsistencies in
its application. The revised standard introduces a partial exemption of disclosure requirements for government-
related entities. The adoption of the amendment did not have any significant impact on the financial position and
performance of the Group.

TAS 32 Financial Instruments: Presentation (Amendment)

The amendment to IAS 32 is effective for annual periods beginning on or after 1 February 2010 and amended the
definition of a financial liability in order to classify rights issues (and certain options or warrants) as equity
instruments in cases where such rights are given pro rata to all of the existing owners of the same class of an entity’s
non-derivative equity instruments, or to acquire a fixed number of the entity’s own equity instruments for a fixed
amount in any currency. The adoption of the amendment did not have any impact on the financial position and
performance of the Group.

IFRIC 14 Prepayments of a Minimum Funding Requirement (Amendment)

The amendment to IFRIC 14 is effective for annual periods beginning on or after 1 January 2011 with retrospective
application. The amendment provides guidance on assessing the recoverable amount of a net pension asset. The
amendment permits an entity to treat the prepayment of a minimum funding requirement as an asset. The adoption
of the amendment did not have any impact on the financial position and performance of the Group.

Improvements to IFRSs

In May 2010, the TASB issued its third omnibus of amendments to its standards, primarily with a view to removing
inconsistencies and clarifying wording. There are separate transitional provisions for each standard. The following
amendments resulting from the improvements did not have any significant impact on the accounting policies,
financial position or performance of the Group.

° IFRS 3 Business Combinations

° IFRS 7 Financial Instruments — Disclosures

o TAS I Presentation of Financial Statements

o IAS 27 Consolidated and Separate Financial Statements

° IAS 34 Interim Financial Statements

° IFRIC 13 Customer Loyalty Programmes (determining the fair value of award credits)
a IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments




National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2.4 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Group's consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilitics, and the
disclosure of contingent liabilities, at the reporting date. However, uncertainty about these assumptions and
estimates could result in outcomes that could require a material adjustment to the carrying amount of the asset or
liability affected in the future.

Judgements

In the process of applying the Group’s accounting policies, management has made the following judgements, apart
from those involving estimations, which have the most significant effect on the amounts recognised in the
consolidated financial statements:

[FRIC 4 Determining whether an Arrangement contains a Lease

Management determines whether an arrangement is, or contains, a lease based on the substance of the arrangement
at inception date whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets and
the arrangement conveys a right to use the asset,

The Company enters into Cooling Agreements (the “Agreements”) with its customers. To the extent such
agreements are determined to contain a lease, the provisions of 1AS 17 “leases” are applied to determinc whether the
Company has retained or transferred the significant risks and rewards of ownership of the related assets.

Impairment of non financial assets — Indicators of impairment

Management determines at each date of statement of financial position whether there are any indicators of
impairment relating to the Group’s cash generating units, property, plant and equipment, capital work in progress
and intangible assets. A broad range of internal and external factors is considered as part of the indicator review
process. Refer to note 11 for details on judgements and estimates applied by the management.

Fair value of financial instruments

Where the fair value of financial assets and financial liabilities recorded in the statement of financial position cannot
be derived from active markets, their fair value is determined using valuation techniques including the discounted
cash flow model. The inputs to these models are taken from observable markets where possible, but where this is not
feasible, a degree of judgment is required in establishing fair values. The judgments include considerations of inputs
such as liquidity risk, credit risk and volatility. Changes in assumptions about these factors could affect the reported
fair value of financial instruments.

Estimates and assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that

have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below:

Useful lives of property, plant and equipment
The Company’s management determines the estimated useful lives of its property, plant and equipment for
calculating depreciation. This estimate is determined after considering the current usage of the asset compared to full

utilisation capabilities of the asset and physical wear and tear. Management reviews the residual value and useful
lives annually.

Recoverable amount for asset classified as held for sale

Management classifies a non-current as held for sale when the carrying amount of the asset is expected to be
recovered through a sale transaction rather than continuing use. Non-current asset held for sale is measured at the
lower of the asset’s carrying amount and fair value less cost to sell at the reporting date. Estimating the asset’s
recoverable amount requires management to make an estimate of the expected sale price of the asset based on
discussions with potential customer.




Nattonal Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2.4 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS continued

Estimates and assumptions

Impairment of non-financial assets

Impairment testing requires an estimation of the value in use of the cash generating units. The value in use requires
the Company to estimate the amount and timing of future cash flows, terminal value of the assets, cost to complete
the construction of the assets and choose a suitable discount rate in order to calculate the present value of the cash
flows.

The net carrying amounts of non-financial assets affected by the above estimations are as follows:

2011 2010

AED ‘000 AED 000

Capital work in progress 466,135 932,045
Property, plant and equipment 4,626,461 4,401,521
Intangible assets 37,596 37,598

Impairment of accounts receivable, amounts due from related parties, finance lease receivable and loan to an
associate and a joint venture

An estimate of the collectible amount of accounts receivable amounts due from related parties and finance lease
receivable is made when collection of the full amount is no longer probable. For individually significant amounts,
this estimation is performed on an individual basis. Amounts which are not individually significant, but which are
past due, are assessed collectively and a provision applied according to the length of time past due, based on
historical recovery rates.

At the reporting date, gross trade accounts receivable, amounts due from related parties, finance lease receivable
and loan to an associate and a joint venture were AED 442.1 million (2010: AED 597.4 million), AED 283.9 million
(2010: AED 92.4 miltion), AED 1,726 million (2010: AED 1,276 million) and AED 60.2 million (2010: AED 81.9
million) respectively and impairment loss recognised in the consolidated income statement for the year ended 31
December 2011 was AED 2.5 million (2010: AED 2.7 million), AED nil (2010: AED nil), AED nil (2010: nil) and
AED nil (2010: nil) respectively.

[mpairment of inventories

Inventorics are held at the lower of cost and net realisable value. When inventories become 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 obsolete, are assessed

collectively and a provision applied according to the inventory type and the degree of ageing or obsolescence, based
on historical selling prices.

At the reporting date, gross inventory was AED 34.2 million (2010: AED 36.1 million). No additional provision has
been made for obsolete inventories during the year ended 31 December 2011 (2010: AED 0.3 million). Any
difference between the amounts actually realised in future periods and the amounts expected to be realised will be
recognised in the consolidated income statement.

Contracting revenue and expenses

When the outcome of a contract can be estimated reliably, contract revenue and contract costs associated with the
contract are recognised as revenue and expenses respectively by reference to the stage of completion of the contract
activity at the reporting date. An expected loss on the contract is recognised as an expense immediately.

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

a) total contract revenue can be measured reliably;

b) it is probable that the economic benefits associated with the contract will flow to the Group;

c) both the contract costs to complete the contract and the stage of contract completion at the reporting date
can be measured reliably; and

d) the contract costs attributable to the contract can be clearly identified and measured reliably so that actual

contract costs incurred can be compared with prior estimates.
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National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2.4 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS continued

Estimates and assumptions continued

Contracting revenue and expenses continued

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

The Group estimates the cost to complete the projects in order to determine the cost attributable to revenue being
recognised based on reports from third party independent consultant.

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition

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. For supply of chilled water, revenue comprises of available
capacity and variable output provided to customers and is recognised when services are provided.

Revenue from supervision contracts services is recognised as supervision services are rendered. Revenue in respect
of study and design contracts services is recognised by reference to the stage of completion of the contract, when 1)
it is probable that the economic benefits associated with the contract will flow to the Group; 2) the contract costs
attributable to the contract can be reliably estimated; and 3) the Group is reasonably confident about the collection
of the amount recognised.

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 total cost of the contract. Provision is made for any known losses and probable
contingencies.

Where the Group determines that an agreement with a customer contains a finance lease, capacity payments are
recognised as finance income using a rate of return to give constant periodic rate of return on the investment in each
year. Finance income on finance Jease receivables is included in revenue due to its operating nature.

Interest income including interest on finance lease receivable 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 instruments to the net carrying amount of the financial asset.

Connection fees are recognised on a straight line basis over the term of the respective customer contracts unless it

represents a separately identifiable service and satisfies other criteria for upfront recognition to the consolidated
income statement.

Leases where the Group does not transfer substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Initial direct costs incurred in negotiating an operating lease are added to the carrying
amount of the leased asset and recognised over the lease term on the same bases as rental income. Contingent rents
are recognised as revenue in the period in which they are earned. Where the Group determines that the cooling
service agreements to contain an operating lease, capacity payments are recognised as operating lease rentals on a
systematic basis to the extent that capacity has been made available to the customers during the year.

Rental income arising from operating leases on chilled water plants is accounted for on a straight-line basis over the
lease terms and included in revenue due to its operating nature,

12



National Central Cocling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Foreign currency transiation

The consolidated financial statements are presented in AED, which is the parent Company’s functional and
presentation currency. The functional currency is the currency of the primary economic environment in which an
entity operates. Each entity in the Group determines its own functional currency and items included in the financial
statements of each entity are measured using that functional currency.

] Transactions and balances

Transactions in foreign currencies are initially recorded by the Group entities at their respective functional currency
rates prevailing at the date of transaction,

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate of
exchange ruling at the balance sheet reporting date.

All differences are taken to the consolidated income statement with the exception of monetary items that provide an
effective hedge of a net investiment in a foreign operation. These are recognised in the statement of comprehensive
income until the disposal of the net investment, at which time they are recognised in the consolidated income
statement.

Non monetary items that are measured at historical cost in a foreign currency are translated using the exchange rates
as at the dates of the initial transactions.

i) Group companies

The assets and liabilities of foreign operations are translated into AED at the rate of exchange ruling at the balance
sheet reporting date and their income statements are translated at the weighted average exchange rates for the year.
The exchange differences arising on the translation are recognised in the statement of comprehensive income. 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.

Capital work in progress

Capital work in progress is recorded at cost incurred by the Group for the construction of the plants and distribution
network. Alfocated costs directly attributable to the construction of the assets are capitalised. The capital work in
progress is transferred to the appropriate asset category and depreciated in accordance with the Group’s policies
when construction of the asset is completed and it is available for use.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition or construction of a qualifying asset are capitalised
(net of interest income on temporary investment of borrowings) as part of the cost of the asset until the asset is
commissioned for use. Borrowing costs in respect of completed and suspended projects or not attributable to
qualifying assets are expensed in the period in which they are incurred.

For partially operational plants and distribution assets, the Company ceases capitalising borrowing costs when
substantially all the activities necessary to prepare the qualifying asset for its intended use are complete.

Property, plant and equipment

Property, plant and equipment arc stated at cost less accumulated depreciation and any impairment in value. Such
cost includes the cost of replacing part of the plant and equipment when that cost is incurred, if the recognition
criteria are met. Likewise, when a major inspection is performed, its cost is recognised in the carrying amount of the
property plant and equipment as a replacement if the recognition criteria are satisfied. All other repair and
maintenance costs are recognised in consolidated income statement as incurred. Land is not depreciated.




National Central Cooling Company PJSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Property, plant and equipment continued
Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

Plant and related integrated assets over 30 years
Buildings over 50 years
Distribution assets over 50 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 asset’s residual values, useful lives and methods of depreciation are reviewed, and adjusted if appropriate, at
each financial year end.

The Group performs regular major overhauls of its district cooling plants. When each major overhaul 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 derecognised upon disposal or when no [uture economic benefits are
expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in consolidated income
statement in the year the asset is derecognised.

Investments in associates
The Group’s investments in associates are accounted for under the equity method of accounting. These are entities
over which the Company exercises significant influence and which is neither a subsidiary nor a joint venture.

Investments in associates are carried in the consolidated statement of financial position at cost, plus post-acquisition
changes in the Company’s share of net assets of the associates, less any impairment in value. The consolidated
income statement reflects the Company’s share of the results of its associates. Where there has been a change
recognised directly in the equity of the associate, the Company recognises its share of any changes and discloses
this, when applicable, in the statement of comprehensive income. Profits and losses resulting from transactions
between the Company and the associate are eliminated to the extent of the interest in the associate. Losses on
transaction are recognised immediately if the loss provides evidence of a reduction in the net realisable value of
current assets or an impairment loss.

The financial statements of the associates are prepared for the same reporting period as the Company. Where
necessary, adjustments are made to bring the accounting policies in line with those of the Company.

After application of the equity method, the Company determines whether it is necessary to recognise an additional
impairment loss of the Group’s investment in its associates. The Company determines at each reporting date whether
there is any objective evidence that the investment in associate is impaired. If this is the case the Company
calculates the amount of impairment as being the difference between the fair value of the associate and the
acquisition cost (and post acquisition changes in the net assets of the associate) and recognises the amount in the
consolidated income statement.

Upon loss of significant influence over the associate, the Company measures and recognises any retaining
investment at its fair value. Any difference between the carrying amount of the associate upon loss of significant
influence and the fair value of the retaining investment and proceeds from disposal is recognised in the consolidated
income statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Investments in joint ventures

The Company has investments in joint ventures which are jointly controlled entities, whereby the ventures have a
contractual arrangement that establishes joint control over the economic activities of the entities. The Company
carries interests in joint ventures in the consolidated statement of financial position at cost, plus post-acquisition
changes in the Company’s share of net assets of the joint ventures, less any impairment in value. The consolidated
income statement reflects the Company’s share of the results of its joint ventures.

Where there has been a change recognised directly in the equity of the joint venture, the Company recognises its
share of any changes and discloses this, when applicable, in the statement of comprehensive income. Profits and
losses resulting from transactions between the Company and the joint ventures are eliminated to the extent of the
interest in the joint ventures. Losses on transaction are rccognised immediately if the loss provides evidence of a
reduction in the net realisable value of current assets or an impairment loss.

The financial statements of the joint ventures are prepared for the same reporting period as the parent company.
Adjustments are made where necessary to bring the accounting policies in line with those of the Company.

After application of the equity method, the Company determines whether it is necessary to recognise an additional
impairment loss of the Group’s investment in its joint ventures. The Company determines at each balance sheet
reporting date whether there is any objective evidence that the investment in joint ventures is impaired. If this is the
case the Company calculates the amount of impairment as being the difference between the fair value of the joint
ventures and the acquisition cost {and post acquisition changes in the net assets of the joint ventures) and recognises
the amount in the consolidated income statement.

The joint venture is consolidated until the date on which the Company ceases to have joint control over the joint
ventures. Upon loss of joint control and provided the former joint control entity does not become a subsidiary or
associate, the Company measures and recognises its remaining investment at its fair value. Any difference between
the carrying amount of the former joint controlled entity upon loss of joint control and the fair value of the
remaining investment and proceeds from disposal is recognised immediately in the consolidated income statement.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is its fair value as at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses.
Internally generated intangible assets, excluding capitalised development costs, are not capitalised and expenditure
is reflected in the consolidated income statement in the year in which the expenditure is incurred. The useful lives of
intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at least at cach financial year end. Changes in the
expected uscful life or the expected pattern of consumption of future economic benefits embodied in the asset is
accounted for by changing the amortisation period or method, as appropriate, and are treated as changes in
accounting estimates.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, either
individually or at the cash-generating unit level. The assessment of indefinite life is reviewed annually to determine
whether the indefinite life continues to be supportable. If not, the change in useful life from indefinite to finite is
made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognised in the consolidated income statement
when the asset is derecognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Impairment of non-financial assets

The Group assesses at cach reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair
value less costs to sell and its value in use and is determined for an individual asset, unless the asset does not
generate cash inflows that arc largely independent of those from other assets or groups of assets. When the carrying
amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to
its recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present
value using a discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. In determining fair value less costs to sell, recent marke transactions are taken into account, if available.
If no such transactions can be identified, an appropriate valuation model is used. These calculations are corroborated
by valuation muitiples, quoted share prices for publicly traded subsidiaries or other available fair value indicators.

The Group bases its impairment calculation on detailed budgets and forecast calculations, which are prepared
separately for each of the Group’s CGUs to which the individual assets are allocated. These budgets and forccast
calculations cover a period to the end of useful life of the plants.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
Group estimates the assets” or cash-generating units’ recoverable amount. A previously recognised impairment loss
is reversed only if there has been a change in the assumptions used to determine the asset’s recoverable amount
since the last impairment loss was recognised. The reversal is limited so that the carrying amount of the asset does
not exceed its recoverable amount, nor exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the
consolidated income statement.

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of the business
combination over the Company’s interest in the net fair value of the identifiable assets, liabilities and contingent
liabilities. Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.

Goodwill is tested for impairment, annually and when circumstances indicate that the carrying value may be
impaired.

[mpairment is determined for goodwill by assessing the recoverable amount of the cash-generating units, to which
the goodwill is allocated. Where the recoverable amount of the cash-generating units is less than their carrying
amount an impairment loss is recognised. Impairment losses relating to goodwill cannot be reversed in future
periods. The Company performs its annual impairment test of goodwill as at 31 December.

Assets classified as held for sale

Non-current assets are classified as assets held for sale and stated at the lower of carrying amount and fair value less
costs to sell if their carrying amount is recovered principally through a sale transaction rather than through its
continuing use. This condition is regarded as met only when the sale is highly probable and the asset or disposal
group is available for immediate sale in its present condition. Management must be committed to the sale, which
should be expected to qualify for recognition as a completed sale within one year from the date of classification.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Investment and other financial assets

Financial assets within the scope of [AS 39 are classified as financial assets at fair value through income statement,
loans and receivables, held-to-maturity investments, available-for-sale financial assets, or derivatives designated as
hedging instruments in an effective hedge, as appropriate. When financial assets are recognised initially, they are
measured at fair value, plus, in the case of investments not at fair value through income statement, directly
attributable transaction costs.

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

Trade and settlement date accounting

All regular way purchases and sales of financial assets are recognised on the trade date, which is the date that the
Group commits to purchase the asset. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the period generally established by regulation or convention in the marketplace.

Offsetting

Financial assets and financial liabilities are only offset and the net amount reported in the consolidated statement of
financial position when there is a legally enforceable right to set off the recognised amounts and the Group intends
to either settle on a net basis, or to realise the asset and settle the liability simultaneously.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. After initial measurement, such financial assets are subsequently measured at amortised cost using
the effective interest rate method (EIR), less impairment. Amortised cost is calculated by taking into account any
discount or premium on acquisition and fee or costs that are an integral part of the EIR. The EIR amortisation is
included in finance income in the income statement.

Derecognition of financial assets

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised when:

° the rights to receive cash flows from the asset have expired; or

@ the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement:
and either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group
has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred
contro] of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, a new asset is recognised to the extent of the Group’s continuing involvement in the
asset. In that case, the Group also recognises a liability. The transferred asset and associated liability are measured
on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset, is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Group could be required to
repay.

When continuing involvement takes the form of a written and/or purchased option (including a cash settled option or
similar provision) on the transferred asset, the extent of the Group’s continuing involvement is the amount of the
transferred asset that the Group may repurchase, except that in the case of a written put option (including a cash
seltled option or similar provision) on an asset measured at fair value, the extent of the Group’s continuing
involvement is limited to the tower of the fair value of the transferred asset and the option exercise price.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Impairment and non-collectibility of financial assets

The Group assesses at each reporting date whether there is any objective evidence that a financial asset or a group of
financial assets is 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 more events that has occurred after 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.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing significant
financial difficuity, default or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganisation and where observable data indicate that there is a measurable decrease
in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults. In
the case of equity investments classified as available-for-sale, objective evidence would include a significant or
prolonged decline in the fair value of the investment below its cost. ‘Significant’ is to be evaluated against the
original cost of the investment and ‘prolonged’ against the period in which the fair value has been below its original
cost.

Financial assets carried at amortised cost

For financial assets carried at amortised cost the Group first assesses individually whether objective evidence of
impairment exists individually for financial assets that are individually significant, or collectively for financial assets
that are not individually significant. If the Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the asset in a group of financial asscts
with similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is, or continues to be, recognised are not included in a
collective assessment of impairment.

If there is objective evidence that an impairment loss has incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding
future expected credit losses that have not yet been incurred). The present value of the estimated future cash flows is
discounted at the financial assets original effective interest rate. If a loan has a variable interest rate, the discount rate
for measuring any impairment loss is the current effective interest rate.

The carrying amount of the asset is reduced through the use of an allowance account and the amount of the loss is
recognised in the consolidated income statement. Interest income continues to be accrued on the reduced carrying
amount and is accrued using the rate of interest used to discount the future cash flows for the purpose of measuring
the impairment loss.

The interest income is recorded as part of finance income in the consolidated income statement. Loans together with
the associated allowance are written off when there is no realistic prospect of future recovery and all collateral has
been realised or has been transferred to the Group. If, in a subsequent year, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by adjusting the allowance account. If a future write-off is later
recovered, the recovery is credited to finance costs in the income statement.

The present value of the estimated future cash flows is discounted at the financial asset’s original effective interest
rate. If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective
interest rate.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

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:

s Raw materials, consumables and goods for resale — purchase cost on the basis of weighted average cost.

»  Work in progress - costs of direct materials and labour plus attributable
overheads based on a normat level of activity.

»  Finished goods - costs of direct materials and labour plus attributable

overheads based on a normal level of activity.

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

Contract work in progress
Contract work in progress represents cost plus attributable profit less provision for foreseeable losses and progress
payments received and receivable,

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash in hand, bank
balances, and short-term deposits with an original maturity of three months or less, net of outstanding bank
overdrafts.

Treasury shares

Own equity instruments which are reacquired (treasury shares) are recognised at eost and deducted from equity. No
gain or loss is recognised in the consolidated income statement on the purchase, sale, issue or cancellation of the
Company’s own equity instruments. Any difference between the carrying amount and the consideration is
recognised in other capital reserves,

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of JAS 39 are classified as financial liabilities at fair value through profit or
loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
The Group determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value plus, in the case of mandatory convertible bonds, term
loans and Islamic financing arrangements, directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, bank overdrafts, mandatory convertible bonds,
term loans and Islamic financing arrangements, and derivative financial instruments.

Subsequent measurement
The measurement of financial liabilities depends on their classification and is described below:

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.

Interest bearing loans & borrowings and Islamic financing arrangements
After initial recognition, interest bearing loans and borrowings and Islamic financing arrangements are subsequently
measured at amortised cost using the effective interest method.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Mandatory convertible bond and subordinated loan facility
Mandatory convertible bond is separated into liability and equity components based on the terms 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 market interest rate for an
equivalent non-convertible bond. Fair value of derivative liability, arising from a fixed range of variability in the
number of shares to be issued to the bond holders is initially recognised at its fair value and subsequently
remeasured at each reporting date with the changes in fair value taken to the consolidated income statement.

The balance of the proceeds is allocated to the equity conversion portion and recognised under a separate heading
under shareholders’ equity. On conversion at maturity, the par value of the ordinary shares issued is recognised
under issued capital and any surplus recognised under share premium.

Transaction costs are allocated between liability and equity components of the mandatory convertible bond based on
allocation of initial proceeds from the bond between the liability and equity components.

For the subordinated loan facility, to the extent the facility represents a contractual arrangement to deliver cash or
another financial asset, it is classified as a liability, with the balance of proceeds being allocated to equity and
recognised under separate heading in sharcholders’ equity. On conversion at maturity, the par value of the ordinary
shares issued is recognised under issued capital and any surplus recognised under share premium. Subordinated loan
facility carrying interest rate below market rate is measured at fair value with the balance of proceeds recognised
under separate heading in shareholders® equity.

Transaction costs are atlocated between liability and equity components of the subordinated loan facility based on
allocation of initial proceeds from the facility between the liability and equity components.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantialty different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as the
derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying
amounts is recognised in the income statement.

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

Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at
inception date of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets or
the arrangement conveys a right to use the asset.

Group as lessee

Finance leases, which transfer to the Group substantially all of the risks and benefits incidental to ownership of the
leased item, are capitalised at the inception of the lease at the fair value of the leased property or, if lower, at 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 reflected in the consolidated income statement.

Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and the lease term,
if there is no reasonable certainty that the Group will obtain ownership by the end of the lease term.

Operating lease payments are recognised as an expense in the consolidated income statement on a straight line basis
over the lease term.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Leases continued

Group as lessor — Finance leases

Leases where the Group transfers substantially all of the risks and benefits of ownership of the asset through its
contractual arrangements to the customer are considered as a finance lease. The amounts due from the lessee are
recorded in the balance sheet as financial assets (finance lease receivable) and are carried at the amount of the net
investment in the lease after making provision for impairment.

Group as lessor — Operating leases

Leases in which the Group does not transfer substantially all of the risks and benefits of ownership of the asset are
classified as operating leases.

Employees' end of service benefits

The Group provides 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 accrued over the period of employment.

With respect to its national employees, the Group makes 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.

Share-based payment transactions

Qualifying employees of the Company receive part of their remuneration in the form of share-based payment
transactions. The employees are granted notional units of Company’s ordinary shares which are payable 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 or minimum guaranteed value, whichever
is higher. The cost of cash settied transactions is expensed to the consolidated income statement or capital work in
progress, as applicable, in the year of grant with recognition of a corresponding liability. The liability is remeasured
at each reporting date up to and including the settlement date with changes in fair value, subject to minimum
guaranteed value, recognised in the consolidated income staternent or capital work in progress, as applicable.

Derivative financial instruments and hedging

The Group uses derivative financial instruments such as interest rate swaps to hedge risks associated with interest
rate. Such derivative financial instruments are initially recognised at fair value on the date on which a 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 liabilitics when the fair value is negative.

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

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

° cash flow hedges when hedging exposure to variability in cash flows that is either attributable to a
particular risk associated with a recognised asset or liability or a firm commitment; or
° fair value hedges when hedging the exposure to changes in the fair value of an unrecognised firm

commitment.

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to
which the Group wishes to apply hedge accounting and the risk management objective and strategy 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 instrument’s effectiveness in offsetting the
exposure to changes in the hedged item’s cash flows or fair values, as applicable, attributable to the hedged risk.
Such hedges are expected to be highly effective in achieving offsetting changes in cash flows or fair values, as
applicable, and are assessed on an ongoing basis to determine that they actually have been highly effective
throughout the financial reporting periods for which they were designated.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Derivative financial instruments and hedging continued

Cash flow hedges

The effective portion of the gain or loss on the hedging instrument is recognised directly in the statement of
comprehensive income under the heading of “changes in fair value of derivatives”, while any ineffective portion is
recognised immediately in the consolidated income statement.

Amounts recognised in the statement of comprehensive income are transferred to the consolidated income statement
when the hedged transaction affects the consolidated income statement, such as when the hedged interest expense is
recognised or when a forecast sale occurs.

On restructuring of the hedged item and revocation of hedging relationship, for an effective cash flow hedge, fair
value of the hedging instrument as of the date of restructuring is recognised to income statement over the shorter of
remaining life of the original hedged item or hedging instrument.

Where the hedged item is the cost of a non-financial asset or non-financial liability, the cumulative amounts
recognised in the statement of changes in equity are transferred to the initial carrying amount of the non financial
asset or liability.

If the firm commitment is no longer expected to occur, amounts previously recognised in equity are transterred to
consolidated income statement. If the hedging instrument expires or is sold, terminated or exercised without
replacement or rollover, or if its designation as a hedge is revoked, amounts previously recognised in equity remain
in equity until the forecast transaction or firm commitment occurs.

Fair value hedges

The change in the fair value of a hedging derivative is recognised in the consolidated income statement. When an
unrecognised firm commitment is designated as a hedged item, the subsequent cumulative change in the fair value
of the firm commitment attributable to the hedged risk is recognised as an asset or liability with a corresponding
gain or loss recognised in the consolidated income statement. The changes in the fair value of the hedging
instrument are also recognised in the consolidated income statement.

Fair value of financial instruments
Financial instruments comprise financial assets and financial liabilities.

Financial assets comprise loan to an associate and a joint venture, trade and other receivables, finance lease
receivables, cash and short term deposits. Financial liabilities comprise payables, loans, liability component of
convertible bond and subordinated loan facility and finance lease liabilities.

The fair value of financial instruments that are traded in active markets at each reporting date is determined by
reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for short
positions), without any deduction for transaction costs. For investments where there is no active market, fair value is
determined using valuation techniques. Such techniques include using recent arm’s length market transactions;
reference to the current market value of another instrument which is substantially the same; discounted cash flow
analysis or other valuation models.

An analysis of fair values of financial instruments and further details as to how they are measured are provided in
note 36.
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2.6 FUTURE CHANGES IN ACCOUNTING POLICIES — STANDARDS ISSUED BUT NOT YET
EFFECTIVE

The following IASB Standard and amendments have been issued but are not yet mandatory, and have not yet been
adopted by the Group:

- [AS 1 Financial Statement Presentation — Presentation of ltems of Other Comprehensive [ncome
- IAS 12 Income Taxes — Recovery of Underlying Assets

- IAS 19 Employee Benefits (Amendment)

- IAS 27 Separate Financial Statements (as revised in 2011)

- IAS 28 Investments in Associates and Joint Ventures (as revised in 201 1)

- IFRS 7 Financial Instruments: Disclosures — Enhanced Derecognition Disclosure Requirements
- [FRS 9 Financial Instruments: Classification and Measurement

- IFRS 10 Consolidated Financial Statements

- IERS 11 Joint Arrangements

- IFRS 12 Disclosure of Involvement with Other Entities

- IFRS 13 Fair Value Measurement

The Group, however, expects no material impact from the adoption of the above new and amended standards on its
financial position or performance.

3 REVENUE
2011 2010
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