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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF NATIONAL CENTRAL COOLING COMPANY PJSC

Report on the audit of the consolidated financial statements

Opinion

We have audited the consolidated financial statements of National Central Cooling Company PJSC
(the “Company”) and its subsidiaries (the “Group™) which comprise the consolidated statement of financial
position as at 31 December 2023, and the consolidated statement of profit or loss, consolidated statement
of comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial statements, including material

accounting policy information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at 31 December 2023 and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (“IFRSs™).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”).
Our responsibilities under those standards are further described in the Auditor s responsibilities for the audit
of the consolidated financial statements section of our report. We are independent of the Group in
accordance with the International Code of Ethics for Professional Accountants (including International
Independence Standards) (the “IESBA Code”) together with the ethical requirements that are relevant to
our audit of the consolidated financial statements in the United Arab Fmirates, and we have fulfilled our
other ethical responsibilities in accordance with these requirements and the [ESBA Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. For each matter below, our description of how

our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters. Accordingly,
our audit included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the consolidated financial statements. The results of our audit procedures,
including the procedures performed to address the matters below, provide the basis for our audit opinion on
the accompanying consolidated financial statements.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF NATIONAL CENTRAL COOLING COMPANY PJSC continued

Report on the audit of the consolidated financial statements continued
Key audit matters continued

Revenue recognition

The Group generates revenue from its contracts with customers for the supply of chilled water and
associated value chain in the UAE, Bahrain, Saudi Arabia, and Oman through its subsidiaries, associates
and joint ventures. A significant proportion of the Group’s revenues and profits is derived from long term
contracts including lease arrangements.

Revenue from the supply of chilled water is recognized over time. The Group has applied judgement in
classification of certain long-term customer contracts as operating or finance leases depending on the terms

and conditions of the contracts.

Revenue from the value chain business is recognized over time for supervision and design of district cooling
networks and at point in time for the sale of related equipment.

The Group’s revenue recognition accounting policy is included in note 2.3.2 to the consolidated financial
statements.

The Group recognised revenue of AED 2,415 million (2022: AED 2,216 million) for the year ended
31 December 2023. Revenue recognition is considered a key audit matter given the Group’s varied nature
of revenue arrangements and the magnitude of the amounts involved.

The audit procedures performed over this key audit matter include the following:

° We obtained an understanding of the business process flow and performed walkthroughs to
understand the key processes and identify key controls;

e We assessed the relevant controls over revenue to determine if they had been designed and
implemented appropriately and tested these controls to determine if they were operating effectively;

. We performed procedures to assess whether the revenue recognition criteria adopted by Group is
appropriate and in accordance with the Group’s accounting policy and the requirements of the
[FRSs;

° We performed analytical procedures including data analytics on major revenue streams to test
transaction initiation to recording process and compared the major revenue streams o prior year
results;

° We obtained the key items and representative sample of revenue transactions and tested their
ocecurrence, accuracy and recognition, by tracing them back to supporting documents;

° We recalculated the finance lease income, on a sample basis, with reference to the respective lease
models; and

° We assessed the disclosure in the consolidated financial statements relating to revenue recognition
for compliance with the requirements of the IFRSs.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF NATIONAL CENTRAL COOLING COMPANY PJSC continued

Report on the audit of the consolidated financial statements continued

Impairment assessment of goodwill
The Group has recorded goodwill amounting to AED 319 million (2022: AED 319 million) arising from

the acquisition of two of its subsidiaries.

Management carries out impairment assessments of goodwill annually. Goodwill impairment testing is
considered a key audit area given the significant estimates and assumptions involved in determining the
value in use of the respective cash generating units. These estimates and assumptions relate to future cash
flows, consumer price index and discount rates.

The audit procedures performed over this key audit matter include the following:

o We tested, together with our valuation specialists, the Group’s impairment testing methodology and
inputs used in the models as well as the assumptions relating to consumer price index and discount
rates;

° We tested the mechanical accuracy of the cash flow models;

e We assessed the sensitivity of available headroom in the respective CGUs to changes in key
assumptions;

° We compared actual performance of cash generating units to the assumptions applied in discounted

cash flow models to assess the historical accuracy of management's estimates;

o We performed earnings multiples cross checks in comparison with other comparable businesses to
assess the impairment testing model outcomes; and

° We assessed the adequacy of the disclosure in the consolidated financial statements in compliance
with the requirements of the IFRS.

Other information

Other information consists of the information included in the Group’s Annual Report other than the
consolidated financial statements and our auditor’s report thereon. Management is responsible for the other
information. The Group’s Annual Report is expected to be made available to us after the date of this

auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we will not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated.

When we read the Group’s Annual Report, if we conclude that there is a material misstatement therein, we
are required to communicate the matter to those charged with governance.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF NATIONAL CENTRAL COOLING COMPANY PJSC continued

Report on the audit of the consolidated financial statements continued

Responsibilities of management and those charged with governance for the consolidated financial
statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with IFRSs and in compliance with the applicable provisions of the Memorandum of
Association of the Company and the UAE Federal Law No. 32 of 2021, and for such internal control as
management determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from

error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT

TO THE SHAREHOLDERS OF NATIONAL CENTRAL COOLING COMPANY PJSC continued

Report on the audit of the consolidated financial statements continued

Auditor’s responsibilities for the audit of the consolidated financial statements continued

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

. Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, action taken to
eliminate threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF NATIONAL CENTRAL COOLING COMPANY PJSC continued
Report on other legal and regulatory requirements

Further, as required by the UAE Federal Law No. 32 0f 2021, we report that for the year ended 31 December

2023:

i) the Group has maintained proper books of account;

i) we have obtained all the information and explanations we considered necessary for the purposes of
our audit;

iii) the consolidated financial statements have been prepared and comply, in all material respects, with
the applicable provisions of the UAE Federal Law No. 32 of 2021, and the Memorandum of
Association of the Company;

iv) investments in shares are included in note 9, 12 and 13 to the consolidated financial statements and
include the purchases and investments made by the Group during the year ended 31 December
2023;

v) note 30 reflects material related party transactions and the terms under which they were conducted;

vi) based on the information that has been made available to us, nothing has come to our attention

which causes us to believe that the Company has contravened during the year ended 31 December
2023 any of the applicable provisions of the UAE Federal Law No. 32 of 2021 or of its
Memorandum of Association which would materially affect its activities or its consolidated
financial position as at 31 December 2023; and

vit) note 1 reflects the social contributions made during the year.

Further, as required by the Resolution of the Chairman of the Abu Dhabi Accountability Authority No. (88)
of 2021 regarding financial statements Audit Standards for the Subject Entities, we report that, in connection
with our audit of the consolidated financial statements for the year ended 31 December 2023, nothing has
come to our attention that causes us to believe that the Group has not complied, in all material respects, with
any of the provisions of the following laws, regulations and circulars as applicable, which would materially
affect its activities or the consolidated financial statements as at 31 December 2023:

1) Its Memorandum of Association or Law of Establishment which would materially affect its
activities or its financial position as at 31 December 2023; and

i1) Relevant provisions of the applicable laws, resolutions and circulars organising the Group’s
operations.

=

Signed by

Raed Ahmad
Partner

Emst & Young
Registration No 811

14 February 2024
Abu Dhabi

A member firm of Ernst & Young Global Limited
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES

Consolidated statement of profit or loss
For the year ended 31 December 2023

Revenues
Direct costs

Gross profit

(Provision for) reversal of
trade receivables
Administrative and other expenses

Operating profit

Finance costs

Finance income

Other gains and losses, net

Share of results of associates and joint ventures, net
Profit before tax

Income tax

Profit for the year

Attributable to:
Equity holders of the parent
Non-controlling interests

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

Notes

6.1

20

6.2

6.4
12,13

14

For the year ended 31 December

2023 2022
AED ‘000 AED ‘000
2,415,475 2,216,156
(1,333,390) (1,177,919)
1,082,085 1,038,237
(3,895) 8,830
(272,446) (245,169)
805,744 801,898
(264,623) (289,444)
60,540 21,705
148,770 69,639
34,923 29,607
785,354 633,405
(358,795) .
426,559 633,405
431,141 600,188
(4,582) 33,217
426,559 633,405
0.15 0.21

(9)

The attached notes 1 to 34 form part of these consolidated financial statements.
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES

Consolidated statement of comprehensive income
For the year ended 31 December 2023

For the year ended 31 December

2023 2022
Notes AED ‘000 AED ‘000
Profit for the year 426,559 633,405

Other comprehensive income
Items that may be reclassified subsequently to
profit or loss:

Net movement in fair value of derivatives in

cash flow hedges related to
Interest Rate Swaps (“IRS”) 20 (99,952) 280,031

Share of changes in fair value of derivatives of
associates and joint venture in

cash flow hedges related to IRS 12 (4,833) 17,489
Exchange differences arising on translation of
overseas operations 781 (1,570)
Net other comprehensive (loss) income that may be
reclassified subsequently to profit or loss (104,004) 295,950

Reclassification of fair value of derivatives in cash flow
hedges to profit or loss statement upon termination

(note 24) (100,604) -

Net other comprehensive loss reclassified to
profit or loss (100,604) -
Total comprehensive income for the year 221,951 929,355

Attributable to:

Equity holders of the parent 226,533 896,138
Non-controlling interests (4,582) 33,217
221,951 929,355

The attached notes 1 to 34 form part of these consolidated financial statements. (10)
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES

Consolidated statement of financial position
As at 31 December 2023

As at 31 December
2023 2022
ASSETS Notes AED ‘000 AED ‘000
Non-current assets
Capital work in progress 10 258,276 252,041
Property, plant and equipment 11 4,521,031 4,752,673
Right-of-use assets 17 221,673 192,849
Intangible assets 15 4,049,445 4,152,090
Investments in associates and joint ventures 12,13 622,390 457,288
Finance lease receivables 16 2,522,872 2,577,891
Long term deposits 18 14,309 -
12,209,996 12,384,832
Current assets
Inventaries 69,693 60,029
Trade and other receivables 20 691,040 908,476
Finance lease receivables 16 333,157 324,279
Cash and bank balances 21 1,509,804 1,773,301
2,603,694 3,066,085
Total assets 14,813,690 15,450,917
EQUITY AND LIABILITIES
Equity
Issued capital 22 2,845,261 2,845,261
Treasury shares (3,296) (3,296)
Statutory reserve 23 565,453 522,947
Retained earnings ' 2,762,076 2,757,257
Foreign currency translation reserve 1,932 1,151
Cumulative changes in fair value of
derivatives in cash flow hedges ) 146,101 351,490
Equity attributable to the equity holders of the parent 6,317,527 6,474,810
Non-controlling interests 625,715 679,265
Total equity 6,943,242 7,154,075
Liabilities
Non-current liabilities
Trade and other payables 28 268,666 218,559
Interest bearing loans and borrowings 24 1,976,915 2,468,855
Islamic financing arrangement 25 638,135 929,318
Non-convertible Bonds and Sukuk 26 3,532,495 3,648,295
Lease liabilities 19 176,999 170,487
Deferred tax liabilities 14 358,795 -
Employees’ end of service benefits 27 45,258 42,706
6,997,263 7,478,220
Current liabilities
Trade and other payables 28 759,098 726,601
Interest bearing loans and borrowings 24 61,037 37,626
Islamic financing arrangement 25 - 8,073
Lease liabilities 19 53,050 46,322
873,185 818,622
Total liabllities 7,870,448 8,296,842
Total equity and liabilities 14,813,690 15,450,917
— 2™, b h
L : |
Khaled Abdulla Al Qubaisi Khalid Abdulla Al Marzooqi
Chairman Chief Executive Officer Chief Flnancia! Officer

The attached notes 1 to 34 form part of these consolidated financial statements,

(11)
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES

Consolidated statement of cash flows
For the year ended 31 December 2023

Operating activities
Profit before tax

Non-cash adjustments:
Depreciation of property, plant and equipment

Depreciation of right-of-use assets
Amortisation of intangible assets
Finance lease income

Share of results of associates and joint ventures
Provision for employees' end of service benefits
Other gains and losses, net

Provision for (Reversal of) trade receivables
Finance income

Finance costs
Net operating cash flows before changes in
working capital

Working capital changes:

Inventories

Trade and other receivables

Trade and other payables

Lease rentals received

Employees’ end of service benefits paid

Net cash flows generated from operating activities

Investing activities

Purchase of property, plant and equipment
Payments for capital work in progress
Capital contribution by a non-controlling interest
Disposal of interest in subsidiary
Investment in associate

Dividends from associates

Disposal of property, plant and equipment
Investment in long term deposits

Finance Income received

Net cash flows used in investing activities

Financing activities

Interest bearing loans and borrowings repaid
Sukuk purchased

Islamic financing arrangement repaid
Principal elements of lease payments
Finance cost paid on lease liabilities

Finance cost paid

Dividends paid to shareholders

Dividends paid ta non-controlling interests
Net cash flows used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

The attached notes 1 to 34 form part of these consolidated financial statements.

Year ended 31 December

2023 2022

Notes AED ‘000 AED ‘000
785,354 633,405

11 210,441 192,165
17 28,506 23,856
15 102,645 103,835
3 {295,590) (227,236)
12,13 (34,923) (29,607)
27 8,062 9,677
6.4 (148,770) (69,639)
20 3,895 (8,830)
(60,540) (21,705)

5 264,623 289,444
863,703 895,365

(9,664) (9,191)

32,612 47,514

84,247 92,296

16 346,143 337,344
27 (5,510) (8,262)
1,311,531 1,355,066

11 (59,772) (14,008)
(120,602) (170,434)

29.3 - 5,509
29.1&29.2 68,067 (10,596)
12 - (53,485)
12 11,565 9,514
1,458 -

18 (14,309) -
59,610 19,007

(53,983) (214,493)
(358,566) (32,748)

26 (121,193) -
25 (312,371) (8,433)
19 (43,672) (36,829)
19 (12,845) (12,534)
(239,766) (259,028)
8 (383,666) (166,348)
(48,966) (48,625)

(1,521,045) (564,545)

(263,497) 576,028

1,773,301 1,197,273

21 1,509,804 1,773,301

(13)
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023

1 General information

National Central Cooling Company PJSC (“Tabreed” or the “Company” or the “parent”) is registered in the United
Arab Emirates as a Public Joint Stock Company pursuant to the UAE Federal Law No. (32) of 2021 and is listed
on the Dubai Financial Market. The Company was originally incorporated under the U.A.E Federal Law No. (8)
of 1984, as amended. Subsequently, the U.A.E Federal Law No. (8) of 1984 was superseded by U.AE. Federal
Law No (32) of 2021.

The principal activities of the Company and its subsidiaries (the “Group”) are supply of chilled water, operation
and maintenance of plants, construction of secondary networks, manufacturing of pre-insulated pipes and
design and supervision consultancy. Activities of subsidiaries are described in note 9 to the consolidated
financial statements.

The Group’s non-convertible bonds and sukuk are listed in the London Stock Exchange (note 26).

The Company'’s registered office is located at P O Box 32444, Dubai, United Arab Emirates.
The Group has made social contributions of AED 0.5 million during the year.

The consolidated financial statements were authorised for issue in accordance with a resolution of the Board of
Directors on 14 February 2024.

2.1  Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with International
Financial Reporting Standards (“IFRSs”) as issued by International Accounting Standards Board (“1ASB”), IFRIC
Interpretations and applicable requirements of the laws in the UAE.

The consolidated financial statements are prepared under the historical cost basis, except for derivative financial
instruments which are measured at fair value. The consolidated financial statements have been presented in
United Arab Emirates Dirham (“AED”) which is the reporting currency of the Company. All values are rounded
to the nearest thousand (AED ‘000) except when otherwise indicated.

2.2 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries
(together the “Group”) as at 31 December 2023 over which the Group has control. Control is achieved when the
Group is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to
affect those returns through its power over the investee. Specifically, the Group controls an investee if and only
if the Group has:

. Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities
of the investee);

° Exposure, or rights, to variable returns from its involvement with the investee; and

° The ability to use its power over the investee to affect its returns.

(14)
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES PJSC
Notes to the consolidated financial statements
31 December 2023 (continued)

2.2 Basis of consolidation (continued)

Generally, there is a presumption that a majority of voting rights results in control. To support this presumption
and when the Group has less than a majority of the voting or similar rights of an investee, the Group considers
all relevant facts and circumstances in assessing whether it has power over an investee, including:

° The contractual arrangement with the other vote holders of the investee;
° Rights arising from other contractual arrangements; and
. The Group's voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the Group loses the control. Assets, liabilities, income and
expenses of a subsidiary acquired or disposed of during the year are included in the consolidated statement of
profit or loss from the date the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of Other Comprehensive Income (OCI) are attributed to the equity holders
of the parent of the Group and to the non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. When necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with the Group’s accounting policies. All intra-group
assets and liabilities, equity, income, expenses and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

Inter-company transactions, balances and unrealised gains on transactions between group companies are
eliminated. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of
the transferred asset. Accounting policies of subsidiaries have been changed where necessary to ensure
consistency with the policies adopted by the Group.

For changes in ownership interests the Group treats transactions with non-controlling interests that do not
result in a loss of control as transactions with equity owners of the Group. A change in ownership interest results
in an adjustment between the carrying amounts of the controlling and non-controlling interests to reflect their
relative interests in the subsidiary. Any difference between the amount of the adjustment to non-controlling
interests and any consideration paid or received is recognised in retained earnings within equity attributable to
owners.

When the Group ceases to consolidate or equity account for an investment because of a loss of control, joint
control or significant influence, any retained interest in the entity is remeasured to its fair value, with the change
in carrying amount recognised in consolidated statement of profit or loss.

This fair value becomes the initial carrying amount for the purposes of subsequently accounting for the retained
interest as an associate, joint venture or financial asset. In addition, any amounts previously recognised in other
comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of the
related assets or liabilities. This may mean that amounts previously recognised in other comprehensive income
are reclassified to consolidate statement of profit or loss.

(15)
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023 (continued)

2.3  Material accounting policies

The principal accounting policies applied by the Group in the preparation of these consolidated financial
statements are set out below. These policies have been consistently applied to all the periods presented, unless
otherwise stated.

2.3.1 Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured
as the aggregate of the consideration transferred, which is measured at acquisition date fair value, and the
amount of any non-controlling interests in the acquiree. For each business combination, the Group elects
whether to measure the non-controlling interests in the acquiree at fair value or at the proportionate share of
the acquiree’s identifiable net assets. Acquisition-related costs are expensed as incurred and included in
administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by
the acquiree.

In business combination achieved in stages, the Group remeasure its previously held equity interest in the
acquiree at its acquisition-date fair value and recognise the resulting gain or loss, if any, in the consolidated
profit or loss. If the Group have previously recognised changes in the value of its equity interest in the acquiree
in other comprehensive income, it will reclassify this to consolidated profit or loss on the same basis as would
be required if the Group had disposed directly of the previously held equity interest.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognized at their fair

value, except that:

. deferred tax assets or liabilities, and assets or liabilities related to employee benefit arrangements are
recognized and measured in accordance with IAS 12 Income Taxes and IAS 19 Employee Benefits,
respectively;

. liabilities or equity instruments related to share-based payment arrangements of the acquiree are
measured in accordance with IFRS 2 Share-based Payment at the acquisition date; and
. assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-current

Assets Held for Sale and Discontinued Operations are measured in accordance with that Standard.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition
date. Contingent consideration classified as equity is not remeasured and its subsequent settlement is
accounted for within equity. Contingent consideration classified as an asset or liability that is a financial
instrument and within the scope of IFRS 9 Financial Instruments, is measured at fair value with the changes in
fair value recognised in the consolidated statement of profit or loss in accordance with IFRS 9. Other contingent
consideration that is not within the scope of IFRS 9 is measured at fair value at each reporting date with changes
in fair value recognised in consolidated statement of profit or loss.

Goodwill is initially measured at cost (being the excess of the aggregate of the consideration transferred and
the amount recognised for non-controlling interests) and any previous interest held over the net identifiable
assets acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the aggregate
consideration transferred, the Group re-assesses whether it has correctly identified all of the assets acquired
and all of the liabilities assumed and reviews the procedures used to measure the amounts to be recognised at
the acquisition date. If the reassessment still results in an excess of the fair value of net assets acquired over
the aggregate consideration transferred, then the gain is recognised in consolidated statement of profit or loss.

(16)
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023 (continued)

2.3 Material accounting policies (continued)
2.3.1 Business combinations and goodwill (continued)

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose
of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to
each of the Group’s cash-generating units that are expected to benefit from the combination, irrespective of
whether other assets or liabilities of the acquiree are assigned to those units.

Where goodwill has been allocated to a cash-generating unit (CGU) and part of the operation within that unit is
disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the
operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured
based on the relative values of the disposed operation and the portion of the cash-generating unit retained.

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share
of the entity’s net assets in the event of liquidation may be initially measured either at fair value or at the non-
controlling interests’ proportionate share of the recognised amounts of the acquiree’s identifiable net assets.
The choice of measurement basis is made on a transaction-by-transaction basis. Other types of non-controlling
interests are measured at fair value or, when applicable, on the basis specified in another IFRS.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted during the measurement period, or additional assets or
liabilities are recognised, to reflect new information obtained about facts and circumstances that existed at the
acquisition date that, if known, would have affected the amounts recognised at that date.

2.3.2 Revenue recognition

The Group recognizes revenue from the following major sources:

° Supply of chilled water
® Rendering of services
° Interest income

The Group recognizes revenue from contracts with customers based on the five-step model set out in IFRS 15:

Step 1: Identify the contract(s) with a customer: A contract is defined as an agreement between two or more
parties that creates enforceable rights and obligations and sets out the criteria for every contract that
must be met.

Step 2: Identify the performance obligations in the contract: A performance obligation is a unit of account and
a promise in a contract with a customer to transfer a good or service to the customer.

Step 3: Determine the transaction price: The transaction price is the amount of consideration to which the

Group expects to be entitled in exchange for transferring promised goods or services to a customer,
excluding amounts collected on behalf of third parties.

(17)
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023 (continued)

2.3 Material accounting policies (continued)
2.3.2  Revenue recognition (continued)

Step 4: Allocate the transaction price to the performance obligations in the contract: For a contract that has
more than one performance obligation, the Group will allocate the transaction price to each
performance obligation in an amount that depicts the consideration to which the Group expects to be
entitled in exchange for satisfying each performance obligation.

Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation: The Group satisfies a
performance obligation and recognizes revenue over time, if one of the following criteria is met:

. The customer simultaneously receives and consumes the benefits provided by the Group's
performance as and when the Group performs; or

. The Group's performance creates or enhances an asset that the customer controls as the asset
is created or enhanced; or

o The Group's performance does not create an asset with an alternative use to the Group and the

Group has an enforceable right to payment for performance completed to date.

For performance obligations where none of the above conditions are met, revenue is recognized at the pointin
time at which the performance obligation is satisfied.

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods supplied and services rendered, stated net of allowances and rebates. The Group
recognises revenue when the amount of revenue can be reliably measured; when it is probable that future
economic benefits will flow to the entity; and when specific criteria have been met for each of the Group's
activities, as described below.

(a) Supply of chilled water
Revenue from supply of chilled water comprises the following principle services:

Capacity revenue: represents availability of the service and performance obligation is satisfied over time as the
customers make use of the service and network. The billing is done monthly in arrears.

Consumption revenue: represents revenue from consumption of the output of assets used by the customers.
Revenue is recognised over time. The billing is done monthly in arrears.

(b) Rendering of services (value chain business)

This mainly represents supervision and design services provided to customers. Revenue from services s
recognised as services are rendered. Revenue is recognised over time using the output method.

(c) Interest income

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. For details on finance
lease refer to note 16. Finance income on finance lease receivables is included in revenue due to its operating
nature.

(18)
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023 (continued)

2.3  Material accounting policies (continued)
2.3.3  Foreign currencies

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.

(a) Functional and presentation currency

[tems included in the financial statements of each of the group's entities are measured using the currency of
the primary economic environment in which the entity operates (‘the functional currency’). The consolidated
financial statements are presented United Arab Emirates Dirham (AED), which is functional currency of the
company and its material subsidiaries.

(b) 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 reporting date.

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

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. Non-monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the fair value is determined.

The gain or loss arising on translation of non-monetary items measured at fair value is treated in line with the
recognition of the gain or loss on the change in fair value of the item (i.e., translation differences on items whose
fair value gain or loss is recognised in OCl| or profit or loss are also recognised in OCI or profit or loss,
respectively).

(c) Group companies

The assets and liabilities of foreign operations are translated into AED at the rate of exchange ruling at the
reporting date and their statement of profit or loss 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 statement of profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying

amounts of assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign
operation and translated at the spot rate of exchange at the reporting date.
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023 (continued)

2.3  Material accounting policies (continued)
2.3.4 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. Allocated 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.

2.3.5 Borrowings and borrowing costs

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the proceeds and the redemption value is recognised in the
consolidated statement of profit or loss over the term of the borrowings using the effective interest method.
Borrowings are classified as non-current liabilities when the Group has an unconditional right to defer
settlement of the liabilities for more than twelve months after the reporting date.

Borrowing costs (including finance costs on lease liabilities) 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. During the year ended 31 December 2023, no borrowing cost was capitalised
(2022: nil).

23.6 Trade and other payables

Trade payables are obligations to pay for goods or service that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year
or less. If not, they are presented as non-current liabilities. Trade payables are recognised initially at fair value
and subsequently measured at amortised cost using the effective interest method.

2.3.7 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment in value.
Such cost includes the cost of replacing part of the property, 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 statement of profit or loss as incurred.
Land is not depreciated. Depreciation is calculated on a straight-line basis over the estimated useful lives of the
assets as follows:

Plant and related assets 30 years
Buildings 50 years
Distribution networks 50 years
Furniture and fixtures 3to 10 years
Office equipment and instruments 3 to 15 years
Motor vehicles 4 to 5 years

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at
each financial year end and adjusted prospectively, if appropriate.
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023 (continued)

2.3  Material accounting policies (continued)
2.3.7 Property, plant and equipment (continued)

Depreciation of these assets commences when the assets are ready for their intended use. Cessation of
depreciation occurs on the disposal or retirement of the item of property, plant and equipment.

The Group performs regular major overhauls of equipment 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 and any significant part initially recognised is derecognised upon
disposal or when no future 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 statement of profit or loss in the year the asset is derecognised.

2.3.8 Leases

The Group as a lessee

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of
lease payments to be made over the lease term. The lease payments include fixed payments (including in-
substance fixed payments) less any lease incentives receivable, variable lease payments that depend on an index
or a rate, and amounts expected to be paid under residual value guarantees. The lease payments also include
the exercise price of a purchase option reasonably certain to be exercised by the Group and payments of
penalties for terminating a lease, if the lease term reflects the Group exercising the option to terminate. The
variable lease payments that do not depend on an index or a rate are recognised as expense in the period in
which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in the in-substance fixed lease payments or a change in the
assessment to purchase the underlying asset.

Variable lease payments that depend on an index or a rate include, for example, payments linked to a consumer
price index, payments linked to a benchmark interest rate (such as LIBOR) or payments that vary to reflect
changes in market rental rates are included in the lease payments and are remeasured using the prevailing
index or rate at the measurement date.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of machinery and
equipment (i.e., those leases that have a lease term of 12 months or less from the commencement date and do
not contain a purchase option). It also applies the lease of low-value assets recognition exemption to leases of
office equipment that are considered of low value. Lease payments on short-term leases and leases of low-
value assets are recognised as expense on a straight-line basis over the lease term.
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023 (continued)

2.3  Material accounting policies (continued)
2.3.8 Leases (continued)

The Group as a lessee (continued)

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at or
before the commencement date less any lease incentives received. Unless the Group is reasonably certain to
obtain ownership of the leased asset at the end of the lease term, the recognised right-of-use assets are
depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term. Right-of-use
assets are subject to impairment. Right-of-use assets relate to land, plant, building and motor vehicles.

The Group as a lessor

When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease or an
operating lease.

Operating lease

Leases where the Group does not transfer substantially all the risks and benefits of ownership of the asset to
the customers 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.

Finance lease

To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially all
of the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a
finance lease; if not, then it is an operating lease. As part of this assessment, the Group considers certain
indicators such as whether the lease is for the major part of the economic life of the asset. The Group reviews
the contractual arrangements it enters into with its customers. In instances where the contract conveys the
right to control the use of the identified asset for substantially all the economic benefits and the right to direct
the use, such contracts are accounted for as a finance lease. The amounts due from the lessee are recorded in
the statement of financial position as financial assets (finance lease receivables) and are carried at the amount
of the net investment in the lease after making provision for impairment.

Lease payments are payments made by a lessee to a lessor relating to the right to use an underlying asset during
the lease term, comprising the fixed payments (including in-substance fixed payments), less any lease incentives
(for e.g. reimbursement of maintenance fee); variable lease payments that depend on an index or a rate; the
exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and payments of
penalties for terminating the lease, if the lease term reflects the lessee exercising an option to terminate the
lease.
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023 (continued)

2.3  Material accounting policies (continued)
2.3.8 Leases (continued)

The Group as a lessor (continued)

Finance lease (continued)

Variable lease payments that depend on an index or a rate include, for example, payments linked to a consumer
price index, payments linked to a benchmark interest rate or payments that vary to reflect changes in market
rental rates. The payments are included in the lease payments and are measured/remeasured using the
prevailing index or rate at the measurement date (e.g. lease commencement date for initial measurement or at
the time when new CP| rate is available).

When the Group is an intermediate lessor, it accounts for its interests in the head lease and the sub-lease
separately. It assesses the lease classification of a sub-lease with reference to the right-of-use asset arising from
the head lease, not with reference to the underlying asset. If a head lease is a short-term lease to which the
Group applies the exemption described above, then it classifies the sub-lease as an operating lease.

The Group has the option, under some of its leases to lease the assets for additional terms of three to five years.
The Group applies judgement in evaluating whether it is reasonably certain to exercise the option to renew.
That is, it considers all relevant factors that create an economic incentive for it to exercise the renewal. After
the commencement date, the Group reassesses the lease term if there is a significant event or change in
circumstances that is within its control and affects its ability to exercise (or not to exercise) the option to renew
(e.g., a change in business strategy).

2.3.9 Investments in associates and joint ventures

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but is not control or joint control over
those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of
an arrangement, which exists only when decisions about the relevant activities require unanimous consent of
the parties sharing control. The considerations made in determining significant influence or joint control are
similar to those necessary to determine control over subsidiaries.

The Group’s investments in its associates and joint ventures are accounted for using the equity method. Under
the equity method, the investment in an associate or a joint venture is initially recognised at cost. The carrying
amount of the investment is adjusted to recognise changes in the Group’s share of net assets of the associate
or joint venture since the acquisition date. Goodwill relating to the associate or joint venture is included in the
consolidated carrying amount of the investment and goodwill is neither amortised nor individually tested for
impairment. The consolidated statement of profit or loss reflects the Group's share of the results of operations
of the associates and joint ventures. Any change in other comprehensive income of those investees is presented
as part of the Group's other comprehensive income.

In addition, when there has been a change recognised directly in the equity of the associate or joint venture,
the Group recognises its share of any changes, when applicable, in the consolidated statement of changes in
equity. Unrealised gains and losses resulting from transactions between the Group and the associate or joint
venture are eliminated to the extent of the interest in the associate or joint venture.
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NATIONAL CENTRAL COOLING COMPANY PJSC AND ITS SUBSIDIARIES
Notes to the consolidated financial statements
31 December 2023 (continued)

2.3  Material accounting policies (continued)
2.3.9 Investments in associates and joint ventures (continued)

The aggregate of the Group’s share of profit or loss of an associate and a joint venture is shown on the face of
the consolidated statement of profit or loss outside operating profit. The financial statements of the associate
or joint venture are prepared for the same reporting period as the Group. When necessary, adjustments are
made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an
impairment loss on its investment in its associate or joint venture. At each reporting date, the Group determines
whether there is objective evidence that the investment in the associate or joint venture is impaired. If there is
such evidence, the Group calculates the amount of impairment as the difference between the recoverable
amount of the associate or joint venture and its carrying value, and then recognises the loss in the consolidated
statement of profit or loss.

Upon loss of significant influence over the associate or joint control over the joint venture, the Group measures
and recognises any retained investment at its fair value. Any difference between the carrying amount of the
associate or joint venture upon loss of significant influence or joint control and the fair value of the retained
investment and proceeds from disposal is recognised in consolidated statement of profit or loss.

If the ownership interest in a joint venture or an associate is reduced but joint control or significant influence is
retained, only a proportionate share of the amounts previously recognised in other comprehensive income are
reclassified to consolidated statement of profit or loss where appropriate.

2.3.10 Treasury shares

Own equity instruments which are reacquired (treasury shares) are recognised at cost and deducted from
equity. No gain or loss is recognised in the consolidated statement of profit or loss 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.

2.3.11 Impairment of non-financial assets

The Group assesses, at each 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 of disposal and its value in use.

Recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows that
are 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 pretax
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 market 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 multiples, quoted share prices for publicly traded subsidiaries or other available fair
value indicators.
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