DIRECTORS' REPORT ON REDUCTION OF SHARE CAPITAL

30 March 2010

Purpose of this report

The purpose of this report is to provide the shareholders of National Central Cooling Company PJISC
(Tabreed) with the reason (as required by Ministerial Decision No. 73 of 1989) for the Tabreed Board of
Directors' recommendation to receive authority from the shareholders of the company to effectuate a share

capital reduction.

Background

In mid-2009 Tabreed's Board of Directors appeinted a new management team which undertook a
comprehensive review of Tabreed’s project portfolio, contracts, business plan, financial performance,
liquidity position and overall capital structure. As a result of the review and the financial results of Tabreed
for the year ended 31 December 2009, a number of actions have been recommended by the management

team and approved by Tabreed’s Board of Directors which include:

? declaring a non-cash impairment charge of AED 1,161 million for 2009 to reflect the long-term

value of projects in light of the current difficult economic climate; and

@ the adoption of a recapitalization program to achieve a stable long-term financial profile and capital
structure for Tabreed by enabling the raising of long-term capital necessary to support the

development of Tabreed's business.

The Board of Directors is of the view that an optimisation of the share capital structure of Tabreed is a
necessary precursor to securing new long-term capital for the company — without this the Board of Directors

is of the view that Tabreed may not be in a position to raise the necessary capital.

Proposal

The Board of Directors' proposal for optimising the share capital structure of the company is to effect a share
capital reduction, by way of a cancellation of up to 970 million shares of AED 1 each in Tabreed (the

Capital Reduction) on a pro rata basis among shareholders.
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It is proposed that at an Extraordinary General Assembly of Tabreed, the company’s sharcholders will be

asked to approve the Capital Reduction pursuant to Article 210(3) of the UAE Commercial Companies Law
No. 8 for the year 1984 (the Companies Law) and to grant full authority to the directors (in their absolute
discretion) to determine the final terms, timing and implementation of the Capital Reduction, including

whether to effectuate the Capital Reduction in whole or in part.

It is important to note that the Capital Reduction, if approved by the sharcholders, will not necessarily be
implemented. Following the shareholders’ approval of the Capital Reduction, the Board of Directors will
assess whether, and to what extent and when, it is appropriate to effect the Capital Reduction in light of the

capital raising options available to the Board of Directors.
Companies Law requirements

Under Article 209 of the Companies Law, a reduction of a company’s share capital may be made in one of

the following two cases:
H if a company's share capital exceeds its requirements; or
(2) if a company sustains a loss that is not expected to be recovered from future profits.

Following the declaration of a non-cash impairment charge of AED 1,161 million for 2009, it is the Board of
Directors' opinion that Tabreed has sustained a loss that is not expected to be recovered from future profits

(as contemplated in Articie 209(2) of the Companies Law).

Article 210 of the Companies Law sets out the permitted methods in which a reduction of capital may take

place, one of which is a cancellation of shares,

Conseguences for shareholders

The consequence of any cancellation of shares is that the number of shares in Tabreed which each
shareholder holds will be reduced, on a pro rata basis, by the number of shares cancelled. For example, if
50% of the shares in the company are cancelled the effect on each sharcholder is that the number of shares
that they hold in the company will be halved following the share cancellation (i.e. for every two shares that
each sharcholder holds, one share will be cancelled). The par value of each share will remain unchanged at

AED 1.

Because the capital reduction (if approved by the shareholders and subsequently approved and implemented
by the Board of Directors) will be carried out on a pro rata basis with respect to each sharcholder, each

shareholder will be affected in exactly the same way and will not suffer any dilution immediately following
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the capital reduction. However, shareholders may suffer dilution to the extent that the company renegotiates

terms with its creditors or in relation to its sukuks or if shareholders do not participate in, or take up, their pro

rata share of any capital instruments or securities offered by Tabreed at the time of, or following, the capital

reduction.
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