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Dana Gas (DANA.AD)

Dana Q1 09 results in the red as support from non-operating elements wanes: Dana Gas Q1 09 
results exhibited a net loss, the first ever since the company’s inception. Q1 09 bottom-line was a negative 
AED 32mn, well below our AED 17mn profit forecast, and compares negatively to a AED 35mn profit in 
Q4 08 and a AED 25mn profit in Q1 08. The drop in net earnings was due to a substantial reduction in 
non-operating items (full details below), which materially contributed to put Q1 08 and Q4 08 results into 
positive territory and which totaled AED 13mn in Q1 09 (we were expecting AED 67mn), vs. AED 94mn in 
Q4 08 and AED 115mn in Q1 08. Stripping those out from Dana’s results, Q1 09 actually displayed signs of 
underlying operating improvement compared to Q1 08 and Q4 08. Evidence of this lies in the company’s 
Q1 09 EBIT reaching AED 42mn, 62% above Q4 08 levels of AED 26mn and 223% above the AED 13mn 
posted in Q1 last year. 

Underlying operating improvement: While Q1 09 results included little contribution (c. AED 13mn) 
from both other income and investment income, the latter lifted Q1 08 and Q4 08 results by a more 
substantial c. AED 115mn and AED 94mn respectively. In Q1 08, Dana recorded 1) a AED 45mn gain on 
assets held for sale from the disposal of its interest in the West Gharib Concession, 2) a c. AED 56mn gain 
on change in fair value of investment property and 3) AED 14mn in investment and finance income. 
Meanwhile, in Q4 08, Dana Gas registered AED 78mn of investment income (out of which we estimate c. 
AED 74mn was attributable to gains on bond buyback) and AED 16mn in other income. Looking at pretax 
results before other income, finance income and investment property gains, Dana’s pretax results came at 
AED 15mn loss, an improvement compared to the AED 60mn loss in Q1 08 and the AED 32mn loss in Q4 
08. 

Gross Profit and EBIT up sequentially despite lower hydrocarbon prices: despite lower QoQ average 
crude oil prices, Q1 09 revenues reached AED 247mn, a 4% sequential increase. This indicates that the rise 
in condensates production from Dana’s Kurdistan facilities has more than compensated for the decline in 
hydrocarbon prices. Gross profit (excluding depletion & depreciation) reached AED 133mn in Q1 09, up 
4% (+AED 5mn) QoQ and also up 10% YoY. EBIT in Q1 09 soared by AED 16mn sequentially (+62%) to AED 
42mn on the back of lower depreciation (down by AED 5mn) and an absence of exploration costs (vs. AED 
12mn in Q4 08), offsetting AED 6mn in higher G&A (+30% QoQ).

Short-term outlook depending upon oil prices and output ramp-up; yesterday’s consortium 
announcement key to the upside case… if it materializes: Since 2008, Dana Gas has announced 
material gas discoveries in Egypt, some of which will soon be turned into production. In this respect, 
the recently-discovered Al Basant field - on stream since March 31 – is expected to contribute to a 20% 
QoQ increase in Dana’s Egyptian gas production to 170 MMscfd in Q2 09. Additional output is planned to 
come online by 2009-end, expected to bring Egypt’s production to 200 MMscfd. Meanwhile, production 
of gas and condensates from the Kurdistan facilities is expected to progressively ramp up throughout the 
year, while LPG production is slated to commence early 2010. In light of the above, we view Egypt and 
Kurdistan output increases alongside sustained higher oil prices as the main drivers for Dana’s short-term 
operating performance. In the longer-term, if it materializes, we view yesterday’s announcement of a USD 
8bn consortium between Dana, Crescent Petroleum, OMV (Austria’s largest listed industrial company, 
involved among others in oil and gas activities) and MOL (Hungary’s largest listed company, also involved 
in oil and gas activities) to raise Kurdistan-related gas output to 3 Bcf/d by 2014, as a major positive. If this 
investment goes through in its current form, it could provide a substantial upside to Dana’s earnings, and 
likely, as a ripple-effect, to Dana shares price.
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Current stock price (AED) 0.87

52-week range (AED) 0.52 - 2.23

Number of shares (000) 6,000 

Free float (%) 80%

Market cap (AED '000) 5,220 

Div. Yld (%) 0%

AED mn Q1 2008 Q4 2008 Q1 2009

Revenue 272 238 247 

Net Revenue 141 161 166 

Gross Profit 121 128 133 

Depreciation & Depletion (82) (70) (65)

EBIT 13 26 42 

Finance Costs (73) (58) (57)

Investment & Finance Income (net) 14 78 7 

Other Income 45 16 6 

Gain on change in fair value of inv property 56 - - 

Profit before taxes 55 62 (2)

Income tax expense (30) (27) (30)

Net Income 25 35 (32)
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