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Short-Term Rec.: Buy
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Current Price*: QAR 88.4
LT Fair Value : QAR 134.8

® Revenues Up after Strong Water Sales: Qatar Electricity & Water Company (QEWC) released its
1Q20009 results with revenues of QAR516 million (up 25% Y-0-Y), in line with our estimate of QAR524
million. While electricity sales contributed less than expected to total sales (at 59%), water sales were
higher than anticipated (up 30% Y-0-Y), making up 41% of total revenues.

* EBITDA Marginally Lower: Cost of sales were in line with expectations at QAR231 million (vs. our
estimate of QAR232 million) and with SG&A expenses coming as expected at QAR33 million, this meant
that EBITDA of QAR251 million was just 3% weaker than we had forecast for 1Q2009.

* Net Profit In Line with Expectations: While operating profits were slightly below our estimates at
QAR149 million (vs. QAR153 million) and interest expenses came in higher than expected for the three-
month period, profits from associates were somewhat higher than we had expected and meant that the
bottom line matched our expectations of QAR143 million.

® Maintain FY2009 Forecasts: Based on these results we stand by our expectations of net profit from
operations of QAR814 million for FY2009e. Meanwhile, we believe QEWC will recover liquidated damages
of QAR110 million as a result of the delay in the delivery of the RAF B2 power plant, and thus expect net
profit (incl. extraordinary items) of QAR924 million for the full year.

* Low Exposure to Actual Demand: Any changes to electricity demand in Qatar will have little or no
impact on QEWC as a result of the company's take-or-pay agreements with Kahramaa (the sole off-taker
in Qatar). Therefore, QEWC's revenues and earnings are more dependent on capacity expansions and
plants coming on line rather than actual demand, which provides a hedge against any downturn.

* Significant Upside Potential, Not in Our Numbers: The first phase of the GCC Interconnection Grid
Project was successfully launched with electricity transmitting between the Qatar and Saudi Arabia
borders. We believe QEWC will be a net beneficiary of the grid given the company’s anticipated spare
capacity, coupled with the significant shortage of capacity in other GCC countries, in particular in Saudi
Arabia, Bahrain and UAE. This is something that is not reflected in our current estimates.

® Cash Flow Visibility and Margin Stability: We expect earnings to almost double over the next four
years and therefore believe the stock offers investors a low-risk opportunity to gain exposure to Qatar.
Moreover, QEWC offers a decent dividend yield (currently above 5%) and offers strong visibility in terms
of revenue and cash flows given its take-or-pay agreements. The company has strong relationships with
the government (which has c54% stake) and we believe this relationship will continue to provide support
for QEWC in terms of cheaper feedstock and possible access to funding sources.
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1Q2009 RESULTS

Figure 1: Qatar Electricity and Water 1Q2009 Results
Figures in QAR million, unless otherwise stated

KINDLY REFER TO THE
IMPORTANT DISCLOSURES AND
DISCLAIMERS ON BACK PAGE

1Q2008a 1Q2009a Y-o-Y 1Q2009e  Variance
Electricity 250 303 21% 325
Water 163 213 30% 199
Revenues 414 516 25% 524 -2%
Total COGS (181) (231) 28% (232)
Gross Profit 233 285 22% 292
Gross Profit Margin 56.3% 55.2% 55.7%
SGand A (41) (34) -17% (33)
Other Operating Income 0 0 0
EBITDA 192 251 31% 259 -3%
EBITDA Margin 46.3% 48.6% 49.4%
Depreciation (81) (101) (106)
Net Operating Profit 111 149 35% 153 -3%
NOP Margin 26.8% 28.9% 29.3%
Interest Income 5 18 3
Dividend Income 8 4 1
Deferred Income 2 7
Misc. Income 5 (1) (2)
Shares of Results of Associates 10 3 12
Share of income from Joint Ventures 5 12 6
Liquidated Damages to KAHRAMAA 0 (10) 0
Liquidated Damages of Masaieed Power Co. 0 10 0
Interest Expenses (18) (43) (37)
Earnings before Extraordinary Items 132 143 9% 143 0%
Extraordinary Income / Expense 0 0 0
Net Profit 132 143 9% 143 0%
EPS 1.32 1.43 1.43 0%

Source: Company Disclosure, EFG-Hermes estimates
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DISCLOSURES

I, Abid Riaz, hereby certify that the views expressed in this document accurately reflect my personal views about the securities and companies that are the subject of
this report. | also certify that neither | nor my spouses or dependants (if relevant) hold a beneficial interest in the securities that are traded in the Doha stock
exchange. EFG-Hermes Holding SAE hereby certifies that neither it nor any of its subsidiaries owns any of the securities that are the subject of this report.

Funds managed by EFG-Hermes Holding SAE and its subsidiaries (together and separately, "EFG-Hermes") for third parties may own the securities that are the
subject of this report. EFG-Hermes may own shares in one or more of the aforementioned funds or in funds managed by third parties. The authors of this report may
own shares in funds open to the public that invest in the securities mentioned in this report as part of a diversified portfolio over which they have no discretion. The
Investment Banking division of EFG-Hermes may be in the process of soliciting or executing fee earning mandates for companies that are either the subject of this
report or are mentioned in this report.

DISCLAIMER
This Research has been sent to you as a client of one of the entities in the EFG-Hermes group. This Research must not be considered as advice nor be acted upon by
you unless you have considered it in conjunction with additional advice from an EFG-Hermes entity with which you have a client agreement.

Our investment recommendations take into account both risk and expected return. We base our long-term fair value estimate on a fundamental analysis of the
company's future prospects, after having taken perceived risk into consideration. We have conducted extensive research to arrive at our investment
recommendations and fair value estimates for the company or companies mentioned in this report. Although the information in this report has been obtained from
sources that EFG-Hermes believes to be reliable, we have not independently verified such information and it may not be accurate or complete. EFG-Hermes does not
represent or warrant, either expressly or implied, the accuracy or completeness of the information or opinions contained within this report and no liability whatsoever
is accepted by EFG-Hermes or any other person for any loss howsoever arising, directly or indirectly, from any use of such information or opinions or otherwise
arising in connection therewith. Readers should understand that financial projections, fair value estimates and statements regarding future prospects may not be
realized. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice. This research report is
prepared for general circulation to the clients of EFG-Hermes and is intended for general information purposes only. It is not intended as an offer or solicitation or
advice with respect to the purchase or sale of any security. It is not tailored to the specific investment objectives, financial situation or needs of any specific person
that may receive this report. We strongly advise potential investors to seek financial guidance when determining whether an investment is appropriate to their needs.



GUIDE TO ANALYSIS
EFG-Hermes investment research is based on fundamental analysis of companies and stocks, the sectors that they are exposed to, as well as the country and regional
economic environment. Two investment ratings are offered for each stock, a Short-Term rating and a Long-term rating.

The Short-Term (ST) rating is based on the analyst's best expectations on the shorter-term price movements of the stock. Short-Term is defined as any time up to six
months of the rating being applied to the stock. While shorter-term drivers could include quantifiable facts and figures, the analyst may also consider non-
quantifiable issues such as the analyst’s view on investor sentiment, potential news flow on the stock or the sector, or other issues which could impact share price
movements.

The Long-Term (LT) rating is based on the percentage upside or percentage downside of the stock price to the analyst’s Long Term Fair Value (LTFV). Long Term is
defined as any time period beyond 1 year. The LTFV is based on the analyst’s current expectations of the equity fair value of the company on a per share basis which
is normally based on rigorous and fundamental long-term analysis of the company’s financial potential. Of course, any such analysis is based on the analyst’s
expectations for the future and are always considered estimates.

For both the Short-Term and Long-Term ratings for any investment covered in our research, the ratings are defined by the following ranges in percentage terms:

Rating % upside (downside)
Buy 25% and above
Accumulate 10 to 25%

Neutral (10%) to 10%

Reduce (10%) to (25%)

Sell (25%) or more downside

EFG-Hermes policy is to update research reports when appropriate based on material changes in a company'’s financial performance, the sector outlook, the general
economic outlook, or any other changes which could impact the analyst’s outlook or rating for the company. Share price volatility may cause a stock to move
outside of the longer-term rating range to which the original rating was applied. In such cases, the analyst will not necessarily need to adjust the rating for the stock
immediately. However, if a stock has been outside of its longer-term investment rating range consistently for 30 days or more, the analyst will be encouraged to
review the rating.

COPYRIGHT AND CONFIDENTIALITY

No part of this document may be reproduced without the written permission of EFG-Hermes. The information within this research report must not be disclosed to
any other person if and until EFG-Hermes has made the information publicly available.
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