
Fiscal Year 2007a 2008a 2009f 2010f 2011f 
Revenues  1,927 2,273 2,651 3,162 4,008 
Growth 12.4% 18.0% 16.7% 19.3% 26.8% 
EBITDA Margin 53.7% 49.7% 49.6% 50.4% 49.9% 
Net Income  614 757 798 969 1,289 
EPS (QAR) 6.14 7.57 7.98 9.69 12.89 
EPS Growth -20.5% 23.3% 5.4% 21.4% 33.1% 
DPS (QAR) 4.00 4.50 5.00 6.00 6.50 
Book Value / Share (QAR) 37.09 13.08 20.52 24.21 30.61 
P/E (x) 17.85 14.47 13.72 11.30 8.49 
Dividend Yield  4% 4% 5% 5% 6% 
P/BV (x) 2.95 8.37 5.34 4.52 3.58 

With growing industry demand, a continuously rising population and cos-
mic real estate developments, Qatar power industry has emerged as one 
of the world's fastest growing. Current installed electricity capacity is ca. 
4.5GW while generated capacity needs to grow to 9.1GW by FY12 to meet 
expected demand. 
 
Qatar started restructuring its power sector in 1999 when it initiated a 
privatization program via the transfer of electricity generation and water 
desalination assets held by the Ministry of Electricity and Water to Qatar 
Electricity and Water Company (QEWC). 
 
QEWC retains the largest market share in both electricity generation and 
water desalination. Currently, QEWC has a 77% share of total electricity 
generation capacity and 75% of water desalination capacity in the country. 
The balance is being supplied by the two operating IWPPs of Ras Laffan A 
and Ras Laffan B in which QEWC retains a stake of 30% and 55%, respec-
tively. In the meantime, the Qatari government retains its control over 
QEWC through owning a direct stake of 42% in addition to an indirect 
stake of 15.2% through Qatar Petroleum, Qatar National Bank and Qatar 
Insurance Company. 
 
Once fully commissioned in FY11, new plants, currently in the pipelines, 
would provide an increase of 106% to the aggregate Qatari electricity 
generation capacity over FY08  while QEWC’s capacity would increase by 
58% to 5.5GW from the current 3.5GW. Aggregate Qatari water desalina-
tion capacity would witness a modern increase of 47% in FY11 over FY08 
with QEWC’s capacity growing 41% during the same period bringing its 
total capacity to 250MIGD in the latter year. 
 
QEWC finances most of its projects via 75:25 debt:equity structure. With 
the company entering into several JV’s and taking on aggressive expansion 
plans to increase its production capacity, long term debt ratio stood at 
0.6x in 1Q09 while long term debt-to-equity registered 5.6x. 
 
FY08 revenues are expected to more than double by FY13, the last year of 
our forecast horizon, registering a 17% CAGR throughout the period while 
we estimate that QEWC will recognize a net income CAGR of 18%. 
 
Our DCF model yields a value of QAR136.9/share representing a 31.3% 
upside potential over the current market price. Accordingly, we assign a 
Strong Buy recommendation on the stock.    
 

Qatar Electricity & Water Company 
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Qatar Economy: 
 
Inspite of its relative small geographic size, the rich state of Qatar enjoys abundance in Oil & Gas reserves, 
which have led a strong economic boom in the past five years. Capitalizing on a proven oil reserve of ca. 27.3 
billion barrels and a proven gas reserve of ca. 899.3 trillion cubic feet; equivalent to 2.1% and 13.8% of the 
worlds aggregate, respectively, the Qatari GDP has witnessed a solid 34.2% CAGR over the period extending 
from FY04 to FY08e. 
 

 
 
Qatar is the world's largest exporter of LNG and like most GCC nations; the Hydrocarbon sector contributes 
the bulk to the GDP of Qatar, representing 57.4% of FY08e aggregate. However, with the latestsurge in oil & 
gas prices, Qatar engaged in a diversification growth strategy to shield its economy against price instability in 
the Hydrocarbon sectors. Growth in the non-hydrocarbon sectors, although fluctuating over the years, has 
been able to register a 35.2% CAGR contributing 42.6% to GDP in FY08e.  In line, Qatar has maintained a 
growing surplus in its state budget over the past five years equivalent to QAR38 billion in FY07/FY08 com-
pared to only QAR3.7 billion in FY03/FY04. 

 
 
In parallel to the increase in oil and gas prices since the beginning of the decade, the Qatari state budget has 
witnessed a growing budget surplus over the past seven years estimated to settle at ca QAR38 billion in 
FY07/FY08 budget; equivalent to 14.7% of GDP. This large surplus has encouraged the government to em-
bark on more aggressive expenditures on public services and infrastructure estimated at ca. QAR10 billion in 
FY07/FY08 budget and tripling in FY08/FY09 budget to QAR30.6 billion representing 43.8% and 51.4% of 
total capital expenditures in both years respectively.   

 

Qatar GDP FY04-FY08e 

millions QAR FY04 FY05 FY06 FY07 FY08e 

Hydrocarbons 62,922  92,071  118,443  146,476  213,855  

Growth Rate 24.5% 46.3% 28.6% 23.7% 46.0% 

Non Hydrocarbons 52,590  62,493  88,201  112,115  158,531  

Growth Rate 49.8% 18.8% 41.1% 27.1% 41.4% 

GDP 115,512  154,564  206,644  258,591  372,400  

Growth Rate 34.8% 33.8% 33.7% 25.1% 44.0% 

Source: Qatar Central Bank, Prime Emirates 

Qatar Oil & Gas 

  FY03 FY04 FY06 FY07 FY08 

Oil - Proved Reserves (thousand million barrels) 27.6 27.0 26.9 27.9 27.3 

Oil - Production (thousand barrels daily) 879.0 992.0 1028.0 1110.0 1197.0 

Oil - Consumption (thousand barrels daily) 53.0 55.0 65.0 79.0 95.0 

Gas - Proved Reserves (trillion cubic meters) 25.3 25.4 25.6 25.5 25.5 

Gas - Production (billion cubic meters) 31.4 39.2 45.8 50.7 59.8 

Gas - Consumption (billion cubic meters) 12.2 15.0 18.7 19.6 20.5 

Source: BP Statistical Bulletin 

Qatar State Budget 

QAR million FY03/FY04    
Actual 

FY04/FY05    
Actual 

FY05/FY06    
Actual 

FY06/FY07    
Preliminary 

FY07/FY08    
Preliminary 

Total Revenues 30,716 55,232 64,984 84,998 115,460 

Total Expenditure 27,016 35,068 50,833 66,353 77,405 

Surplus 3,700 20,164 14,151 18,645 38,055 

Surplus as % of GDP 4.3% 17.1% 9.2% 9.0% 14.7% 

Source: Qatar Central Bank 
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A breakdown of FY07 Qatari GDP reveals strong growth across the board with the hydrocarbon sector wit-
nessing a growth of 190% over FY03 figures, mainly attributable to price escalations. The construction and 
real estate sectors have also encountered rapid growth registering a strong 276%; the manufacturing sector 
grew 193% while other sectors combined recorded a 206% growth during the same period. The electricity 
and water sector, in spite of its relatively smaller size, has witnessed a hasty growth of 259% in FY07 com-
pared to FY03.  
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Business Climate: 
 
In addition to the contribution of the Oil & Gas sectors to economic growth, efforts by the government to 
create an attractive business climate are in place. Improvements in areas like business legislations, the pur-
suit of more liberal and open business policies along with the large investments in infrastructure are all con-
tributing growth drivers to the economy and provide solid incentives for business attraction.     
 
Legal Framework: 
 
Several amendments have taken place with respect to business regulations as the country strives to create an 
economic climate that is more opened to foreign investments. In the year 2000, Qatar issued law number 
13/2000 which permits 100% ownership by foreign investors in sectors including industry, tourism and devel-
opment and exploitation of natural resources along with other sectors after being approved by a decree from 
the government. Later, in 2004, the law allowed a conditional foreign ownership in the banking and insurance 
sectors and in the same year the country opened up for residential ownership of property in select projects. 
In a similar manner, Qatar is ranked 28th worldwide in the Corruption Performance Index reflecting govern-
mental efforts to create a transparent and an attractive business climate for foreign investments. The Impact 
of such regulations is witnessed in the strong economic growth in the country especially in the non hydrocar-
bon sectors like manufacturing and services and has also created sturdy demand for real estate and construc-
tion. 
 
Qatar levies no tax on personal income for foreigners and nationals alike. In a similar manner, Qatari as well 
as GCC wholly owned firms and joint ventures are all tax exempt. The state, however, levies a progressive 
tax on corporate earnings of companies owned by foreigners and majority-owned Qatari joint ventures at a 
rate of five to 35 percent of net profits above QAR100k. Foreign investments in essential sectors could be 
granted a tax holiday of up to ten years while an emiri decree could be passed on certain cases exempting 
foreign companies from tax payments.       
 
Business Incentives: 
 
In an attempt to create a more competitive business environment, the Qatari government has opted to offer 
incentives to businesses in various forms. Energy subsidies are a major inducement for business attraction as 
natural gas is being priced at competitive prices while electricity is supplied at a lowered price of QAR0.058 
per KWH for industrial plants and QAR0.099 per KWH for hotels. Similarly, the government offers industrial 
land at a nominal rent of QAR1 per square meter per year. On the trade front, imports of machinery, equip-
ment and spare parts are all exempt from customs duty with no import quotas and export duties being im-
posed. Accordingly, Qatar is ranked 26th in the Global Competitiveness Index. 
 
Population: 
 
According to the Qatari Statistics Authority, the state has a small population of ca. 1.44 million with 82.4% of 
the aggregate clustered in Doha, the capital and the municipality of Al-Rayaan. Qatar’s population has regis-
tered a 12.5% CAGR between FY03 and FY07. The demographic structure of the work force in Qatar - like 
other GCC nations - is highly skewed towards expatriates who represent ca. 81% of the aggregate work force 
– most of which are from the Asian sub-continent. Unemployment is estimated at a high level of 12% and as 
a counteraction, the government of Qatar has been enforcing Qatarization. The low population of Qatar along 
with the strong and steady GDP growth has led to one of the highest GDP per capita figures in the world with 
FY07 numbers at ca. USD57.9K.  
 
Urban Expansion: 
 
Making the most out of the oil price rally, 
the government of Qatar has led and en-
couraged an aggressive urban expansionary 
strategy creating an unprecedented boom in 
the real estate and construction markets 
driving, in line, strong demand for infra-
structure development. Large government 
sponsored projects like Qatar Financial Cen-
tre, Energy City, and Qatar Science and 
Technology Park in addition to other big 
projects will continue contributing to the 
transformation of untapped areas into urban 
developments. Furthermore, the rapid growth in population combined with the growth of GDP and the posi-
tive impact of property legislations allowing foreign ownership are intensifying the demand for new residential 
building, office space and shopping malls.  

Qatar Major Urban projects (QAR billion) 

New Doha International Airport 32.8 

Lusail Development 18.2 

Qatar - Bahrain Causeway (Friendship Bridge) 17.5 

Road Projects 13.0 

Improving Power Generation & Transmition Capacity 10.9 

Shopping Centers 5.1 

Source: Various News Sources 
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Major developments are also witnessed in the performance of the retail market as the available GLA is esti-
mated to have increased from 250K sq.m in FY03 to a current 770k sq.m in FY08 and expected to leap fur-
ther to 1,120k sq.m of GLA in FY10.  We believe that in the midst of the current global credit crunch, the 
government of Qatar has taken several effective steps to help stabilize the real estate sector and put it back 
on track. Indeed, the initiative by the state to buy real estate loans and investments from the banking sector 
has supported the mortgage market and prevented it from collapsing. According to a Colliers International 
report, signs that banks have started lending again, although more cautiously. We perceive this as a major 
step in stabilizing the critical real estate and construction sectors with a positive effect on the associated utili-
ties sector. 
  
Infrastructure: 
 
Qatar has a well established infrastructure that is mostly modern. There are 1230Km of paved roads in Qatar 
linking Doha with major residential, industrial and oil and gas developments. Moreover, the country has three 
major sea ports; the Doha deepwater port which functions as a container and transshipment point, the port 
of Messaieed which handles oil and industrial goods in addition to the new port of Ras Laffan, which serves 
the LNG exports. The Qatari government has plans to upgrade the Doha deepwater port increasing its capac-
ity up to 1mn TEUs a year up from a current 100K TEUs. In the aviation infrastructure front, Qatar has five 
airports with the Doha International Airport being the largest. The capital's airport capacity was increased to 
7.5 million passengers a year from 4.2 million during the preparation phase for the 2006 Asian Games. Addi-
tionally, a massive expansion plan has been put into action to increase the capacity of the so called "most 
sophisticated airport in the world" to 12 million passengers a year by FY09 before leaping further to 50 million 
passengers by FY20. 
 
In the more robust oil and gas sectors, Qatar is executing numerous projects in exploration, energy conver-
sion and transportation. Among the major projects in that field is the USD3.5 billion Dolphin project, which 
transfers natural gas from Qatar to Abu Dhabi at a rate of 1 billion cubic feet per day. According to a US De-
partment of State report, Qatar's LNG industry has so far attracted more than USD70 billion in capital input 
while Qatar Petroleum estimates fresh FDI flows of USD100 billion by FY12 in the oil & gas sectors. 
 
Future Outlook: 
          
With such a strong potential for growth and small population, the government of Qatar has robustly set the 
parameters to encourage the flow of foreign investments as well as attracting expertise and labor to develop 
the economy. The hydrocarbon sector is expected to continue as the major spur of economic activity in the 
state while added contribution from the other sectors will act as an economic shield against oil price fluctua-
tions. The EIU estimates a GDP CAGR of 9.1% between FY08 and FY12 associated with a population CAGR of 
12.5% in the same period laying out the groundwork for further economic growth. 
 
Having said this, it is important to mention that the impact of the current global financial crisis and the subse-
quent drop in oil and gas prices on the wider GCC region, and more specifically on Qatar, is materializing as 
reflected in the statements of top officials from the oil rich countries. Our view dictates that even if liquidity 
shortage digs too deep into the financing of the major upcoming infrastructure projects, the impact of such a 
financing shortage situation would distress the scheduling of planned projects and will hamper economic 
growth only in the short term. We maintain an optimistic, yet more rational and sustainable, view on the Qa-
tari economy effective FY09 (EIU estimated GDP growth of 12%) and beyond, and believe that the medium 
to long term picture remains positive.              
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Qatar Electricity & Water Sector: 
 
Qatar started restructuring its power sector in 1999 when it initiated a privatization program via the transfer 
of electricity generation and water desalination assets held by the Ministry of Electricity and Water to Qatar 
electricity and Water Company (QEWC). Later, similar assets were transferred to QEWC from Qatar Petroleum 
and Kahramaa making QEWC the largest electricity and water producer in the country with the minor balance 
being fed by IWPP’s (Independent Water & Power Projects) which allow for foreign ownership. While QEWC 
handles the vast majority of water and electricity production in Qatar either directly or through JV's, the gov-
ernment retains control over transmission and distribution through its ownership of Qatar General Electricity 
& Water Corporation (Kahramaa); the sole buyer in the market.  
 
With a growing industry demand, a continuously 
rising population and cosmic real estate develop-
ments, Qatar power industry has emerged as 
one of the world's fastest growing. Current elec-
tricity installed capacity is estimated at ca. 
4.5GW and according to Kahramaa, generated 
capacity needs to grow to 9.1GW by FY12 to 
meet expected demand. Two major power pro-
jects that will boost Qatar’s generation capacity 
to 9.2GW are currently in the pipelines. Ras Gir-
tas (Ras Laffan C) IWPP will have electricity gen-
eration capacity of 2.7GW and water desalination 
capacity of 63MIGD (Million Imperical Gallon 
Daily). The facility will be owned, managed and 
operated by Ras Girtas Power Company (RGPC), 
which is a JV of which QEWC holds 45%, French 
firm Suez Power International 20%, Japanese 
Mitsui 20% and Qatar Petroleum 15%. The IWPP 
is estimated to cost USD3 billion and will com-
mence production in mid FY10 and will be fully 
operative by FY11. The Mesaieed Independent 
Power Project (IPP) will have an electricity gen-
eration capacity of 2GW. The plant will be lo-
cated in the Mesaieed Industrial City and is planed for completion in April FY10. The IPP will cost USD2 billion 
and is developed and managed by Mesaieed Power Company, which is a JV of which QEWC holds a 40% 
stack, Japanese Marubeni Corporation 40% while Qatar Petroleum holds the remaining 20%.       

Electricity consumption in Qatar has been growing at a rapid pace registering a 10.8% CAGR between FY04 
and FY08e. In line, government investments and proper management of the sector have led to an increase in 
electricity generation at a 10.2% CAGR over the same period.  Thanks to its small population, Qatar has one 
of the highest electricity generation and consumption per capita in the world at ca. 12.2twh and ca. 12.4twh 
respectively. 
 
According to MEED, future energy plans include adding 16.3GW to Qatar's national grid between FY11 and 
FY36 which is a quadruple addition to the current existing capacity and double the expected installed capacity 
of FY11. Furthermore, the country is considering the use of solar energy through an enormous solar power 
complex with a capacity of 3.5GW by FY13 that is expected to cost USD15 billion. Against this background, 
we maintain a positive outlook on the growth of both the supply and demand sides and foresee further flow 
of investments in the lucrative Qatari power sector. 
 
On the water desalination front, the lack of pure drinking water has led Qatar to increase its water desalina-
tion capacity over the past years. Indeed, Qatar along with other GCC countries are ranked amongst the 
world top countries in installed desalination capacity as the small state has 3% of the world’s capacity with an 
existing 232MIGD and additional capacity in the pipelines expected to bring the aggregate to 340MIGD by 
FY11.  

Source: BMI, Qatar Stat, Prime Emirates 

Qatar Electricity Statistics 

  FY04 FY05 FY06 FY07 FY08e 

Electricity Generation (twh) 12.9 14.4 15.0 16.3 17.6 

Electricity Generation per Capita (mwh) 17.0 16.2 14.4 13.3 12.2 

Electricity Consumption (twh) 12.3 13.5 14.7 16.0 18.0 

Electricity Consumption per capita (mwh) 16.2 15.2 14.1 13.1 12.4 

Qatar Electricity & Water Capacity 

Asset Electricity -MW Water-MIGD 

Operating Plants 

Ras Abu Fontas A 626 70 
Satellite Stations 502 0 
Ras Abu Fontas B 609 33 
Ras Abu Fontas B1 377 0 
Ras Laffan A 750 40 
Ras Abu Fontas B2 567 29 
Ras Laffan B 1,025 60 

Aggregate Operating 4,456 232 

Plants Under Construction 

Ras Abu Fontas A1 0 45 
Mesaieed A 2,000 0 
Ras Girtas 2,730 63 

Aggregate Under Construction 4,730 108 

Aggregate Qatar 2011 9,186 340 

Source: QEWC, Industry Sources 
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Capitalizing on its large gas reserves, Qatar provides subsidized natural gas to electricity and water plants at 
ca. USD1 per mmbtu, which is adjusted annually for inflation. To stabilize prices and supply of the energy 
feedstock, power generation plants enter into long term (25 years) contracts with the state owned natural 
gas providers. Further, off take contracts at set prices are in place to ensure specified generation from pro-
viders to be supplied to Kahramaa, which handles the distribution of electricity and water through its exten-
sive distribution network spanning the state of Qatar.       
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QEWC Overview: 
 
QEWC was incorporated in 1990 in Qatar and 
was listed in 1998 as a public shareholding com-
pany on the Doha Stock Exchange. In 1998, as 
the government of Qatar was looking to privatize 
the power sector seeking more efficiency, QEWC 
concluded an agreement with the government 
for the purchase of the RAF-B power plant and 
the company was consigned the operation and 
management of the plant in 1999. In April 2001, 
QEWC's role was extended after a power pur-
chase agreement was concluded with the state 
owned Kahramaa through which QEWC has 
agreed to supply power to Kahramaa from the 
RAF-B1 power plant. Later in 2003, the company 
bought Al-Wajbah, Al-Silyah, RAF-A and Doha 
South Super power plants from Kahramaa for a 
consideration of QAR600 million in addition to 
acquiring the Dukhan desalination plant from Qatar Petroleum for a consideration of QAR71.6 million. The 
Qatari government retains its control over QEWC through owning a direct stake of 42% in addition to an indi-
rect stake of 15.18% through Qatar Petroleum, Qatar National Bank and Qatar Insurance Company. 
 
QEWC Generation Capacity: 
 
QEWC maintains the largest market share in both electricity generation and water desalination. Currently, 
QEWC has a 77% share of total electricity generation capacity and 75% of water desalination capacity. The 
balance is being supplied by the two operating IWPP’s of Ras Laffan A and Ras Laffan B in which QEWC re-
tains a 30% and 55% stake, respectively.  
 
Ras Laffan A was the first IWPP with a foreign partner introduced in the country in FY03. The plant is a 70:30 
JV between American AES Corporation and QEWC and has a capacity of 750MW and 40MIGD. The second 
IWPP is Ras Laffan B, which was commissioned in FY08 as a JV between QEWC (55%), British International 
Power Plc. (40%) and Japanese Chubu Electric Power Company (5%). Ras Laffan B has a total installed ca-
pacity of 1,025MW and 60MIGD. Further, QEWC in FY08 commissioned Ras Abu Fontas B2 (RAF B2)Power 
Plant with a capacity of 567MW and 29MIGD. For QEWC, this translates into a total capacity of 3.5GW of 
electricity generation and 177MIGD of water desalination.  

QEWC  Ow ne rs hip  S t ruc t ure

Qatar National 
Bank, 10 .0%

Qatar 
Insurance 

Company, 1.5%
Governement 

o f Qatar, 42 .0%

Pub lic, 36 .5%

Qatar 
Petro leum, 

10 .0%

Source: Zawya 

Qatar Electricity Generation & Water Desalination  Capacity 

Generation Plant 

Qatar Capacity 
QEWC 
Stake 

QEWC Capacity 

Commissioning Electricity -
MW 

Water-
MIGD 

Electricity -
MW 

Water-
MIGD 

Operating Plants 

Ras Abu Fontas A (RAF A) 626 70 100% 626 70 1993 

Satellite Stations 502 0 100% 502 0 1980 

Ras Abu Fontas B (RAF B) 609 33 100% 609 33 1996 

Ras Abu Fontas B1 (RAF B1) 377 0 100% 377 0 2002 

Ras Laffan A 750 40 30% 225 12 2003 

Ras Abu Fontas B2 (RAF B2) 567 29 100% 567 29 2008 

Ras Laffan B 1,025 60 55% 564 33 2008 

Aggregate Operating 4,456 232   3,470 177   

Plants Under Construction 

Ras Abu Fontas A1 (RAF A1) 0 45 100% 0 45 2009 

Mesaieed 2,000 0 40% 800 0 2010 

Ras Girtas 2,730 63 45% 1,229 28 2011 

Aggregate Under Construction 4,730 108   2,029 73   

Aggregate 2011 9,186 340   5,461 248   

Source: QEWC, Industry Reports 
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Future capacity expansion plans encompass the addition of three major plants that are currently in the pipe-
line. The first addition will be the commissioning of RAF A1 extension plant in December FY09 and will be 
built in the northern part of Ras Abu Fontas. The plant is 100% owned by QEWC and will provide 45MIGD 
with no electricity generation capacity. RAF A1 plant cost stands at QAR2.2 billion and is being financed via a 
75:25 debt to equity of which QAR546 million comes from Islamic financing arrangements. 
 
The second addition is the large grrenfield 2GW plant of Mesaieed, 
which is a JV between QEWC and Qatar Petroleum in addition to 
Japanese Marubeni Corporation and Chubu Electric Power Company. 
Mesaieed Power Plant is expected to be fully operative by mid FY10 
providing QEWC with an additional capacity of 800MW. Total consid-
eration for the plant stands at QAR8.3 billion of which QEWC’s share 
is QAR3.3 billion.  
 
The last addition to the Qatari power generation is the Ras Girtas 
IWPP which will sport electricity generation capacity of 2.7GW and 
Water Desalination capacity of 63MIGD making it the largest plant in 
the country. The project was initiated in March FY08 as a JV be-
tween QEWC, Qatar Petroleum and RLC Power Holding Company. 
The plant is scheduled to be completed in 2H11 and will require a 
capex of QAR11 billion of which QEWC share is QAR5 billion.  
 
Once fully commissioned in FY11, the new capacities would provide an increase of 106% to the aggregate 
Qatari electricity generation capacity over FY08 capacity while QEWC’s capacity would increase by 58% to 
5.5GW from a current 3.5GW. This reflects a declining market share for QEWC from its current position of 
77% to 60% in FY11. Aggregate Qatari water desalination capacity would witness a modern increase of 47% 
in FY11 over FY08 with QEWC’s capacity growing 41% during the same period bringing its total capacity to 
250MIGD in the latter year. The company’s share of Qatari desalination capacity would decline  by a marginal 
400bps from a current 76% to 72% in FY11 providing a relatively better position than in electricity generation 
segment.     

Mesaieed IPP Ownership Structure 

QEWC 40% 

Marubeni Corporation 30% 

Qatar Petroleum 20% 

Chubu Electric Power Company 10% 

Ras Girtas IWPP Ownership Structure 

QEWC 45% 

RLC Power Holding Company 40% 

Qatar Petroleum 15% 

Source: QEWC 

Source: QEWC 
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Financial Performance: 
 
Revenue: 
 
QEWC revenues come from its secured long 
term off-take contracts with Kahramaa at set 
prices. Revenues recorded a 19.1% CAGR over 
the period spanning FY04 -FY08. Y-o-Y growth 
has been improving steadily with the largest 
boost being recorded in FY08 registering 18% 
growth over the previous year attributable to 
capacity increases and the signing of new as-
sociated contracts with Kahramaa. Worthy of 
mentioning is the large jump in revenues in 
FY03 after the major acquisition of the four 
plants from Kahramaa as well as the purchase 
of the Dukhan desalination water plant from 
Qatar Petroleum, which combined have pro-
vided an annual revenue increase of 78% over 
FY02 revenues. Electricity generation revenue 
has averaged at ca. 60% of total revenues 
over the five years while water desalination 
has recorded an average of ca. 38%. Effective FY06, QEWC started to realize revenue on a lease of plant to 
Q-Power, which has contributed 4.6% and 5.4% of total revenues in FY07 and FY08, respectively. 
 
COGS, Gross Profit & GPM: 
 
QEWC's COGS –excluding depreciation– wit-
nessed 11.49% CAGR between FY04 and 
FY08 with the the latter year registering the 
largest growth of 26.9%. Qatar's power pro-
duction utilizes thermal energy and due to 
the abundance of natural gas in the state, it 
is the major feedstock in power generation. 
Accordingly the cost of gas consumed in pro-
duction has continuously averaged between 
71-76% of costs but has registered a signifi-
cant drop of 470bps in FY08 attributable to 
lower gas price escalation for QEWC during 
the year on the back of its fixed price con-
tracts with the government versus a more 
robust inflationary environment affecting 
other cost components as well as a growing 
production base. Cost of gas consumed has 
grown by 62.4% between FY04 and FY07 
settling at QAR654 million in the latter year. 
During FY08, employee cost witnessed a 33% 
growth to record QAR157 million representing 
16% of COGS while inventories of stores and 
spare parts consumed recorded 51% increase 
at QAR73 million representing 7.4% of COGS 
and other expenses stood at QAR102 million 
providing the remaining 10% balance. Ac-
cordingly, gross profit grew from QAR890 
million in FY04 to QAR1.29 billion in FY08 
while the gross margin has fluctuated be-
tween a high of 62.1% in FY05 and a low of 
56.6% in FY08.  
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7.6% CAGR between FY04 
and FY08 to settle at 
QAR1.13 billion in the 
latter year witnessing a 
9.2% growth over FY07 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
FY08 actual net income 
registered QAR757 million 
with an associated margin 
of 33.3% compared to 
QAR614 million and a 
margin of 31.9% in FY07 
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Profitability Indicators: 
 
SG&A expenses peaked, as a percentage of revenues in FY04 at 8.9% and has been contained ever since to 
register 5.9% in FY06 before rising again to 6.9% in FY08 at QAR157 million. EBITDA hence has grown at 
7.6% CAGR between FY04 and FY08 to settle at QAR1.13 billion in the latter year witnessing a 9.2% growth 
over FY07. EBITDA Margin registered 49.7% in FY08 after peaking in FY06 at 57.5% on the back a 13.9% Y-
o-Y drop in SG&A as the company restructured its expenses after the major acquisitions of FY03. Meanwhile, 
depreciation expense registered QAR371 million in FY08 while EBIT registered QAR371 million in FY08 result-
ing in a 13% CAGR between FY04 and FY08. Operating margin has grown steadily to peak in FY07 at 34.6% 
before easing slightly to 33.4% in FY08 affected by lower EBITDA margin. 

 
QEWC net income has fluctuated aggressively affected 
by several items below the operating line. The major 
of which is the liquidated damages paid to kahramaa 
which, registered QAR21 million in FY08 after peaking 
at QAR110 million in FY07. The payments are calcu-
lated against scheduled production delays or failure to 
meet the contracted amount of production from plants 
in any specific period. Further, dividend income de-
clined sharply from QAR40 million in FY04 to maintain 
a level below QAR10 million in the following four 
years. Net finance cost increased sharply in FY08 to 
QAR112 million from QAR55 million in FY07 on the 
back of rising debt utilized to finance the company’s 
aggressive capacity expansion plans. Against this, 
QEWC realized an actual net income CAGR of a mar-
ginal 0.2% due to the strong oscillations in the contri-
bution from infrequent items. On an adjusted basis, 
QEWC would record a net income CAGR of 11.6% on 
the back of a sustainable Y-o-Y growth. FY08 actual 
net income registered QAR757 million with an associ-
ated margin of 33.3% compared to QAR614 million 
and a margin of 31.9% in FY07.  
 
Non Current Assets:  
 
PP&E has grown almost threefold between FY04 and FY08 at QAR9.3 billion in the latter year (1Q09, 
QAR10.1 billion) reflecting the company's large capex in new plant construction. FY08 PP&E grew QAR3.2 
billion over FY07 with capital work in progress at QAR5 billion. QEWC non-current assets include a QAR1.48 
billion finance lease receivable line representing its proportionate share of lease receivable from Q-Power 
(RAF B Plant). Moreover, investments in associates pertaining to AES Ras Laffan Company and Ras Laffan 
Power Company in whih QEWC has a stake of 30% and 25%, respectively stood at QAR205 million while AFS 
registered QAR231 million bringing the company’s total non current assets to QAR11.2 billion (1Q09, QAR12.0 
billion). 
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at 0.6x in 1Q09 while long 
term debt-to-equity regis-
tered 5.6x 
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Non Current Liabilities: 
 
Long term loans increased 66.2% to QAR7.5 billion in FY08 over FY07 before leaping further to QAR8.2 billion 
in 1Q09 reflecting the company’s finance requirements while other minor obligations stood at QAR91.2 mil-
lion. 
QEWC finances most of its projects via 75:25 debt:equity structure. With the company entering into several 
JV’s and taking on expansion plans to increase its production capacity, this has meant that QEWC outstanding 
debt was required to grow to the current levels and is expected to increase further, yet, at a slower pace. 
Collectively, this means that the company’s long term debt ratio stood at 0.6x in 1Q09 while long term debt-
to-equity registered 5.6x. 

 
 
 
 
 
 
 
 
 

QEWC Outstanding Debt 

Loan Description FY07 FY08 1Q09 

Loan 1 Represent USD443 million to finance the construction of RAF B2 1,279 1,616 1,616 

Loan 2 Represent USD94.5 million to finance QEWC commitment in Mesaieed Power Co. 345 345 0 

Loan 3 Represent USD98.5 million to finance the construction of RAF A expansion 359 335 359 

Loan 4 Share of Q Power QSC bank borrowings 1,204 1,283 1,283 

Loan 5 Share of Mesaieed Power Co. bank borrowings 730 1,625 1,706 

Loan 6 Represent USD172 million to finance RAF A1 plant facilities 0 594 627 

Loan 7 Represent USD108 million Istisnaa for the construction desalination units in RAF A1 0 362 397 

Loan 8 Represent USD300 million to finance several projects 0 968 1,094 

Loan 9 Share of Ras Girtas Power Co. bank borrowings 0 609 1,351 

Total Debt 3,916 7,737 8,432 

Source: QEWC 
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register a 17% CAGR 
throughout our forecast 
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EBIT, in our calculations, is 
expected to register 
QAR851 million in FY09 
reflecting a 12% growth 
over FY08 with a 32% 
EBIT margin 
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Forecast Assumptions: 
 
Revenue: 
 
We expect revenues to register a 17% CAGR 
throughout our forecast horizon spanning 
FY09 through to FY13. We have factored in 
new capacity additions up to FY11 based on 
scheduled commissioning dates that we have 
received from management. Electricity capac-
ity will augment by 4,730MW by FY11 while 
water capacity will rise 73MIGD, which, in our 
view, leads to a 19% electricity revenue 
CAGR and water revenue CAGR of 12% over 
our forecast period. Since no electricity ca-
pacity additions are scheduled for FY09, we 
believe that electricity revenues will witness a 
slight increase of 9% in FY09 at QAR1.5 bil-
lion before increasing strongly in the follow-
ing three years to settle at QAR3.3 billion in 
FY13. In line, we believe that water revenue 
will register QAR1 billion in FY09 followed by 
further growth in FY10 accounting for the 
commissioning of RAF A1 in December 09. Along with the finance lease income, our model yields a revenue 
of QAR2.6 billion in FY09 reflecting a 17% growth over the previous year.   
 
COGS, Gross Profit & GPM: 
 
We forecast direct costs, excluding deprecia-
tion, to grow faster than revenues in FY09 to 
register QAR1.15 billion factoring in the in-
crease in production volume as well as realiz-
ing a full year impact of wage inflation spilling 
over, which materialized in the latter half of 
FY08. Further, we expect COGS to grow on 
par with revenues reflecting a 17% CAGR 
throughout our forecast horizon. Accordingly, 
we expect GPM to hover around its current 
levels in the 56-57% range. Our forecast for 
FY09 gross profit stands at QAR1.4 billion 
with growth being capped by improvement in 
turnover since we do not expect any improve-
ments in margins beyond our forecasted 
range in the near future. Costs, in our opinion 
could fluctuate in both sides based on the gas 
price contracts between QEWC and the gov-
ernment for  newer production plants al-
though they would still position the company 
in a favorable cost economies.   
 
Profitability Indicators: 
 
We have maintained our FY09 ratio of SG&A to revenue at 6.9% in line with FY08 level after which we have 
opted to lower it slightly reflecting a volume based growth in turnover versus an easing inflationary environ-
ment. Our FY09 EBITDA, accordingly stands at QAR1.3 billion; a 16% growth over the previous year with an 
associated margin of 49.6%. Beyond FY09, we expect EBITDA margin to improve slightly above 50% before 
leaping 51% in the last year of our forecast horizon.  
 
Depreciation is expected to increase steadily through to FY12 to register QAR750 million, with the commis-
sioning of the new plants in the coming two years, growing from our forecasted FY09 QAR463 million. With 
QEWC showing no intangible assets and amortization in its balance sheet accounts, EBIT, in our calculations, 
is expected to register QAR851 million in FY09 reflecting a 12% growth over FY08 with a 32% EBIT margin. 
We forecast future improvements in EBIT margin driven by EBITDA growth along with a gradual stall in de-
preciation expense scoring a margin of 34.5% in FY11 before leaping further to 35.5% in FY13. 
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The large fluctuations in 
the company’s non-
operating income and 
expenses as well as its 
extraordinary items make 
it difficult to accurately run 
a forecast model anticipat-
ing net income 
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Net finance cost is expected to widen in the coming years to peak in FY11 and FY12 at ca. QAR208 million 
driven by the growing loans needed to finance new plants as well as operations. We expect QEWC to assume 
loans worth ca. QAR9 billion in FY09 peaking in FY11 at ca. QAR10.4 billion after which we expect the com-
pany’s loan base to drop gradually easing the pressure on QEWC’s high interest costs. 
 
The large fluctuations in the company’s non-operating income and expenses as well as its extraordinary items 
make it difficult to accurately run a forecast model anticipating net income. We have chosen to normalize all 
three lines via a constant annual growth with minor immaterial adjustments wherever needed. Hence, we 
estimate FY09 end of year net income of QAR798 million while recognizing 18% CAGR over the forecast pe-
riod. Our net margin estimates suggests a 320bps drop in the current year from FY08 33.3% while we expect 
that going forward, QEWC’s net margin will witness gradual improvements to settle at 32.3% in the last year 
of our forecast horizon. 
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Valuation 
 
Our valuation on QEWC has yielded a DCF fair value of QAR136.9/share, with the company's future cash 
flows discounted by a WACC of 10.3%.   
 
The cost of equity has been calculated by utilizing the capital asset pricing model, and based on a risk free 
rate of 6.9%, an equity risk premium of 6%, a beta of 0.67 and assuming a perpetual growth rate of 3.0%. 
  
With the company currently trading at QAR104.3/share, our fair value target provides investors with a 31.3% 
upside potential. We accordingly assign a Strong Buy recommendation. 
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FINANCIAL SUMMARY 
(Figures in QAR million)) 

Income Statement 2007a 2008a 2009f 2010f 2011f 

Revenues 1,926.5 2,272.9 2,651.4 3,162.2 4,008.2 

Growth 12.4% 18.0% 16.7% 19.3% 26.8% 

COGS 777.9 987.0 1,153.4 1,359.7 1,735.9 

S,G & Admin. Expenses 115.0 156.8 182.9 208.3 272.3 

EBITDA 1,033.6 1,129.2 1,315.2 1,594.2 2,000.0 

Growth 9.6% 9.2% 16.5% 21.2% 25.5% 

EBITDA Margin 53.7% 49.7% 49.6% 50.4% 49.9% 

Depreciation & Amortization 366.4 371.0 464.0 554.1 617.4 

Operating EBIT 667.3 758.2 851.2 1,040.0 1,382.7 

Interest Income 20.4 25.5 20.2 25.2 24.9 

Investment Income 10.0 7.8 0.0 0.0 0.0 

Interest Expense 75.7 137.9 180.9 208.1 234.1 

Other Income (net) -6.4 105.5 109.8 114.1 118.6 

Pre Tax Income 615.5 759.0 800.2 971.2 1,292.0 

Pre Tax Income Growth -26.4% 23.3% 5.4% 21.4% 33.0% 

Income Tax 0.0 0.0 0.0 0.0 0.0 

Effective Tax Rate 0.0% 0.0% 0.0% 0.0% 0.0% 

NPAT 615.5 759.0 800.2 971.2 1,292.0 

Growth -26.4% 23.3% 5.4% 21.4% 33.0% 

Extraordinary Items (1.9) (2.4) (2.4) (2.4) (2.4) 

NPAUI 613.6 756.7 797.9 968.8 1,289.7 

Non Appropriation Items 0.0 0.0 0.0 0.0 0.0 

Net Income 613.6 756.7 797.9 968.8 1,289.7 

Growth -20.5% 23.3% 5.4% 21.4% 33.1% 

Balance Sheet  2007a 2008a 2009f 2010f 2011f 
Cash & Marketable Securities 1,054.3  2,064.9  1,340.0  1,647.6  1,682.6  
Trade Receivables-Net 322.7  413.0  462.9  552.1  699.8  
Inventory 417.6  285.6  304.9  363.7  460.9  
Other Current Asset 0.0  24.8  26.5  31.6  40.1  
Total  Current Asset 1,794.6  2,788.3  2,134.4  2,595.0  2,883.5  
Net Fixed Assets 6,108.7  9,334.1  11,123.8  12,150.8  13,337.1  
Intangible Assets 0.0  0.0  0.0  0.0  0.0  
Other Assets 1,685.9  1,915.2  1,982.0  2,032.4  2,087.8  
Total Assets 9,589.1  14,037.6  15,240.2  16,778.1  18,308.3  
Short Term Bank Debt 24.0  805.5  813.5  854.2  896.9  
Accounts Payable 515.5  924.7  1,078.7  1,286.5  1,630.7  
Dividends Payable 400.0  450.0  500.3  599.6  649.8  
Other Current Liabilities 348.3  2,974.2  2,470.9  2,470.9  2,470.9  
Total Current Liabilities 1,287.9  5,154.4  4,863.4  5,211.2  5,648.3  
Long-Term Debt 4,502.4  7,484.4  8,232.8  9,056.1  9,508.9  
Other Non Current Liabilities 35.2  43.7  46.8  49.1  54.0  
Provisions & Minority Interest 54.3  47.5  45.2  40.6  36.6  
Total Shareholders' Equity 3,709.3  1,307.6  2,052.1  2,421.1  3,060.6  
Total Liabilities & Shareholders' Equity 9,589.1  14,037.6  15,240.2  16,778.1  18,308.3  

      
Free Cash Flow Statement 2007a 2008a 2009f 2010f 2011f 
NOPLAT 667.3 758.2 851.2 1,040.0 1,382.7 
Non-Cash Items 366.4 371.0 464.0 554.1 617.4 
Gross Cash Flow 1,033.6 1,129.2 1,315.2 1,594.2 2,000.0 
Gross Investments 2,251.1 4,167.6 1,790.8 1,588.1 1,798.7 

Non -Operating Cash Flow -8.3 103.2 107.4 111.7 116.2 
Free Cash Flow -1,225.7 -2,935.3 -368.2 117.8 317.5 
Financing Flow      
Interest Income After-Tax -20.4 -25.5 -20.2 -25.0 -24.5 
Investment Income After-Tax -10.0 -7.8 0.0 0.0 0.0 
Increase in Excess Cash & M. Sec. 139.4 864.6 -301.8 271.3 -25.1 
Changes in Subsidiaries and Long Term Investments 4.1 -25.2 20.5 22.6 24.8 
After-Tax Interest Expense 75.7 137.9 180.9 208.1 234.1 
Decrease in Debt & Bonds -1,630.4 -3,763.4 -756.5 -864.0 -495.5 
Provisions Used 26.4 6.8 2.4 4.5 4.1 
Dividends Paid 0.0 400.0 450.0 500.3 599.6 
Non-Appropriation Items 0.0 0.0 0.0 0.0 0.0 
Shareholders Equity 189.3 -522.6 56.4 0.0 0.0 
Total Financing Flow -1,225.7 -2,935.3 -368.2 117.8 317.5 

Operating Cash Flow -1,217.4 -3,038.5 -475.6 6.1 201.3 

Source: Company Financials, Prime Projections 
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Recommendation Target-to-Market Price (x) 

Strong Buy x > 25% 

Buy 15% < x <25% 

Accumulate 5%< x <15% 

Hold -5% < x < 5% 

Reduce -15% < x < -5% 

Strong Sell x < -25% 

Stock Recommendation Guidelines  

Sell -25% < x < -15%  

Investment Grade Explanation 

Growth  3 Yr. Earnings CAGR > 20%  

Value Equity Positioned Within Maturity Stage of Cycle 

Income Upcoming Dividend Yield > Average LCY IBOR 

Speculative Quality Earnings Reflect Above Normal Risk Factor 
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Disclaimer 
Information included in this report has no regard to specific investment objectives, financial situation, advices or particular needs of the report users. 
The report is published for information purposes only and is not to be construed as a solicitation or an offer to buy or sell any securities or related 
financial instruments. Unless specifically stated otherwise, all price information is only considered as indicator. 

No express or implied representation or guarantee is provided with respect to completeness, accuracy or reliability of information included in this 
report. 

Past performance is not necessarily an indication of future results. Fluctuation of foreign currency rates of exchange may adversely affect the value, 
price or income of any products mentioned in this report. 

Information included in this report should not be regarded by report users as a substitute for the exercise of their own due diligence and analysis 
based on own assessment and judgment criteria. Any opinions given are subject to change without notice and may significantly differ or be contrary 
to opinions expressed by other Prime business areas as a result of using different assumptions and criteria. Prime Group is under no obligation 
responsible to update or keep current the information contained herein. 

Prime Group, its directors, officers, employees or clients may have or have had interests or long or short positions in the securities and/or currencies 
referred to herein, and may at any time make purchases and/or sales in them as principal or agent.  

Prime Group, its related entities, directors, employees and agents accepts no liability whatsoever for any loss or damage of any kind arising from the 
use of all or part of these information included in this report. Certain laws and regulations impose liabilities which cannot be disclaimed. This dis-
claimer shall, in no way, constitute a waiver or limitation of any rights a person may have under such laws and/or regulations. 

Furthermore, Prime Group or any of the group companies may have or have had a relationship with or may provide or have provided other ser-
vices, within its objectives to the relevant companies. 

Copyright 2009 Prime Group all rights reserved. You are hereby notified that distribution and copying of this document is strictly prohibited without 
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