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• More Upside Potential; Upgrade to Buy: Despite the recent rally, we believe there is further upside 
potential and upgrade Nakilat to ST/LT Buy from ST Neutral/LT Accumulate. We have re-engineered our 
model with new assumptions and we now believe forecast and execution risk is significantly lower. Our 
new price target of QAR38.6 implies 44% upside. Nakilat is now our top pick in the shipping space. 

• Macro Concerns Ease; Counterparty Risk Low: Nakilat’s future is dependent on the financial viability of 
its only two clients, Qatargas and Rasgas. Weakness in oil and natural gas prices earlier this year increased 
the risks associated with the entire gas project. However, we estimate the Qatar gas project will break 
even at c USD2.5 Henry Hub, which implies the current gas price would have to fall 29% before we near 
those levels. Even when Henry Hub reached its recent lows of USD3.2, it was 22% above break-even. 

• Execution Risk Significantly Lower: Given that the business model is in its infancy, a key concern was 
the potential late delivery of vessels and a possible funding shortfall. However, Nakilat has now received 
42 out of the 54 vessels and we believe the group has raised the final USD1 billion it needs to finance the 
remaining ships. We understand the next batch of vessels is on schedule. The new funds have reportedly 
been raised at reasonable rate of cLibor +500 bps. All this is reassuring for the group’s short term future.  

• Profitability Becomes Clearer, Modelling Risk Lower. The key to modelling Nakilat and subsequently 
estimating fair value is through calculating the correct daily income per vessel, which has never been 
published. Following meetings with industry specialists we have more confidence in our new assumptions. 
As a result, we have re-engineered our model with new daily rate/cost assumptions and we now believe 
our estimates are subject to lower modelling risk. Overall our new net income per vessel/day is 
QAR297,352 which is marginally lower than our previous estimate of QAR336,340. 

• Fair Value Offers 44% Upside: We increase our price target to QAR 38.6 from QAR19.6 based on 
adjustments to our model and a lower WACC of 7.3% (9% previously). We set a floor value at QAR28.4 
based on a 35-year DCF. Given the long-term revenue visibility and the growth potential of Qatar’s gas 
project, we believe Nakilat offers a unique blend of strong top line growth with solid defensive 
characteristics, and all at an attractive valuation. 
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COMPANY NOTE 
  

December year end 2008a 2009e 2010e 2011e

Revenue 287 1,571 2,749 2,893 

EBITDA  242 1,522 2,698 2,840 

Net Income  129 584 987 1,175 

EPS 0.23 1.06 1.78 2.12

EPS Growth 0% 353% 69% 19%

DPS 0.0 0.0 0.0                       1.91 

 

PER 115.0 25.4 15.0 12.6
EV/EBITDA 140.5 22.3 12.6 11.9 
ROE N/R 40% 40% 46%
CFPS (operating CF) (1.39) 0.65 2.61 2.81
P/CF (x) (19.28) 41.2 10.3 9.5
Div. yield (%) 0.00% 0.00% 0.00% 7.13%
FCF Yield (%) -72.35% -44.95% -3.81% 9.14%
Net Debt/ (cash)  17,126 23,878 24,254 22,707 
Figures in QAR million unless otherwise stated 
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Estimate Changes 
 2008a 2009e 2010e 
(QAR mn) Old New Old New
Revenue 287 1,885 1,571 3,643 2,749 
EBITDA 242 1,582 1,522 3,063 2,698 
EBITDA Margin 84.1% 84.0% 96.9% 84.1% 98.1%
Net Attrib. Income 129 1,152 584 1,804 987  

Stock Data 
Last Ex-Div Date N/A
Mkt. Cap/ Shares (mn) QAR14,847.2/554
Av. Mthly Liqd. (mn) QAR1,066
52-Week High/Low 43/14.2
Bloomberg/ Reuters QGTS QD/QGTS.QA
Est. free Float 50% 

 
*Prices as at 8 June 2009   
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UPGRADE TO BUY – RISK REWARD ON THE UPSIDE 
We recently initiated Nakilat (January 2009) with an ST Neutral LT Accumulate recommendation and a 
conservative price target of QAR19.6 as we had several concerns about the business model. Firstly, on the 
macro side, following the rapid decline in the oil price questions were being raised about the entire 
financial viability of the Qatar gas project. Specific to Nakilat, execution risk was high in our view. For 
example, we highlighted the risk of potential late delivery of vessels. In addition, the group had to raise 
capital to fund delivery of the last set of LNG vessels and the cost of financing was unclear. However, the 
most significant risk to Nakilat was, and still is, modelling risk as the group has never published its daily 
revenue/cost per vessel, which is highly sensitive to the group’s fair value. 

Four months later, the business has moved on significantly. From a macro perspective, the oil price has 
rebounded and so has the natural gas price. Some 42 out of 54 vessels have been delivered on time if not 
early with the remaining batch on schedule. We also believe the group has raised USD1 billion dollars in 
debt finance at an acceptable rate. However, most crucially we believe we have a better 
understanding/estimate of the daily rate/cost and this offers us more confidence in our model and 
valuation methodology. 

GAS PRICES WELL ABOVE BREAK-EVEN FOR QATAR 
Given that Nakilat has only two clients (Qatargas and Rasgas) which are majority owned by Qatar 
Petroleum (Qatar government), its future as a going concern is entirely dependent on the financial 
viability of gas projects in Qatar.  

Following the fall in commodity prices in 2H2008 and 1Q2009, the financially viability of the entire gas 
project was being questioned. Oil prices had fallen to cUSD35 a barrel and natural gas prices fell to a low 
of USD3.2 mmbtu. However, oil and gas prices have rebounded in recent weeks and concerns have eased. 
We estimate the break-even price for the Qatar LNG project could be achieved at USD2.5 mmbtu, 
meaning that the current price of USD3.5 would have to fall by 29%. Even at its recent lows, the spot 
price was 22% above the break-even level. 

Figure 1: Henry Hub Price Index 
USD, unless otherwise stated 

 Figure 2: Japan Crude Oil Cocktail Prices 
USD, unles otherwise stated 
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Our break-even assumptions come from BG Group. BG Group is one of the world’s largest LNG players 
and it had set a target return on capital employed of 15% in 2001 when gas prices stood at cUSD3.0 
mmbtu. BG Group is the distributor and reseller of the gas and it typically charges 15-20% for 
transportation costs, and the upstream provider would get the remaining 55%.  
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Figure 3: BG Group LNG Economics 

 % USD 
Henry Hub Gas Price  3 
BG Group  Costs 20% 0.6 
Bg Group Return 15% 0.45 
Upstream Provider 65% 1.95  

Source: BG Group and EFG Hermes estimates 

 
The above would imply that upstream providers were also making a return on USD1.95mmbtu. However, 
to err on the side of caution, we are estimating a higher break-even price of USD2.5, when the actual 
break-even is probably much lower.   

VESSEL DELIVERY ON SCHEDULE 
One of the key risks to this project was the potential late delivery/functionality of the LNG vessels. These 
vessels are state of the art and were being built for the first time. Naturally, execution risk was high but 
thus far all the vessels have been delivered on time and in some cases early. Overall, we estimate that 42 
vessels have been delivered to date. In addition, revenues from fully owned vessels have started to flow in 
and some have been operational for six months, which suggests that there are not any technical problems.  

Going forward, we believe the risk of late delivery is now minimal given that shipbuilders are focusing on 
clients that are financially stable and Nakilat will have the financing to meet its capital commitments. 

Figure 4: Estimated Vessel Delivery Timetable  

Vessel Name Vessel  Type  Expected Time of Delivery 
Al Kharaitiyat Q-Max 3Q2009 
Al Rekayyat Q-Flex 3Q2009 
Al Dafna Q-Max 4Q2009 
Al Khattiya Q-Flex 4Q2009 
Al Kharaana Q-Flex 4Q2009 
Al Nuaman Q-Flex 4Q2009 
Shagra Q-Max 4Q2009 
Al Bahiya Q-Flex 1Q2010 
Zarga Q-Max 1Q2010 
Aamira Q-Max 1Q2010 
Rasheeda Q-Max 1Q2010  

Source: Company, EFG-Hermes estimates 

 
DAILY RATES AND OPEX 
We now estimate the vessel daily rate ranges from USD80k for Q Flexs and up to USD95k for the larger  
Q Maxs. On the cost side we estimate the daily operating cost at between USD12.7k and USD13.3k. 
Previously we assumed a daily rate ranging from USD90k to USD110k and OPEX of between USD14.4k 
and USD17.6k. 

Our new estimates are based on conversations/meetings with industry specialists. Nakilat has never 
published the daily revenue and cost rates for these vessels and as these are new state of the art ships 
that have been built for the very first time there are no comparable figures available in the market. In 
addition, using spot prices as a benchmark is no longer comparable as spot has weakened significantly 
whereas Nakilat signed these contracts over three years ago.  

Below we highlight the profitability of one Q Max vessel for one year 
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Figure 5: P&L for one Q Max Vessel  
QAR million, unless otherwise stated 

Assumptions   P&L for Q Max  USD mn 
Q Max Purchase Price  USD286 mn  Revenue 363 x 95 34 
Utilisation 363 days  Operating Cost 363 x 13.31 5 
Depreciation 40 years  Depreciation 286 / 40 7.2 
Debt / Equity 90 / 10  Interest cost 257.4 x 6% 15 
Cost of Debt 6.00%  Dry dock  1.5 
Daily rate  95k  Net Profit per Ship  6 
Daily cost 13.31k     
   Net Profit Margin  18% 
   ROE  22%  
Source: EFG-Hermes estimates 

 
We are assuming utilisation of 363 days, when typically this would be 365 days. Nakilat is contracted to 
receive revenues for 365 days as these vessels do not require dry docking for 5 years. The usual 
maintenance can be carried out when the vessel docks to re-gas or at sea. The vessels are 90% debt 
financed and the cost of debt is actually below 6%, but we use 6% for illustrative purposes. Overall, we 
estimate that the operating income per Qmax vessel is cUSD82k per day. This would imply a net profit of 
USD6m per annum and a return on equity of 22%. 

CHARTERER CAN DELAY TAKING DELIVERY OF VESSEL BY 45 DAYS 
In our initiation report we questioned whether the LNG vessels would actually be revenue generating 
given that some of the LNG plants are still not operational. In response, Nakilat has confirmed that the 
charter deals are take-or-pay deal i.e. group will get paid regardless of whether the ship is used. In 
addition, Nakilat has stated that the vessels are transferred to the charterer the next day after delivery. A 
close read of the contract, however, reveals that under some circumstances delivery can be delayed for up 
to 45 days. 

Given the above, we have attempted to calculate the actual days in service and the average income per 
day as we now have actual delivery dates for the vessels in service. 

Figure 6: Estimated Income per Vessel  
QAR thousands, unless otherwise stated 

Vessel  Ship Type Delivery Date Operational Days  Net Income 
per day  

Net Income  

 4Q2008 1Q2009  4Q2008e 1Q2009e 
MOZAH Q Max 29-Sep-08 62 90 297,352 18,436 26,762 
Umm Slal Q Max 29-Nov-08 32 90 297,352 9,515 26,762 
Al Ghuwairiya Q Max 15-Dec-08 15 90 297,352 4,460 26,762 
Bu Samra Q-Max 29-Dec-08 2 90 297,352 595 26,762 
Lijmiliya Q Max 1-Jan-09 - 89 297,352 0 26,464 
Al Mayeda Q Max 13-Feb-09 - 45 297,352 0 13,381 
Al Sheehaniya Q-Flex 17-Feb-09 - 41 252,252 0 10,342 
Al Samriya Q-Max 1-Mar-09 - 30 297,352 0 8,921 
Mesaimeer Q-Flex 12-Mar-09 - 18 252,252 0 4,541 
Mekainis Q-Max 24-Mar-09 - 8 297,352 0 2,379 
Al Sadd Q-Flex 26-Mar-09 - 5 252,252 0 1,261 
Total   111 596  33,006 174,335  

Source: EFG-Hermes estimates 

 
We have followed company guidance in Figure 6 above and assumed the vessels are revenue generating 
from the day after delivery. For example, MOZAH was delivered on 29 September 2008 and in theory it 
was in service for 62 days in 2008. We have then applied our assumed net income per day to calculate 
total income per quarter. Consequently, MOZAH would have generated income of QAR18.4 million in 
4Q2008. Total vessel income in 4Q2008 would have been QAR33 million if the above assumptions were 
correct. Below we analyse the difference between the implied net income from wholly owned vessels 
calculated above versus actual reported income. 
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Figure 7: Reported Income and Implied Daily Rate  
QAR thousand, unless otherwise stated 

 Net Income   

 4Q2008e 1Q2009e 
Reported Income from Wholly Owned Vessels 24,653 106,452 
Implied Net Income per Vessel per Day from 
Reported Income 

222 179 

 

Source: EFG-Hermes estimates 

 
In fact, actual reported income for 4Q2008 was QAR24.6 million, which suggests net income per ship of 
QAR222k per day and implies that a) either our net income per ship calculation is incorrect and/or b) the 
number of days in service is incorrect. If we move on to 1Q2009, our estimated net income in Figure 6 
was QAR174.3 million, whereas reported net income was QAR106.4 million. This suggests that income 
per ship had fallen to QAR179k per day in 1Q2009. While a marginal drop in 1Q2009 average income per 
ship can be expected as it included three lower income generating Q Flex vessels, we would not expect 
the drop to be so significant. Consequently, we believe the number of days in service is incorrect and 
vessels are not revenue generating from the very next day. As noted, we understand that the charterer is 
able to delay taking delivery of a vessel for a maximum of 45 days. This would explain the volatility in the 
reported numbers versus our estimates for the last two quarters. We provide a quick sensitivity to late 
delivery below. Our forecasts are based on the vessels being revenue generating from the day after 
delivery. While results will be volatile over the next few quarters depending on delivery days, this should 
smooth out as the last 12 vessels are delivered. 
 
Figure 8: Sensitivity to Delay in Vessel Deployment 
In QAR thousands, unless otherwise stated 

 No delay 10 day delay 20 day delay 30 day delay 40 day delay 
2Q2009 Revenue 327,050 317,176 303,156 287,119 270,073 
% Change 0% -3% -7% -12% -17%  

Source: EFG-Hermes estimates 

 
The above table illustrates the impact to income from fully owned vessels should the vessels due for 
delivery in 2Q2009 be delayed by 10, 20, 30 and 40 days. As most of the vessels have been delivered, 
income is not as volatile as it was in 4Q2008 and 1Q2009. 

NET DEBT & INTEREST COSTS  
Nakilat’s net debt stood at QAR17.1 billion at the end of 2008 and we expect this to rise to cQAR24 
billion by the end of 2009 as it takes delivery of more vessels. The group will need circa QAR5.5 billion 
(USD1.5 billion) of additional funds to finance the fleet acquisition programme. At the start of the 2009 
financial year, Nakilat had an unused drawdown facility of QAR3.5 billion, which implies the group needs 
to raise at least another QAR2 billion (USD550 million) in new funds.  

Given this, we are not surprised to hear press reports that the group has raised USD1 billion and we 
believe the likely cost of the new funds is in the region of Libor +500bps. Given the state of the financial 
markets, we believe the cost of financing is reasonable, especially as Libor is currently below 1%. 
Consequently the cost of new debt is likely to be circa 5.7%.  

In terms of the current debt, the group has fixed QAR17.4 billion at a rate of 5.58%, with the remaining 
QAR1.8 billion on floating (Libor +1.15%), and if the new debt is financed at 5.7%, then we estimate the 
average cost of debt to be 5.3% for 2009e. 

INTEREST COSTS 
Overall, we expect the group will expense QAR621.5 million through the P&L in 2009e and QAR973.7 
million in 2010e. Nakilat is matching interest expense as and when vessels are deployed. Given that vessel 
deployment date is difficult to forecast, we believe 2009e interest costs could be volatile versus our 
forecasts. 2010e is a much cleaner year as all the vessels would have been delivered by 2Q2010. 
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NEW FINANCIALS 
Below we highlight the changes to our financial estimates for 2009e and 2010e. 
 
Figure 9: Forecast Changes 
QAR million, uness otherwise stated 

 2009e New 2009e Old % 2010e New 2010e Old % 
Total Revenues 1,571 1,885 -16.6% 2,749 3,643 -24.5% 
Income from Fully Owned Vessels 1,296 1,500 -13.6% 2,505 2,801 -10.6% 
EBITDA 1,522 1,582 -3.8% 2,698 3,063 -11.9% 
Net Interest Expense (621.5) (97.8) 535.6% (973.7) (342.1) 184.6% 
Net Operating Income 620.1 1,153 -46.2% 1,099 2,007 -45.2%  

Source: EFG-Hermes estimates  

 
On the face of it, the P&L numbers have changed significantly but on a cash flow basis the movements 
have been less severe, similar to our EBITDA forecasts. For instance, we were previously forecasting 
separate revenue and cost line for the fully owned vessels, whereas Nakilat is only reporting a net income 
figure for the fully owned vessels under revenues. This obviously lowers reported revenues but boosts 
EBITDA margins. In addition, interest costs rise significantly and this is due to combination of accounting 
and hedging policy. For instance, we previously assumed that interest costs were being amortised until 
2011e i.e. when the business is fully operational but we now know the group has started expensing 
interest costs earlier. Also, we previously assumed that Nakilat would benefit from the lower interest cost 
environment as its debt was linked to Libor. But now we understand the bulk of its debt has been fixed 
through swap instruments.  

In addition, it is worth mentioning the fair value hedge loss that was expensed through the P&L and 
impacted net income in 4Q2008 and 1Q2009. Typically these fair value derivative profit/losses are shown 
on the balance sheet through Equity and are only shown in the P&L if the derivative is not a hedging 
instrument. In this case, the auditors disagreed that this particular instrument was for hedging and 
disqualified it. As a result, it was expensed through the P&L. While the company has not disclosed the size 
of the potential liability we do not believe it is significant as otherwise the loss would have been much 
higher. For example, in 4Q2008, Nakilat took a QAR4.8 billion hit to its Equity due to the large swing in 
interest rates. Given this volatility, we believe the P&L loss would have been materially higher if it was a 
large position. The company has, however, confirmed that there is no cash loss due to this accounting 
entry.    

RISKS 
In this note we have focused on the positive developments at Nakilat, but substantial risks still remain 
within the business 

Daily Rates – While we believe we have a better grasp of the revenue and cost dynamics, the actual rate 
could be higher or lower. It is worth emphasising that the group's fair value is highly sensitive to these 
rates.  

Debt Funding – We understand Nakilat has raised USD1 billion but cost of funding has not been disclosed 
and could be higher than our expectation of Libor +500 bps. 

12 Vessels to Come – To date all the vessels have been delivered on time if not early. But the possibility 
still remains that the remaining batch could be delayed. Here we believe the risk is relatively low but any 
delay has material impact on short-term profitability.  

VALUATION 
Given that Nakilat has secured long-term revenues, we continue to believe that a DCF approach is the 
most appropriate valuation method. However, we have evaluated the potential fair value using two 
separate scenarios. The first assumes a business life span of 35 years, which implies that the gas contracts 
are renewed for another 10 years after the initial 25-year period. We believe we are being conservative 
here as the vessel's expected life span is 40 years. This is our theoretic floor value for the business as it 
assumes that gas transportation will end/and or Nakilat will not have its contract renewed after 35 years. 
We believe this is unlikely given the level of government involvement on both sides.  
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The second is a conventional DCF and assumes a 2.5% perpetual growth rate, implying that the contracts 
are renewed and new vessels are purchased at the end of their life. This is our preferred valuation 
methodology given that Qatar will have enough gas for another 250 years even when it’s producing at full 
capacity.  

WACC MOVES DOWN TO 7.3% FROM 9.0% 
As the sensitivity table in figure 12 below illustrates, Nakilat’s fair value is highly sensitive to its cost of 
capital due to the high level of financial gearing. Consequently, our 170 bps move in our WACC has a 
significant impact on our fair value rising to QAR 38.6. Previously we assumed cost of equity of 11.8%, 
which we have now lowered to 10% following the delivery of the vessels. In addition, we assumed an 
equity weighting of 45%, as we were not sure if the group would be able to raise the necessary debt. Now 
that financing has been resolved, we have lowered our Equity weighting to 20%, which is still conservative 
as the ships are 90% debt financed. This results in our WACC moving down to 7.3%.     

35-YEAR DCF 
We have calculated our 35-year DCF assuming free cash flow growth of 2.5% every year, which is justified 
as we believe Nakilat can increase the charter rate in line with inflation. Our 35 year period starts from 
2012 i.e. when the business is fully operational and hence why our model below uses forecasts for 38 
years. Our DCF value comes to QAR26.3 and our terminal book value adds another QAR2.1 to fair value 
resulting in total fair value of QAR28.4. We set this as our floor value. 

Figure 10: 35 Year DCF  
QAR million, unless otherwise stated 

WACC 7.3% 

Perpetual Growth 0.00% 

PV of Cash Flows 2009-47e 31,848 

Terminal Value 0 

PV of BV at 2047e 1,154 

Total Firm Value 33,002 

Estimated Net (Debt) / Cash  (17,241) 

Total Equity Value 15,761 

No. of Shares 554 

LTFV per Share 28.4  

Source: EFG-Hermes estimates 

 
CONVENTIONAL DCF IMPLIES FAIR VALUE OF QAR38.6 
Our preferred valuation method suggests fair value of QAR38.6, which is 44% above the current share 
price. Here we have used a 70 year DCF. The first 35 years are as above (figure 10) but for the 
subsequently years we have increased CAPEX to factor in the cost of vessel replacement. At the end of the 
70 year period, we are assuming perpetual growth rate of 2.5%.  

Figure 11: 70 Year DCF 
QAR million, unless otherwise stated 

WACC 7.3% 
Perpetual Growth 2.5% 
PV of Cash Flows 2009-82e 37,223 
Terminal Value 1,410 
  
Total Firm Value 38,633 
Estimated Net (Debt) / Cash (17,241) 
Total Equity Value 21,392 
No. of Shares 554 
LTFV per Share  38.6  

Source: EFG-Hermes estimates 
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Figure 12: Sensitivity Analysis 

    WACC   
32 5.5% 6.5% 7.3% 8.5% 9.5% 

1.5% 65.9 43.0 38.2 27.8 17.0 

2.0% 66.7 43.3 38.4 27.9 17.1 

2.5% 67.8 43.6 38.6 28.0 17.1 

3.0% 69.2 44.0 38.9 28.1 17.2 

Te
rm

in
al

  
G

ro
w

th
  

3.5% 71.2 44.6 39.3 28.3 17.2  

Source: EFG-Hermes estimates 

 
As the sensitivity table illustrates, the fair value is highly sensitive to WACC assumptions due to the level 
of financial gearing. For example, a 100 bps movement in the WACC changes our fair value by almost 
40%.  

RECOMMENDATION 
Nakilat has made significant progress in the last few months and we now believe execution risk has fallen 
substantially. Some 42 LNG vessels have been delivered on time and the remainder are on schedule. In 
addition, we understand the group has raised the required USD1 billion of additional financing at a 
sensible rate. Furthermore, we believe we have better understanding of the revenue and cost dynamics of 
the LNG vessels and consequently we are more confident in our financial model.  

Given the above, we believe a reduction in the WACC to 7.3% from 9% is fully justified and our new DCF 
implies a fair value of QAR38.6, which is 44%above the current price. While the stock has rallied in recent 
weeks, we believe there is significant upside potential in the short term. The next set of results (Interims 
and 3Q2009) will offer more insight into the potential profitability of the fully owned vessels and this 
should act as a catalyst to drive the shares forward.  

In our view, Nakilat offers a unique blend of strong top line growth prospects with solid defensive 
characteristics, and all on a PEG of 0.22. With the above in mind, we upgrade to ST/LT Buy from ST 
Neutral / LT Accumulate.    
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FINANCIAL STATEMENTS 
 
Income Statement (December Year End) 
QAR million, unless otherwise stated 
 2008a 2009e 2010e 2011e
Revenue 287 1,571 2,749 2,893
Change 74% 447% 75% 5%
SG and A (46) (49) (51) (53)
as % of Sales 16% 3% 2% 2%
EBITDA 242 1,522 2,698 2,840
EBITDA Margin 84% 97% 98% 98%
Depreciation (8.3) (273.0) (605.2) (613.7)
Amortization (5.4) (7.4) (20.8) (34.2)
Net Operating Profit 228 1,242 2,072 2,192
Net Interest Expense (13.9) (621.5) (973.7) (884.2)
Minority Interest 1 1 1 2
Others  (84.2) (35) (110) (131)
Net Profit 129 584 987 1,175
EPS 0.23 1.06 1.78 2.12 
Source: Nakilat, EFG-Hermes estimates 

 
Balance Sheet (December Year End) 
QAR million, unless otherwise stated 
 2008a 2009e 2010e 2011e
Cash & Liquid Assets 1,990 28 527 1,460
Accounts Receivable  134 157 157 157
Other Receivables  3 2 2 2
Net Accounts Receivable  137 159 159 159
Other Current Assets  0 0 0 0
Total Current Assets  2,127 187 686 1,619
Net Plant  2,284 18,427 23,877 23,505
Contract Work in Progress  17,664 8,662 4,597 4,633
Net Investments  1,561 1,644 1,644 1,644
Other Non-Current Assets  841 889 869 834
Total Assets  24,478 29,809 31,674 32,236
Accounts Payable  228 263 263 263
Short term Debt 115 2,646 3,735 3,735
Other Current liabilities 0 2 2 2
Total Current Liabilities 343 2,910 3,999 3,999
Loans  19,117 21,260 21,047 20,432
Total Provisions 3 4 4 4
Fair Value Interest Rate Swap 5,016 4,177 4,177 4,177
Dividend Payable 0 0 0 1,058
Total Long Term Liabilities 24,136 25,441 25,228 25,671
Total Liabilities & Provisions  24,478 28,351 29,227 29,670
Shareholder's Equity  (1) 1,457 2,446 2,566
Total Liabilities and Equity 24,478 29,809 31,674 32,236 

Source: Nakilat, EFG-Hermes estimates 
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Cash Flows Statement (December Year End) 
QAR million, unless otherwise stated 

 2008a 2009e 2010e 2011e
Net Income from Operations 130 585 989 1,177
Depreciation and Amortization  14 312 626 648
Other Adjustments  (132) 425 779 652
Cash From Operations before WC 11 1,323 2,394 2,477
Change in WC 3 (44) 0 0
Interest Paid (784) (918) (951) (920)
Cash Flow from Operations (770) 360 1,443 1,557
Cash Flow from Investing (9,505) (6,987) (1,819) (10)
Net Cash from Op. and Investing Activities (10,274) (6,627) (376) 1,547
Net Cash Flow from Financing 10,468 4,674 876 (615)
Change in Cash  194 (1,953) 500 933 

Source: EFG-Hermes estimates 
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I, Redwan Ahmed, 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. I also certify that neither I nor my spouse or dependants (if relevant) hold a beneficial interest in the mentioned 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. 
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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 
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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 
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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. 
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