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TAQA (TAQA.AD)

Earnings head south on weak commodity pricing, currency depreciation and higher 
expenses: TAQA posted Q1 09 net income of AED 40mn, which fell significantly by 90% YoY and 
were also down 83% QoQ. The company attributes the YoY decline in earnings to 1) weaker oil 
& gas prices and 2) lower Canadian and Euro exchange rates. On the other hand, the sequential 
retreat in profits is mainly the reflection of higher (operating & non-operating) expenses and lower 
contribution from other income. 

Group revenues advance 12% QoQ, on consolidation of newly acquired assets: TAQA’s group 
revenues totalled AED 4.2bn in Q1 09, rising 12% from Q4 08. Revenues from Electricity & Water 
(excluding supplemental fuel income) took a slight hit in Q1 09 from one-off adjustments, and were 
down by a small 7% QoQ, partly lifted by newly-added revenues from the tolling contract (Red Oak 
power plant, USA) acquired in December 08. While Oil & Gas revenues were negatively impacted 
by continued lower average net realized prices of oil & gas (Brent prices declined by 18% QoQ), 
they nonetheless advanced sequentially by 28%, on the back of the consolidation of the North Sea 
assets (acquired in December 08). As a result, the revenue mix slightly changed, sequentially, in 
favour of the Oil & Gas segment which in Q1 09 constituted 38% of total revenues (vs. 34% in Q4 08), 
compared to a 56% (vs. 61% in Q4 08) revenue contribution from the Electricity & Water segment 
(incl. supplemental fuel income), and while the Gas Storage revenue share remained unchanged 
QoQ, at 5% of the total. 

Operating income improves, yet bottom line hit by one-offs & non-operating items: Q1 09 
operating income reached AED 896mn, a 25% rise QoQ, with the corresponding margin expanding 
to 21% in the quarter from 19% in Q4 08. Despite improved operating performance, bottom line 
took a hit sequentially from 1) higher finance costs (+5% QoQ), 2) foreign exchange losses (vs. 
foreign exchange gains in Q4 08) and 3) lower investment and other income (including lower gains 
on repurchase of bonds).

Growth projects within downstream and midstream segments in the pipeline: Since the 
beginning of the year, TAQA has announced a number of expansion activities, mainly in the 
downstream and midstream segments. In Q1 09, TAQA completed its downstream joint venture 
with Marubeni in the Caribbean and made major progress in securing an agreement with Gazprom 
for the delivery of cushion gas for Bergermeer gas storage. In April 09, ADWEA announced a plan 
to transfer 90% of their interest in the Fujairah Water & Electricity Company (which has a planned 
capacity of 2,000 MW and 130 MIG) to TAQA. Furthermore, the Company will soon proceed in 
extending the capacity of the Jorf Lasfar power plant in Morocco. 

Liquidity position remains strong and intact: At Q1 09-end, TAQA had AED 8.4bn of undrawn 
credit facilities and AED 4.6bn of cash. The company has no financing requirements before July 
2010, when about USD 2.0bn (AED 7.4bn) in debt repayment will come due. TAQA bought back in 
the quarter AED 738mn worth of its 2036 Sukuks (a buyback program initiated in Q4 08), giving rise 
to a AED 174mn gain (vs. a AED 222mn gain in Q4 08). 

Brighter short-term outlook pending sustained increase in oil prices: TAQA holds a diversified 
portfolio of energy assets, with downstream assets offsetting declining commodity prices, and 
upstream assets benefiting from rising prices. In order to expand its top-line and bottom line in the 
medium term, the company has been recently concentrating on organic and inorganic growth 
activities. In the short-term, we believe an improvement in TAQA’s results is highly dependant on 
a sustained increase in average crude oil prices; signs of which were witnessed in the last weeks. 
However a confirmation of this recent uptrend remains to be witnessed.
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AED mn Q1 2008 Q4 2008 Q1 2009

Revenues 3,992 3,737 4,200 

EBIT 1,440 719 896 

Finance costs (881) (924) (971)

Profit before taxes and minorities 679 172 142 

Net income 398 233 40 

Current stock price (AED) 1.59

52-week range (AED) 0.84 - 4.12

Number of shares (mn) 6,225 

Free float 28%

Market cap (AED mn) 9,898 

Div. yld 2008 9.4%
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