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Key Data

CMP#(SR) 115
EPS*(SR) 034 * Saudi Electricity Company (SEC)
BVPS*(SR) 11.8 registered a revenue growth of 5.9%, which
P/E* 34.0 accompanied by the major dampener of
P/BV* 10 cost of sales increase of 13.0% resulted in
net income (1HO8) decline of 97.4%. The
performance has not been in harmony with
SEC’s FY07 results recording a net income
increase of 9.8% (from SR1.4bn in 2006 to
SR1.5bn in 2007).

Highlights

12M Avg.vol. 8,759,076
52 week Lo / Hi (SR) 11.3/16.8

Source: Global Research
# As on July 28, 2008
* 2008 Projected

* The company’s operating revenue posted a 3 year CAGR (2004-07) of 6.1% and an annual
growth of 6.5% (from SR19.7bn in 2006 to SR20.9bn in 2007). The electricity sales
showed an increase (YoY) of 6.4% and had highest proportion of 92.8% to the company’s
total revenues (2007).

* Although cost of sales mainly driven by fuel, operations & maintenance expenses rose
(YoY) by 5.8%, an improved revenue performance resulted in gross profits (YoY)
increase by 15.1% (from SR1.3bn in 2006 to SR1.5bn in 2007). Overall the improved
results translated well into the bottom line profitability showing a rise in net profit margin
from 7.2% in 2006 to 7.4% in 2007.

¢ SEC’s asset base recorded an annual growth (FY07) of 7.3%. The company’s business
being capital intensive has (FY07) net fixed assets of SR87.6bn constituting 64.2% of the
total asset base of SR136.5bn.

e The liability structure of the company mainly constituted of accounts payable, long-
term government payables and government loan. The rise of 27.0% in account payables,
constituted 36.4% of total liabilities (FY07). The shareholders’ equity posted an annual
rise of 2.1% closing at SR48.1bn in 2007.

*  Our fair value for SEC is estimated to be SR12.1 per share. According to our fair value
the stock is 5.6% higher than the current market price of SR11.5 (as on Jul 28, 2008).
Therefore, we revise on our earlier recommendation of “Buy” to “Held” on the stock with
a medium term perspective.
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Recent Developments:

In Jul-08, Fitch Ratings has upgraded the company’s long term issuer default and senior
unsecured ratings from AA- to A+ with a stable outlook.

In Jun-08, the company was awarded the 4 projects (launch of first phase of the tenth power
plant; enhancing the capacity of Rabigh Generation, Al-Shuabiah Al-Bukhariya and Al
Jawiya Bawadi Al Dawaser stations by 720MW, 1,191MW and 100MW, respectively)
amounting to SR26bn.

In Apr-08, SEC signed contracts worth SR2.2bn with local companies to set up a new
transformer station and two aerial electric power lines. The contracts were the part of
SR5bn project aimed at linking different parts of the Kingdom.

In Mar-08, an announcement was made that after nencessary approvals there are plans
to overhaul and privatize Saudi Arabia’s power sector. The plan could split the power
generation assets of SEC into four separate entities that will open avenues for foreign
investment and create competition in the Kingdom’s electricity sector.

In Jul-07, the company issued Sukuk for SR5bn maturing in year 2027, at par value of
SR500,000 each without discount or premium. The Sukuk was priced at 45 basis points
over the Saudi Interbank Offer Rate (SIBOR).

Performance Review - 2007

The total available capcity for electricity generation in Saudi Arabia, witnessing growth of
7.8% in FY 06, continued to show the rising trend in FY07 recording an increase of 6.1%
(from 34,823MW in 2006 to 36,949MW in 2007). By the end of 2007, the company’s
power plants in the Centeral, Eastern, Western and Southern Regions had a contribution
of 25.5%, 32.1%, 32.7% and 9.7%, respectively. The total actual capacity from SEC
constituted 89.2% of the total generating capacities (36,949MW in 2007) in the Kingdom,
and showed an increase of 7.5% (from 30,666MW in 2006 to 32,957MW in 2007). The
majority share of 51.5% (i.e. 16,984MW) in SEC capacity came from the gas turbines,
which were seconded by the steam turbines having a share of 38.4%. The SEC was
followed by the desalination units contributing 6.5% to the total available capcity.

Chart 1: Region-wise Contribution (MW) from SEC’s Own Generation Units - 2007
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Source: SEC Financial Reports & Global Research
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The total peak load during the year 2007 also witnessed a rising trend. The peak load
recorded an increase of 11.9%, rising from 31,240MW in 2006 to 34,953MW in 2007.
Similar to the last year, the majority of the peak load was contributed from interconnected
networks. The interconnected networks peak load constituting 95.0% of the total, posted
an increase of 13.0% (from 29,376MW in 2006 to 33,189MW in 2007). The isolated
networks contributing the rest of 5.0% to the total peak load, showed a decrease of 5.4%
during the year.

The enhanced capcity base enabled the company to better meet the rising electricity
demand in the Kingdom. The electricity sales in Gigawatt hour (Gwh) showed an increase
of 4.1% during the year, recording a rise from 163,151Gwh in 2006 to 169,780Gwh in
2007. The highest share of contribution of 53.0% to the total electricity sales was made
by the residential segment, which in itself showed an increase of 4.5% during 2007. This
segment was followed by the industrial segment constituting 18.0% of the total electricity
sales in 2007.

The company undertook ongoing initiatives to increase the reach of electricity throughout
the Kingdom and upgraded its systems to enhance the reliability of its power network.
These efforts were reflected by an increase in the total transmission network length
by 3.6% (from 36,652ckm in 2006 to 37,981ckm in 2007) and a rise of 4.8% in the
distribution network (from 154,505ckm in 2006 to 161,923ckm in 2007).

Analysis of Financial Performance -FY07

Income Statement

SEC’s ongoing efforts to achieve higher efficiency showed in its result as the company
in FYO07 recorded a net income increase of 9.8% (from SR1.4bn in 2006 to SR1.5bn in
2007). The improved performance also led to increase in EPS (based on 4,166mn shares)
from SR0.34 in 2006 to SR0.37 in 2007.

Table 01: Income Statement Highlights

(SR mn) 2005 2006 2007 (Growth

2006-07)
Total Operating Revenues 18,761.3 19,706.7 20,979.5 6.5%
Cost of Sales (17,116.0)  (18,369.2)  (19,440.5) 5.8%
Gross Profit 1,645.3 1,337.4 1,538.9 15.1%
Operating Income 1,259.2 1,154.6 1,254.8 8.7%
Net Income 1,483.0 1,413.8 1,552.9 9.8%

Source: SEC Financial Reports & Global Research

SEC fulfilling its important role in Saudi Arabia’s electric infrastructure system not only
successfully managed the growing electricity demand but through its operational and
strategic initiatives recorded an encouraging (FY07) financial results. The total available
capacity reaching 36,949MW in 2007 reflected a growth of 6.1% over the prior year, while
the peak load (2007) in the Kingdom reached as high as 34,953MW. Keeping up with
the growing demand of electricity, the company’s actual generation capacity increased
by 7.6% reaching 32,603MW in 2007, while the generation capacity of purchased power
(2007) stood at 4,346MW showing an annual decline of 3.7% over the last year.
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Chart 2: Kingdom’s Power Generation Details
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The company’s operating revenue posted a 3 year CAGR (2004-07) of 6.1% and an
annual growth of 6.5% (from SR19.7bn in 2006 to SR20.9bn in 2007). The operating
revenue is generated from three main segments namely electricity sales, meter reading
& maintenance & bill preparation tariff, and electrical service connection tariff. The
electricity sales showing an increase (YoY) of 6.4% had highest proportion of 92.8%
to the company’s total operating revenues (2007). This was followed by the revenue
contributions of 3.8% & 3.4%, respectively from electrical service connection tariff, and
meter reading & maintenance & bill preparation tariff, which also recorded a (YoY) rise
of 11.1% and 2.1%, respectively.

Chart 3: Segmental Revenue
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Although cost of sales mainly driven by fuel, operations & maintenance expenses rose (YoY)
by 5.8% (from SR18.3bn in 2006 to SR19.4bn in 2007), accompanied by the improved
revenue performance resulted in rising gross profits. The progress in cost of sales control
is also indicated by the reduction in cost of sales to total revenue ratio from 93.2% in 2006
t0 92.7% in 2007. Overall SEC’s better control over its cost of sales led to an encouraging
(YoY) increase in gross profit by 15.1% (from SR1.3bn in 2006 to SR1.5bn in 2007).
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Table 02: Cost of Sales & Gross Profit

(SR mn) 2005 2006 2007 (Growth 2006-07)
Total Operating Revenues 18,761.3 19,706.7  20,979.5 6.5%
Cost of Sales (17,116.0) (18,369.2) (19,440.5) 5.8%
% of revenue 91.2% 93.2% 92.7% -0.6%
Gross Profit 1,645.3 1,337.4 1,538.9 15.1%

Source: SEC Financial Reports & Global Research

The other income and expenses include gain on disposal of fixed assets, share in net income
of investee companies, sales of tender documents, penalties, fees for reconnection and
other miscellaneous items. Gain on disposal of fixed assets had the highest contribution
of 38% to the total other income & expenses, while it was followed by penalties having a
share of 31.9%.

An increase in the share of net income of investee companies was due to the company’s
participation (31.6% shareholding) in the capital of the Gulf Cooperation Council
Interconnection Authority (GCCIA). This project will link the power networks of the
six GCC states, thus enhancing the electricity transmission and distribution between the
member countries.

An increase in total operating revenues (FY06) by 5.0% as compared to rise in cost of sales
by 7.3%, subdued the gross profit margins. The company was successful in performing
better in FY07, posting an increase in total operating revenue by 6.5% whereas as cost of
sales rose by 5.8%; leading to (FY07) gross profit margin ratio of 7.3%. The improved
results translated well into the bottom line profitability showing a rise in net profit margin
from 7.2% in 2006 to 7.4% in 2007. The net income (FY07) increase of 9.8% also led to
higher ROAE of 3.3% while ROAA remained at 1.2%.

Table 03: Profitability Ratios

2005 2006 2007

Gross Profit Margin 8.8% 6.8% 7.3%
Net Profit Margin 7.9% 7.2% 7.4%
Return on Average Assets 1.3% 1.2% 1.2%
Return on Average Equity 3.2% 3.0% 3.3%

Source: SEC Financial Reports & Global Research

Balance sheet

SEC’s asset base recorded a 3 year CAGR (2004-07) of 7.7% with an annual growth
(FYO07) of 7.3%. The company’s business being capital intensive has (FY07) net fixed
assets of SR87.6bn comprising a major part of the total assets of SR136.5bn. The net fixed
assets over the last four years have always constituted more than 63% of the company’s
total assets. The net fixed assets contribution to the total assets increased from 63.4% in
2006 to 64.2% in 2007, as the company continued with a number of projects in power
generation, transmission and distribution.

The current assets (SR27.3bn) composing 20.0% of the total assets remained dominated
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by receivables from electricity consumers & accrued revenue (SR13.4bn) having a share
of 9.8% of the total assets. The inventories with proportion of 4.8% of the total assets,
consisted of materials, supplies, fuel and oil stocks.

Linked to the company’s fixed assets, the construction work in progress figure (FY07)
of SR15.0bn also had a significant share of 11.0% of the total assets. An increase of
122% in the equity investments in companies & others was mainly due to the company’s
enhanced participation in the capital of the Gulf Cooperation Council Interconnection
Authority (GCCIA) reaching to an amount of SR1.4bn. Besides, GCCIA, the company
also has investments in Water Electricity Company and Rass All Zoor Water & Electricity
Company of SR10.9mn and 1.0mn, respectively.

Table 04: Balance Sheet Highlights

(SR mn) 2004 2005 2006 2007
Cash & cash equivalents 1,185.9 1,007.9 4,200.7 5,589.3
% total 1.1% 0.9% 3.3% 4.1%
% increase -15.0% 316.8% 33.1%
Receivables from electricity consumers & 19,349.2  22,750.1 10,541.4 13,424.7
accrued revenue, net

% total 17.7% 19.4% 8.3% 9.8%
% increase 9.2% -57.2% 18.7%
Net fixed assets 74,489.0 75,521.2 80,6422  87,654.7
% total 68.2% 64.2% 63.4% 64.2%
% increase 1.4% 6.8% 8.7%
Total Assets 109,206.3 117,562.9 127,208.3 136,510.2
Accounts payable 27,804.6  32,114.6 25,348.9 32,201.9
% total 25.5% 27.3% 19.9% 23.6%
% increase 15.5% -21.1% 27.0%
Long-term loans 4,831.2 7,349 4 9,015 4 3,846.1
% total 4.4% 6.3% 7.1% 2.8%
% increase 52.1% 22.7% -57.3%
Total Shareholders’ Equity 453224  46,262.3 47,128.9  48,134.4
% total 41.5% 39.4% 37.0% 35.3%
% increase 2.1% 1.9% 2.1%
Total Liabilities & Shareholders’ Equity 109,206.3 117,562.9 127,208.3 136,510.2

Source: SEC Financial Reports & Global Research

The liability structure of the company mainly constituted of accounts payable, long-term
government payables and government loan. The increase of 27.0% in account payables
(SR32.2bn) that constitute 36.4% of total liabilities (FY07) was largely because of the
dues related to the fuel cost. The account payables of amount SR13.2bn to Saudi Aramco
for the fuel cost were reclassified from current liabilities to non-current liabilities (long-
term government payable) after the company’s liability to Saudi Aramco was transferred
to the Ministry of Finance, in accordance with the agreement between the Ministry of
Finance and the Ministry of Petroleum and Mineral Resources.

6
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- The government loan of SR14.9bn is based on the net difference payable to the government
by the company and is an interest free subordinated long-term loan with a grace period
of twenty five years starting from the date of the incorporation of the company. During
Jul -07, the company also issued a Sukuk for SR5bn having maturity in year 2027.
The deferred revenue, a significant liability component, showing (FY07) rise of 9.9%
represents the recording of electrical service connection tariff received from customers.

Chart 4: Composition of Total Liabilities & Shareholders Equity - 2007

Total Current Liabilities m Long-term debt
Other longr-term liabilities m Total Shareholder’s Equity

Source: SEC Financial Reports & Global Research

- The shareholders’ equity contribution to the total assets stood at 35.3%. The shareholders’
equity strengthened over the years posting a 3 year CAGR (2004-07) of 2.0% closing
at SR48.1bn in 2007. Although the company has considerable cash balances that have
to cater for its working capital requirements, in the absence of fresh equity injection,
the company may have to raise significant funding to support its active future capital
expenditure plans.
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Analysis of Financial Performance —1HO08

- Based on 1HO8 results, SEC’s revenue growth of 5.9% coupled with the major dampener
of cost of sales increase of 13.0% resulted in subdued net income figure. The net income
showed a significant decline of 97.4% (from SR380.2mn in 1HO7 to SR10.0mn in 1HOS).

- The company posted top-line growth of 5.9% (from SR9.3bn in 1HO07 to SR9.9bn in
1HO08). However, the improved revenue was significantly muted by (YoY) increase in
1Q08 & 2QO08 cost of sales by 15.1% & 11.3%, respectively; leading to 1HO08 rise of
13.0% in cost of sales.

- The gross profit indicated the pressure recording a decline of 6.5% (from SR3.4bn in
1HO7 to SR3.1bn in 1HO8). Although 2Q08 operating expenses showed a marginal (YoY)
rise of 0.3%, the 1Q08 rise in expense by 10.5% resulted in an increase of 5.1% in total
operating expenses (from SR3.2bn in 1HO7 to SR3.3bn in 1HO8).

- Opverall the bottom line results were further aggravated by the rise in operating expenses.
The 1Q08 decline (YoY) by 77.6% coupled with 2Q08 annual decrease of 4.1%, led to a
significant (YoY) decline of 97.4% in 1HO8. The lacklustre net income results also led to
a significant drop in EPS (based on 4,166mn shares) from SR0.091 in 1H07 to SR0.002 in
1HO08. We expect a drop in FY08 earnings, unless some earning surprise provides support.

Table 05: Key Income Statement Data

(SR mn) 1HO07 1HO08 YoY growth
Sales 9,399.3 9,958.5 5.9%
Cost of Sales 5,983.0 6,763.0 13.0%
% of revenue 63.7% 67.9%

Gross Profit 3,416.3 3,195.5 -6.5%
Total Operating Expenses 3,224.6 3,388.8 5.1%
Net Income 380.2 10.0 -97.4%

Source: SEC Financial Reports, Tadawul, & Global Research

- Although SEC showed YTD total assets growth of 0.8% (from SR136.7bn in FY07 to
SR137.8bn in 1HO8), on YoY it posted a rise of 5.3%. Fixed assets constituting 79.0%
of the total assets recorded YTD and YoY increase of 6.0% & 31.3%, respectively, while
the non-current laibilities composing 28.4% of total assets showed YTD and YoY rise
of 1.4% & 1.5%, respectively. The shareholders’ equity posted YTD drop of 1.0% but on
YoY basis incresed by 1.4%.

Table 06: Key Balance Sheet Data

(SR mn) 1HO7 FY07 1HO8 YoY YTD

growth growth
Current Assets 17,1547 20,9105 19,167.8 11.7% -8.3%
Fixed Assets 82,957.8 102,745.1 108,922.9 313% 6.0%
Total Assets 130,924.4 136,724.7 137,845.7 53% 0.8%
Current Liabilities 30,441.6 35,0319 36,113.1 18.6% 3.1%
Non -Current Liabilities 38,613.1 38,661.8 39,198.1 1.5% 1.4%
Shareholders’ Equity 46,931.7 48,0929 475964 1.4% -1.0%

Total Liabilities & Shareholders’ Equity 130,924.4 136,724.7 137,845.7 53% 0.8%

Source: SEC Financial Reports, Tadawul, & Global Research
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Outlook & Valuation

- SEC revenues are cyclical, affected by seasonal weather changes during the year. The
company’s revenues are lower during the winter months so the first and last quarter
financial results do not reflect the accurate picture for the full year results. The summer
months witnessing soaring heat, lead to increased energy consumption and resultantly
higher revenues for the company. On the contrary, lower energy consumption in winter
results in subdued revenues.

- The company with 4.6% growth in customers (totaling to more than 5.1mn customers),
has electrified 10,953 settlements with total distribution networks length of 329,734 ckm
across the Kingdom. A heightened infrastructure investments activity in Saudi Arabia
(spurred by petrodollars), improving quality of life standards on the back of record high
oil prices, favorable demographics are some of the important factors that are expected to
generate higher energy consumption demand.

- The increasing power demand in the Kingdom led to a maximum load of 34,000MW in
2007, while based on the present and anticipated growth the maximum load is expected
to reach 62,000MW by 2017. On this basis, there is clear gap to add on further around
30,000MW in the next decade. The company is fast gearing itself to successfully manage
the growing energy need in the Kingdom and fully optimize on the rapidly surfacing
opportunities in the sector. The company has already approved the 2009-2013 Operating
Plan. The costs over this planned period are estimated to be SR42.3bn for generation
projects, SR38bn for transmission projects and SR 10bn for distribution projects.

- SEC’s quasi-monopolistic position in electricity generation, transmission and distribution
in the Kingdom, provides it with an attractive growth opportunities. Considering the
privatization scenario that will augment efficiency levels, in reciprocation SEC could play
a key role in providing invaluable expertise and experience of the Kingdom’s electricity
sector.

- Based on the current market price of SR11.5 (as on Jul 28, 2008), SEC is trading at
(2008E) P/E and P/BV multiples of 34.0x and 1.0x, respectively.

Table 07: Valuation Summary

Valuation Methods Price (SR) Weight  Weighted

Value (SR)
DCF Method 10.0 80% 8.0
Peer Group Valuation Method 20.5 20% 4.1
Estimated Fair Value SEC per share 12.1

Source: Global Research

- Our fair value for SEC is estimated to be SR12.1 per share, based on DCF (80%) and
peer group valuation (20%). According to our fair value the stock is 5.6% higher than the
current market price of SR11.5 (as on Jul 28, 2008). Therefore, we revise on our earlier
recommendation of “Buy” to “Hold” on the stock with a medium term perspective.

Saudi Electricity Company 9



Global Investment House

Global Research - Saudi Arabia

TOT'#86°9LT  TLL'608°LOT HIS'SOI'6ST  8F9°6SL'LVI  OITOISOET  S9T'80TLTT  0S8°TIS‘LIT Aynbyg s 1ap[oyaaeys 2p sapIIqery [ejo],
LEO6THTS  SEPOSI‘TS  ISF'LIO0S  1TH°966°8y  €OFPVEL'8Y  698°8TILF  9E€€°T9T9F Aymby s1apjoyaaeys g0,
LT6989°8 €15°965°L 9L£°979°9 LYETIL'S 60S°1+0°S 6S0°T61Y 796°L9Y € s3uruIed paureloy
81H°TES 81H°TES 81+°T€S 81+°T€S 81+°CES €95°1€S 015°0€S QAIISAI [BIDUAD)
YSLIEPS T 695 19€°1 6VLTOI'] 81L°6€0°1 865768 60€°6€L 9T6°L6S 9AI19501 A10)N)E)S
8€6°699° T 8€6°S99°TH  8€6°S99°TF  8€6°S99°TH  8€6°S99°TY  8€6°S99°TY  8€6°S99°TH [eydes areys
9L9IPS'SO  0TETTO99  LEL'BISTY9  PBLGTLLS  980°00LCS  €LT°6EL'TS  vH6'LIOLE SADIIQEIT JUdLIN)-UON [B)0],
090°8€6'FT  090°8€6'YT  090°8E6 YT 090°8€6'FT  090°8€6'T  090°8E€6 T 090°8€6°F1 UPO[ JUSWIUISAOD)
1€0°T6T1T  89L°80T0T  6EEH9I°61  LOI'€6E8T  S6T°0T991  S8I06¥'ST  684°0ELpI sanI[Iqer] widy Suo|
IL6°STO9T  6L8°6LS'LT  STLOLY'ST  #00°€OITT  8I1°9¥8°8 SIF'S10°6 S6E°6YEL (Ing -[our) SFUIMOIIO WIS} FUO]
€I9°G6T'ET  €I19°S6T°El  €19°66T°€l  €I9°66T'€1  €19°66T°€l  €19°66T°€l - so[qeAed JUSWUUIIAOT WLIS}-3UO0]
88E°CI0°6S  TIOIE90S  96T°6ITOF  E€HY'E€E0‘Ty  T99°SLObE  €TIOPELT  OLS'T8TPE SIDIIQEIT JULIN)) [B)0],
9L0°6£9 €LT°866 €TEL66 S8EV86 00€°6L6 PITTPL 166 sueo[ wid}-3uof Jo uoniod judrn)
8L9°GEL] 6TH0TL 1 6ELSILT Pr1°819°1 881 V61 1 0€1°0SC°1 00L9LI‘T sa[qeAed 1910 pue S[ENIIY
G€9°8€9°9S  TIETI6 LY  YET90S'Sy  +I60EH'8E  €L8°10TTE  6L88YEST  SPOPIITE s[qeked sjunodoy
T0TV86°9LT  TLL°608°LOT  HIS'SOI‘6ST  8F9°GSLLVI  OIT'OISOET  S9T'80TLII  0S8°TIS'LIT S)ISSY €30,
8STILISIT  LI06EP601  LPBILECOI  €HTTHF96  069°VS9°L8  SETTHI08  TOEITITS'SL S)asse Pax1y JON
90L°80¥°61  t66°LYL'8T  ObF ESSSI TILTPSLT  6TS0SO'ST  LOLYLYET  I¥TTICEl ssaigoxd ur uononnsuo)
6°599°€¢ €SL°TE6°T 081°6£S°C €6€°681°C S65°659°1 €90°8tL 6£9°6€£¢€ SI9Y30 29 SATURWOD UI SHUSUISIAUT Kby
- - - - 000°SZ8t 000°STI°T1 - SIOWINSUOD 565020 WOIJ SO[qRAIINY
SGI‘8EL'BE  900°069°9€  9FOIHIPE  T0E'S8T'IE  96£0TELT  09T°8IOIT  8LL06HST $)3SSY JUILIN)) [BIO],
TESYLS'T T18°L18°T T6T8¢8°1 9IS 16L°1 TLT6ILT LTT08S°T 801°8L0°1 SO[QBAISIAI IYJ0 pue sjuswAedard
679°06T°CL  9PSEEH IT  SHP'STSOT  990°+H9°8 802859 €L6°S69 €0P¥S9°¢ SOLIOJUAAU]
€8L°GIL8T  86V'L69°LT  €L6°6S9°9T  8SSOEI'ST  9ELPTHEl 16€°1¥S°01 1S0°0SL°CT 10U “ONUIASI PANIIIE 79 SIOWNSUOD AJOLIOS[ WIOL) SI[BAISINY
1ST°LS8°S ISTIPL'S LEELIOS 191°61L°S Y0€°685°S 699°00C° Y 916°L00°T syuo[eAInba yses 2 yse)
(@ 1102 (@ o107 (@ 6007 (a) 8007 (V) L00Z (V) 9002 (V) s00z (000. 4S)

Auedw o) APLYIIY Ipnes

LHAHS HONVIVYE

Saudi Electricity Company

10



Global Investment House

Global Research - Saudi Arabia

L76989°8 £1S°96S°L 9L£°979° LYETILS 60S°1#0°S 6S0°T61Y 796°L9Y°E sSuruaey poure)dy Jo dueeg Suiso))
(LST'8YS) (LST'8YS) (LST'8YS) (LST'8YS) (@TsT'LyS) (@TsTLYS) (TSTLYS) SPUApIAIQ
(066) (686) (686) (886) (006) (001°1) (000°1) UONRIOUNWIY SI10J03II(
(s81°T81) (0z8°891) (1€0°LST) (ozrivn) (68T°5ST) (€8€°1H1D) (YOE'8Y1) OAIOSY 85977 03 I,
9p8°178°1 Y07°889°1 SOE°0LST 0T TP 1 168TSS‘T TE8CIP'1 AORT Al 1eak ay) 10 J1J0Id 1N
sjuouysnipy
€1S°96S°L 9L£°979° LYETIL'S 60S°TH0°S 6S0°T6TY 796°L9V'E 9.+'189C s3uruae] poure)oy jo duepeq SurudadQ
:3unoddy uoneridoaddy 194
oF8°178°1 $07°889°1 SOE0LS T 0TI L 168°7SS 1 TESEIP’L H0°E8Y 1 dwodu] JIN
(z€9°8h) ($90°st) (816°1H) (TL9°LE) (LLY"OY) - (810°¢h) yesez
8LV 0LST 69T°€ELT €TTTINT VLS 8PP 1 895°€65°T TESEIPT 0909751 JexeZ 010J0q SWOU]
€8S°€1S 9€9°50S $50°20S LOT 9% 86L°8EE 8ST°6ST 106°99¢C 10U ‘sasuadxd 29 dwodUr YO
S68°9S€°T €€9°LTTL 89T°0TI°I LILS86 OLLYSTT YLSPSTT 6ST°6STI dwodu] uperddQ
(206°8¥¢) (€TL°6T9) (€1t°01¢) (18+°967) (€L1°¥8T) (L8°T81) (€L1°98¢) sasuadxo UONENSIUNUPE 29 [IOUID
86L°SOLT 9S€°€SS‘T 18S0TH 1 8YT T8I €76°8€S‘T 8PP LEET TEESHI'T Jjo.a g SsoID
(6c0cee8)  (€eT0T8L)  (€LTTPEL)  (€85°6L8°9)  (9€S°T1L€9)  (6L1°690°9)  (bH6°€T9°S) uoneroarde(
(958°800°LT)  (S€T9L8ST)  (809°€T0°ST)  (LLORTT'YT) (£L6890°€T)  (0£0°v0€°CT)  (€10°T6H°TT) S3[ES JO 150D
T69°9V0°LT  PIS'6VT'ST  TIP98L'ET  LOG'SLETT  ISP6L6°0T  LS990L°6T  68TTILST SINUAAYY SunesddQ [0,
YLL Y80 T LOS'ETOT 6L9°TE6 991pL8 TE1°€6L T8LEIL 9ZE 1LY JF1IE} UOTIORUUOD SDTAISS [BILIOJH
61688 LT6 PP 769408 YLE99IL ¥66°TTL L66°LOL TLE099 J3urey woneredaxd [[1q 2p eouBUS UTEW 79 SUIPLAI ISR
0L6°8L0ST  060°T6€°€T  160°6¥0°TC  89€°SEL0T  LTE€IY'61  8LYV8T'8T  T16S6THLI soes AJo1nod[y
(@ 1102 (@ o107 (@ 6007 (@) 8007 (V) L00T (V) 9002 (V) s00z (000. AS)
Kuedwio) APLNII[Y Ipnes
INHNHLV.LS HINODNI

Saudi Electricity Company



Global Investment House

Global Research - Saudi Arabia

Yr1°9€TT (5€8°680°7)  (F06°TT9F)  (bbS'E8T)  69LVIS‘T S69°LOLT OTI°TLS D MO yseD 9uq
1ST°LSS‘S ISTTPL'S LEELTYS T9T°61L'S P0OE 68S‘S 699°00%°y 916°L00°T PUd JE 4sed PN
ISTIPL'S LEELINS 191°61L°S $0€°685°S 699°00C° Y 916°L00°1 GL8'G8IT BuruuIgaq e ysed N
001911 Y18°€TI (#T8°101) LSS°6TI1 $€9°88¢°1 €SL°T61°E (6S6°LLT) ysed ut 95ueyd JON
(IS8°80V°'T)  979°S8ST 109°ThS‘y S6£°9Th'E (9v6°s7S) 189v68 8ELOP9‘T Sunueuly woxy 4D
979%¢ 86589 6€L°€9 ¥0TT9 - - - sysodop Jownsuo)
$88°LE0T 781556 09%°9%9 LLY 0S9T - - - QWOOUT PALIOJOP U JUSWOAOIA]
(S01°€T6'1)  $OT1°011°C 65S9°08€ Y 1L6°19T°C 68889 TI6 1] 1LS09€°C Sueo] *1A03 %9 SWLId) Fuo[ ur (-09(])/-ou]
(LST'8YS) (LST'8YS) (LST'8YS) (LST'8YS) (5€869) (1€T°129) (LLg€19) pred spuspial(q

- - - - - - (95+°007) S}RIPIOAO SuBg
(690°7LT'ST)  (0LT°98TFT)  (bLTWTI'SD (9LO°6LL'8T) (€TTIES'ST) (8LIYTOTD) (TSHHTSID) SunsaAuy woy )
91T %91 ¥99°TLT ¥S8°061 9¢7°681 080°L¥T 0€L°€S SPST9 $19sSE Pax1 JO [esOdSIp WO SPaadoId
(881°¢€L) (€L5°€6€) (88L°6%) (86L°678) (881°006) (€29°601) (L85TST) SJUSUNSIAUT Wolf spaadoxd (103 sjuswiked) JoN
966°1¢ L6SLT 99T°LT €08°91 - - - SJUSUIISIAUT WLIA}-SUO] WO} SWOdU]

(266 vTL Y1) (LS6°T80°PT)  (909T8T'ST)  (81€°6ST8D)  (STI'SLL'YT)  (S8T899°TT)  (OTHHEETD) $501501d-UT-UOT)ONISUOD 29 S)OSSE PIAXT]
070°L6L°OT  8SHPI8IL  8F8'6LFOI  8ES‘T8Y'ST  pO8'SHHLLI  0STTIEFI  SSL'669°6 SuneaadQ woiy 4D PN
(066) (636) (636) (886) - - - $30J SI0)OAII(T JO JudtuAeqd
0T0°86L9T  LPP'STS'TT  LESOSPOI  9TSESP'ST  POSSHP'LT  0STTIEPT  SSL'669°6 SuperdQ B0,
6vTST 069 S65°L6 969°¢T1 ¥9€°0ST 9€°LY (90€°81T1) sa[qeded 10u30 pue s[en1ooe (99p) /ouf
YTE9ITL S LLO9OV' Y 0TESLO'S 1406229 ¥66°758°9 ¥¥8°67S 9 T6€°SOLY s[qeAed sjunoooe ur (99p) /ou]
(691°888) (8€0°1¥6) (S19°6¥6°T)  (6£T°181°7)  (IS€628°T)  (885610°T)  (869°68) SOLIOJUdAUT U (our) / 90
(12L99) 08+°0C (SLL9Y) (rzL) (Sv0°6€T) (zrr'e0s) 1,8°098 sa[qearaoar 1ayj0 pue sjuswAedord ur (our) ooq
(L80°0ST°T)  (€08°T1T'D)  (ISHVILT)  856°69T°€ 1S6°ThEE 699°658 (T¥T'905°¢) SO[qATIOOAI UT (*dUT) /29T
965°9Y9°9 LOV'8LTT Y6071 TLT69€°L CI6°18F°8 SP8E16S LT0°TSST [ende) Sunjiopg
- - - - 861°56 S8Y°IS 0£0°06 spisodop woiy spesdord joN

- - - - €I8°0v0°1 LIS 9LS SI0°LLE J31Ie) UOT}OOUUOD ‘SIOIAIAS JO PUY
€5L°0T 0S9°0¢C €€0°19 1€1°09 9LLYE PreIEl 98081 SJJOURQ SIDIAIIS JO PUd $92K0[dWs 10§ UOISIA0I]
O11%91) #99°1L1) (#$8°061) (9€Z°681) (8LL°8TT) (€€1°5¢) (grregs) 13U - s)38S€ PAXIY JO [esodsIp uo ssof (uren)
6€0°TEE’S €E€T0TSL CLTTYEL £85°6L89 9¢$TLE 6L1°590°9 Yr6°€T9°s uoneraidaq
(966°12) (L6S°LT) (99Z°LT) (€08°91) (FreTn) 661°1 TIL SJUSUIISIAUT WIS} FUOT WO SUWOdU]
980°T€ 9¢6°C¢ LET'89 L8TYTI (06L°59) (¢86°12) - AI0JUSAUT SUTAOWI MO[S JOF SOUBMO[[Y
TO8°IET 8LT VLI 910°581 (018°0S1) 685 VL ¥19°6T¢ T20bP1 SO[qRAIOORT [F)qNOP JOF SOUBMO[[Y
981781 Y0T°889°1 SOE0LST €0TT1H1 168°TSS‘T TESEIP1 TH0'E8H 1 1o1d N
CIYISTOl  OVO'LYS6 €VL‘810°6 SSEPILS 168°€96°8 SOv‘80v°8 8ELLYS L saNIANIY 3uneaddQ
(@ 1107 @ o107 (@ 6007 (@) 8007 (V) L00Z (V) 9002 (V) s00z (000. AS)

Auedwio) £PLYII[Y Ipnes

INHIWALV.LS AMO'TA HSVD

Saudi Electricity Company

12



Global Research - Saudi Arabia

Global Investment House

RATIOS
Saudi Electricity Company

2005 (A) 2006 (A) 2007 (A) 2008 (E) 2009 (E) 2010 (E) 2011 (E)
LIQUIDITY RATIOS
- Current Ratio 0.8 0.8 0.8 0.8 0.7 0.7 0.7
- Quick Ratio 0.7 0.6 0.6 0.6 0.5 0.5 0.4
- Inventory Stock (days) 77 83 106 132 156 169 171
- Receivables Outstanding (days) 410 308 209 233 244 248 246
- Payables outstanding (days) 639 571 540 611 669 704 753
PROFITABILITY
- Gross Profit Margin 8.8% 6.8% 7.3% 5.7% 6.0% 6.2% 6.3%
- Operating Profit Margin 6.7% 5.9% 6.0% 4.4% 4.7% 4.9% 5.0%
- Net Profit Margin 7.9% 7.2% 7.4% 6.3% 6.6% 6.7% 6.7%
- Return on Average Assets 1.3% 1.2% 1.2% 1.0% 1.0% 1.0% 1.1%
- Return on Average Equity 3.2% 3.0% 3.3% 2.9% 3.2% 3.3% 3.5%
TURNOVER RATIOS
- Inventory Turnover 4.74 4.40 3.45 2.77 2.33 2.16 2.14
- Debtors Turnover 0.89 1.18 1.75 1.57 1.50 1.47 1.49
- Creditors Turnover 0.57 0.64 0.68 0.60 0.55 0.52 0.48
LEVERAGE RATIOS
- Current Liability/Equity 0.7 0.6 0.7 0.8 0.9 1.0 1.1
- Capital Expenditure Ratio 0.7 0.7 0.6 0.4 0.6 0.7 0.7
- Long term Debt/Equity 0.5 0.8 0.8 0.8 0.9 0.9 0.8
GROWTH RATIOS
- Asset Growth 7.7% 8.2% 7.3% 8.2% 7.7% 5.5% 5.5%
- Equity Growth 2.1% 1.9% 2.1% 1.8% 2.1% 2.3% 2.5%
- Operating Revenue Growth 6.7% 5.0% 6.5% 6.7% 6.3% 6.2% 7.1%
- Gross Profit Growth 12.6% -18.7% 15.1% -16.7% 10.8% 9.3% 9.8%
- Operating Income Growth 25.5% -8.3% 8.7% -21.4% 12.6% 10.6% 10.5%
- Net Income Growth 14.1% -4.7% 9.8% -9.1% 11.3% 7.5% 7.9%
RATIOS USED FOR
VALUATION
- Number of Shares 4,166,594 4,166,594 4,166,594 4,166,594 4,166,594 4,166,594 4,166,594

Outstanding (‘000s)

- EPS (SR) 0.36 0.34 0.37 0.34 0.38 0.41 0.44
- Book Value Per Share (SR) 11.1 11.3 11.6 11.8 12.0 12.3 12.6
- Market Price Year End (SR) 29.1 13.0 14.8 11.5 11.5 11.5 11.5
- Market Cap (SR mn) 121,247.9 54,165.7 61,4573 47,9158 479158 47,9158 47,9158
- P/E (x) 81.8 383 39.6 34.0 30.5 28.4 26.3
-P/BV (x) 2.6 1.1 1.3 1.0 1.0 0.9 0.9

*Historical P/E & P/BV multiples pertain to respective year-end prices, while those for future years are based on market price in
the Saudi Stock Exchange as on Jul 28, 2008.
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The following is a comprehensive list of disclosures which may or may not apply to all our researches.
Only the relevant disclosures which apply to this particular research has been mentioned in the table
below under the heading of disclosure.

Disclosure Checklist

Company Recommendation Ticker Price Disclosure
Saudi Electricity HOLD SECO AB (Bloomberg) ~ SR11.5 1,10
Company 5110.SE (Reuters)

1. Global Investment House did not receive and will not receive any compensation from the company
or anyone else for the preparation of this report.

2. The company being researched holds more than 5% stake in Global Investment House.

3. Global Investment House makes a market in securities issued by this company.

4. Global Investment House acts as a corporate broker or sponsor to this company.

5. The author of or an individual who assisted in the preparation of this report (or a member of his/her
household) has a direct ownership position in securities issued by this company.

6. An employee of Global Investment House serves on the board of directors of this company.

7. Within the past year , Global Investment House has managed or co-managed a public offering for
this company, for which it received fees.

8. Global Investment House has received compensation from this company for the provision of
investment banking or financial advisory services within the past year.

9. Global Investment House expects to receive or intends to seek compensation for investment banking
services from this company in the next three month.

10. Please see special footnote below for other relevant disclosures.

Global Research: Equity Ratings Definitions

Global Rating Definition

Buy Fair value of the stock is >10% from the current market price

Hold Fair value of the stock is between +10% and -10% from the current market price
Reduce Fair value of the stock is between -10% and -20% from the current market price
Sell Fair value of the stock is <-20% from the current market price

This material was produced by Global Investment House KSCC (‘Global’),a firm regulated by the Central
Bank of Kuwait. This document is not to be used or considered as an offer to sell or a solicitation of an offer
to buy any securities. Global may, from time to time,to the extent permitted by law, participate or invest in
other financing transactions with the issuers of the securities (‘securities’), perform services for or solicit
business from such issuer, and/or have a position or effect transactions in the securities or options thereof.
Global may, to the extent permitted by applicable Kuwaiti law or other applicable laws or regulations, effect
transactions in the securities before this material is published to recipients.

Information and opinions contained herein have been compiled or arrived by Global from sources believed
to be reliable, but Global has not independently verified the contents of this document. Accordingly, no
representation or warranty, express or implied, is made as to and no reliance should be placed on the
fairness, accuracy, completeness or correctness of the information and opinions contained in this document.
Global accepts no liability for any loss arising from the use of this document or its contents or otherwise
arising in connection therewith. This document is not to be relied upon or used in substitution for the exercise
of independent judgement. Global shall have no responsibility or liability whatsoever in respect of any
inaccuracy in or ommission from this or any other document prepared by Global for, or sent by Global to
any person and any such person shall be responsible for conducting his own investigation and analysis of the
information contained or referred to in this document and of evaluating the merits and risks involved in the
securities forming the subject matter of this or other such document.

Opinions and estimates constitute our judgment and are subject to change without prior notice.Past
performance is not indicative of future results. This document does not constitute an offer or invitation to
subscribe for or purchase any securities, and neither this document nor anything contained herein shall form
the basis of any contract or commitment whatsoever. It is being furnished to you solely for your information
and may not be reproduced or redistributed to any other person.

Neither this report nor any copy hereof may be distributed in any jurisdiction outside Kuwait where its
distribution may be restricted by law. Persons who receive this report should make themselves aware of and
adhere to any such restrictions. By accepting this report you agree to be bound by the foregoing limitations.
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