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Abu Dhabi National Energy Co. PJSC 

Key Investment View 
 

  

Rating: BUY 

Initiating Coverage 

Sector: Energy 

  

Recommendation 

Current Price (15-Jan-20) 0.48 

Target Price 0.93 

Upside (%) +94.5% 

 

Stock Information 

Market Cap (AED, mm) 2,729.84 

Paid Up Capital (AED, mm) 6,066.00 

52-Week High (AED) 1.00 

52-Week Low (AED) 0.40 

3M Avg. daily value (AED, mm) 0.61 

 
 

Financial Ratios 

Dividend Yield (12m) 0.00 

Dividend Pay-out (%) 0.00 

Price-Earnings Ratio (x) 16.94 

Price-to-Book Ratio (x) 0.69 

Book Value (AED per share) 0.66 

Return-on Equity (%) 3.90 

Earnings Per Share (AED) 0.03 

Beta 0.78 
 

Stock Performance 

5 Days -2.17% 

1 Months -21.74% 

3 Months -29.69% 

6 Months -41.48% 

1 Year -54.95% 

Month to Date (MTD) -13.63% 

Quarter to Date (QTD) -13.63% 

Year to Date (YTD) -13.63% 
 

 2017 2018 2019F 2020F 

P/E 18.33 15.71 7.45 5.75 

P/B 0.95 1.54 0.59 0.54 

EV/EBITDA 8.11 8.05 7.35 7.20 
 

Balanced portfolio and fall in debt to drive valuation 

A well-diversified portfolio with stable revenues 

With a strategically diversified portfolio of energy and utility 

operations, combining balanced investing between value-

generating assets of cyclical and perennial profitability, TAQA’s 

total revenue in 2018 stood at AED17 bn. Spread across four 

continents, the company has an established presence in 

developing markets such as India. The revenue outlook of 

TAQA remains strong, led by a steady rise in power 

consumption on a rising populace, thereby generating steady 

domestic cash flows.  

Steady crude price outlook to support the bottom line  

The current stability in oil prices plays an important role in the 

firm’s recent profitability trend; this is expected to precede a 

positive trend in 2020 due to supply cuts led by OPEC and 

easing trade tensions between the US and China. This is set to 

boost profitability from newly acquired assets like the Atrush 

PSC Block in Kurdistan. 

Stable cash flow to reduce the debt burden   

Recent de-leveraging efforts by TAQA have resulted in an 

efficient reduction in the firm’s debt risk, with total debt 

declining to AED3.1 bn in 9M19 and a forecasted reduction of 

AED9.0 bn in total debt by 2022. This is supported by a stable 

free cash flow generation.      

Falling reserves to affect oil segment 

Declining reserve levels remain a cause for concern for the 

firm due to fewer economically feasible upstream operations, 

especially in Europe. A 6% YoY decline in TAQA’s 2P reserves 

that stood at 388 mmboe in 2018 is accompanied by 

fluctuating levels of reserve replacement (70% in 2017 vs. 

42% in 2018). This implies a risk in operational sustainability 

for its oil and gas business segment.  

Valuation 

We valued TAQA using the DCF and relative approach. We 

assigned a BUY rating to TAQA and a target price of 

AED0.93/share, given its holding of a well-diversified portfolio 

of assets and stable free cash flow generation. The stock is 

currently trading at an attractive 2020 P/BV multiple of 0.54x 

compared with the peer average of 1.29x. However, the 

declining reserves and high leverage remain a major downside 

risk to the stock. 
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1-year trading history and stock data 

Exhibit 1: 1-year trading history and stock data 

 

Source: - Bloomberg 

 

Exhibit 2: Stock Data 

Bloomberg  TAQA UH Equity 

Reuters  TAQA.AD 

Closing market price (AED) on 15 January 2020 0.48 

Market capitalisation (AED mm)  2,729.84 

52-week High/Low (AED)  1.01/0.40 

52-week average daily volume traded (mm shares)  1.18 

52-week average daily value traded (AED mm)  0.62 

Free float (%)  25.95% 

Source: - Bloomberg/Reuters 
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Investment View 

A large and diversified portfolio helps mitigate risk  

TAQA, a global energy and petrochemical company, has operations in 11 countries (including 

the emerging markets) across four continents, with over AED17 bn in revenue as of 2018. The 

company’s portfolio is well-diversified and balanced along the value chain, with assets ranging 

from upstream oil and gas exploration, development, operations, to midstream oil and gas 

transport and storage services as well as downstream power generation and water desalination 

projects. Furthermore, the group’s assets are well-balanced between investments that provide 

long-term committed revenue and investments dependent on commodity prices. Amid a fast-

evolving energy landscape, TAQA’s presence in such a broad array of industry sectors makes 

the company more resilient to cope with the continued oil and gas cyclicality and market 

volatility, while also helping it capture additional value from available resources and providing 

growth opportunities in economies with a growing population.  

Exhibit 3: Geographical presence 

 

Source: - Company Report 

Steady Cash flows from power and water business provide stability 

The company is among the largest desalination companies, with a 54% stake in eight 

independent water and power producers (IWPPs) in Abu Dhabi. In 2018, IWPPs collectively 

produced over 85% of the emirate’s total power consumed and more than 95% of its water 

requirements. As a rising population and growing economy continue to drive peak power 

demand higher (by an average of 8.3% over 2007–17) in Abu Dhabi, the energy demand 

forecast is expected to increase steadily over the next decade, and consumption rates are 

projected to rise by 1.4% each year up to 2035. Consequently, we expect TAQA’s domestic 

business to provide steady cash inflows, providing some stability amid the current adverse 

market conditions. Furthermore, the group owns several modern power assets and operates 

power plants in six other countries, including some fast-growing economies such as Morocco, 

Canada

TAQA-operated and 

non-operated oil and 

gas assets Average 

production: 78,024 

boe/d.

The Netherlands

Two TAQA operated gas storage 

facilities and other operated and non-

operated oil and gas assets. Average 

production: 5,142 boe/d.

Ghana

Operated tri-fuel 

power plant. Power 

capacity:330MW.

Saudi Arabia

Non-operated Jubail gas 

power plant 

(cogeneration facility). 

Power capacity:250MW.

Oman

Non-operated Sohar

Aluminium Smelter. 

Power capacity: 

1,000MW.

Oil and gas

Power

Power and water

United States

Non-operated Red Oak 

natural gas-fired 

combined cycle power 

plant. Power capacity: 

832MW. Non operated 

Lakefield wind farm. 

Power capacity: 

205.5MW.

United Kingdom

TAQA-operated and non-operated 

oil and gas assets. Average 

production: 36,079 boe/d.

India

TAQA-operated 

Lignite power plant. 

Power capacity: 

250MW

United Arab Emirates

Eight non-operated power 

and water plants. Power 

capacity:12,487MW. Water 

capacity: 917 MIGD.

Iraq

TAQA-operated joint 

venture. Entitlement 

production: 3,855 boe/d.

Morocco

TAQA-operated Jorf

Lasfar power plant. 

Power capacity: 

2,056MW.
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India, and Ghana, thereby providing a robust platform of stable cash flows and supporting 

financial stability. 

Exhibit 4: Power and electricity segment revenue (AED, mm) 

 

Source:-FABS estimate 

Stable oil prices support oil and gas segment 

Global oil prices remained steady as economic growth concerns in Europe and Asia were offset 

by supply cuts from OPEC and concerns over further supply disruption due to rising geopolitical 

tensions. Revenue from oil and gas accounted for 31.3% of the total revenue in 2018, 

supported by an increase in crude oil prices. Brent crude oil prices rose to USD71.07 from 

USD44.05 in 2016. Oil prices are expected to improve further in 2020 as the demand-supply 

gap eases on OPEC increasing production cuts, easing trade tensions between the US and China 

and stronger economic growth in the emerging markets. Additionally, an increase in crude oil 

production in Iraq to 6.4 mboe/day in 2019, from 3.9 mboe/day in 2018, is expected to boost 

profitability.  

Exhibit 5: Crude oil production (mboe/day) 

 

Source:-FABS estimate 

Strong liquidity profile with a continued focus on deleveraging  

TAQA continued its deleveraging process in 2019, while strategically balancing debt reduction 

with its capital expenditure requirements. The company had a strong cash balance of AED2.2 bn 

and undrawn credit facilities of AED8.9 bn as of September 2019, after making substantial debt 

repayments (net debt reduction of AED3.0 bn YTD). The company secured an additional 

revolving credit facility of USD3.5 bn in December 2019. Furthermore, Moody’s affirmed an A3 

long-term issuer rating for the company, with a stable outlook, reaffirming its strong liquidity 

profile. This provides a financial cushion to the company in the current deteriorating 

macroeconomic environment. Total debt is estimated to decline to AED48.4 bn by 2024E, 

primarily supported by operating cash flows, with company expectations providing a modest 

average ROCE of 6.8% over 2019–24. 

 11,258.0   11,215.0  
 11,396.0  

 11,536.1   11,554.6  
 11,675.8  

 11,798.9  
 11,901.8   11,960.8  

FY16 FY17 FY18 FY19E FY20E FY21E FY22E FY23E FY24E

 13.4   12.8   13.0   13.9   14.1   14.2   14.3  

 44.9  
 34.5   32.2   33.1   33.4   33.8   33.9  

 -    

 1.8   3.9  
 6.4   6.4   6.5   6.5  

FY16 FY17 FY18 FY19E FY20E FY21E FY22E

North America Europe Iraq



 

 

01/16/2020 6 

Abu Dhabi National Energy Co. PJSC 

Exhibit 6: Debt and Net Debt to Capital 
 

Exhibit 7: Free Cash Flow 

 

 

 

Source:-FABS estimate                                                                                     Source:-FABS estimate 

Abu Dhabi government backing a positive  

The Government of Abu Dhabi has supported TAQA through asset contributions. The 

government has indirect ownership of 74.1% in the company, following an increase in 

shareholding in 2017, and interests in Sohar Aluminium and Massar Solutions. In 2016, the 

company entered into an agreement with the government, wherein the government granted 99-

year leasehold rights over certain plots of land valued at AED18.7 bn in the UAE at a nominal 

amount, with the intention of supporting the company. This partially offset the effect of large 

impairment expenses recorded during the year. The company also stands to benefit in terms of 

support from non-UAE governments, given the Abu Dhabi government’s strong relationships 

with many countries’ governments internationally. The company is uniquely positioned to take 

the best advantage of opportunities in line with the emirate’s public and foreign policies. 

Reserves depletion a cause of concern  

On account of being an energy producer, TAQA exhibits a high degree of dependence in terms 

of profitability on its capacity to augment its reserve base by initiating upstream operations in 

new crude oil wells. With exploration operations currently on the decline (especially in the UK’s 

the North Sea) and a spate of recent uneconomic drilling efforts, as well as subdued crude 

prices, the firm’s reserve base remains in a state of continuous depletion. TAQA’s (2P) proven 

plus probable reserves declined 6.3% to 387.6 mmboe at the end of 2018, compared with 

2017. This was supported by the firm’s net reserve replacement ratio (a ratio of new probable 

and proven reserves added to the existing reserve base), which varied between 15% in 2016 

and 42% in 2018. With declining reserves resulting in the inability to sustain drilling operations, 

TAQA’s immediate course of action is expected to include the active acquisition of assets to 

replenish its existing reserve base, nullifying the effect of downward pressure on oil prices. 

High leverage a key risk 

With a range of diversified businesses, the firm has substantially reduced its exposure to 

individual business and country risks. Due to TAQA being a firm with capital-intensive 

operations, it has generated high levels of debt, with a debt-to-equity ratio of 15.9x and total 

debt levels of AED63.3 bn in 3Q 2019. This has, in turn, resulted in rising interest costs for 

servicing the firm’s debt-driven acquisitions, which have strained its cash flows. However, with 

a quick ratio of 56.7% in 3Q19, the firm is expected to weather any adversity to its de-

leveraging efforts with relatively high levels of liquidity and robust project execution policies.  

The geopolitical risk to impact international operations 

The firm’s efforts to expand operations beyond the UAE have resulted in well-planned electricity 

and water operations across MENA and Asia (53% revenue contribution in 2018) and energy 

 70.4   66.3   63.3   60.3   57.3   54.3  

84%

85%

86%

87%

88%

89%

90%

 -

 20.0

 40.0
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 80.0

FY17 FY18 FY19E FY20E FY21E FY22E
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Net debt to net capital (%) - RHS
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operations across the UK North Sea, the Netherlands, Canada and North Western USA (31% 

revenue contribution in 2018). However, this is the potential cause for business and currency 

risks stemming from the current geopolitical scenario. An imminent example would be the firm’s 

fuel sector’s growing interest in Iraq’s Atrush Block. With a current holding of 47.4%, up 7.5% 

owing to a 2018 transaction with ShaMaran Petroleum, the TAQA-governed PSC block in the 

region is expected to be subjected to fallout from the ongoing destabilisation in the region. 

Valuation 

Valuation methodology 

We have used DCF and relative valuation methods to arrive at our target price for Abu Dhabi 

National Energy Company PJSC (TAQA). In the relative valuation, we have used both 

EV/EBITDA and P/B approaches to value the company. After combining the estimates from two 

valuation models (DCF, Relative Value), we arrive at a fair value estimate for TAQA at AED0.93 

per share. We present below the weightage assigned to each valuation method. 

Fair value estimate  

Model Weight Value per share 

DCF 25% 0.38 

RV – EV/EBITDA 35% 0.21 

RV – P/B 40% 0.34 

Total (AED per share)  0.93 

Source: FABS forecast 

The weightage on DCF and relative valuation is in a 25:75 proportion. We assign a relatively 

lower weightage to DCF, primarily since 2P reserve in the Oil & Gas Segment is declining on a 

yearly basis with the TAQA reserve replacement ratio standing below 100% in the last three 

years. As a result, we estimate the segment reserve won’t last for more than nine years at the 

current production rate. Hence, we believe valuing the company by assigning a higher weight to 

market multiples would give us a fair estimate on the consensus valuation. 
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DCF Valuation 

The key line items to provide a summary of DCF valuation are as follows: 

TAQA 

AED mm 2020F 2021F 2022F 2023F 2024F 

CFO 7,477 7,350 7,172 7,256 5,800 

CFI -1,678 -1,674 -1,649 -1,663 -1,459 

Free Cash Flow 5,800 5,676 5,524 5,593 4,341 

Discount Factor 0.95 0.91 0.87 0.83 0.79 

Discounted Cash Flow 5,536 5,164 4,791 4,625 3,421 

Sum of PV 23,537 
    

WACC 4.9% 4.9% 4.9% 4.9% 4.9% 

Terminal Value 88,520 
    

PV of Terminal Value 69,758 
    

Total EV 93,295 
    

Add: Cash as on 3QFY19 -169  
   

Less: Debt as on 3QFY19 63,286 
    

Less: Minority Interest 3Q19 5,836     

Less: Asset Ret. Obligation 3Q19 14,748     

Total Equity Value 9,256 
    

No. of Share Outstanding (mm) 6,066     

Value per share (AED) 1.53     

Source: FABS forecast 

Our valuation is based on the following assumptions:- 

Overview on Cost of Equity and WACC assumptions  

For the risk-free rate, we have assumed the US 10-year government bond yield of 1.88% (since 

AED is pegged to the USD), adding a country risk premium of 0.75% based on 10-year CDS 

spread of Abu Dhabi. The company’s adjusted beta (weekly returns for the last 5 years) is 1.10, 

and an expected equity market return of 10.5%, both data points have been sourced from 

Bloomberg. Combining all this, our average calculated cost of equity is at 11.2%.  

The pre-tax cost of debt i.e. the average interest cost during the projection period stood at 

5.3%. Assuming a corporate tax of 15.0%, we arrived at a post-tax cost of debt at 4.5%. 

Weight of Equity in the capital structure stood at 5.9% as of 3Q19; resultantly, we arrived at 

the WACC for the forecasting period at 4.9%. 

Relative valuation – EV/EBITDA(x) and P/B(x) approaches 

EV/EBITDA approach 

We deploy the EV/EBITDA model since it allows investors to assess the company irrespective of 

the capital structure.  

For the purpose of arriving at a fair multiple, we have captured peers for the two segments of 

TAQA separately and have applied respective median multiple to the segmental EBITDA. We 

present the key lines to the relative valuation-based model in the following tables: 
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Peers Ticker MCap (USD mm) 
EV/EBITDA 

(2020 F) 

Oil & Gas    

Equinor Asa EQNR NO Equity 66,466 3.1x 

Canadian Natural Resources LTD CNQ CN Equity 38,087 6.3x 

Repsol SA REP SM Equity 24,903 4.3x 

Woodside Petroleum Ltd WPL AU Equity 22,693 6.2x 

Marathon Oil Corp MRO US Equity 10,735 4.8x 

Apache Corp APA US Equity 9,589 5.6x 

Encana Corp ECA CN Equity 6,012 4.0x 

ARC Resources Ltd ARX CN Equity 2,193 4.9x 

Enerplus Corp ERF US Equity 1,567 3.7x 

Just Energy Group Inc JE CN Equity 233 5.7x 

Bonavista Energy CORP BNP CN Equity 122 4.3x 

Pengrowth Energy Corp PGF CN Equity 24 6.8x 

Median multiple   4.8x 

    

TAQA's Oil & Gas EBITDA -2020   2,620 

TAQA’s Oil & Gas EV   12,663 
Source: Bloomberg 

 

Source: Bloomberg 

 

*Equity value arrived after removing debt, cash and other adjustments to EV 

P/BV approach 

We believe that the comparative valuation would be more appropriately reflected through the 

book value multiple, i.e. P/BV as the book value multiple of TAQA reflects various factors such 

as the expected bottom line, growth potential as perceived by the market, earnings 

predictability and the sustainability of revenues, quality of earnings and the quality of 

management among others. 

Peers Ticker MCap (USD mm) 
EV/EBITDA 

(2020 F) 

Power & Water    

Saudi Electricity Company SECO AB Equity 22,458 10.5x 

American Water Works Co., Inc DUK US Equity 65,810 11.0x 

NTPC Ltd. NTPC IN Equity 16,229 8.8x 

Chubu Electric Power Co 9502 JP Equity 10,648 11.2x 

Pennon Group plc PNN LN Equity 5,681 13.9x 

United Utilities Group Plc UU LN Equity 8,594 13.8x 

Duke Energy Corp DUK US Equity 65,526 12.0x 

TransAlta Corp TA CN Equity 2,002 7.7x 

Albioma SA ABIO FP Equity 921 8.6x 

Median multiple   11.0x 

    

TAQA's Power & Water EBITDA -2020   6,821 

TAQA’s  Power & Water  EV   75,035 

TAQA Value Based on EV/EBITDA Multiple (AED, mm) 

Total EV for the firm (1+2) 87,698 

Equity value  3,659 

Target Price (AED per share) 0.60 
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Under each PWPA, the tariff has been structured such that revenue of each UAE generation 

subsidiary is expected to exceed its operating, maintenance and capital expenses by a margin 

intended to allow for debt service and to provide the owners of the plant with an agreed rate of 

return on their investment. The power project agreements are structured in such a way that the 

returns are dependent on the equity invested in a project. Hence, a P/BV approach seems apt to 

value TAQA, predominantly a power sector company. 

Similar to the approach of EV/EBITDA valuation, we have used the same peer set but have 

excluded outliers for accurate judgment. To arrive at the median P/B multiple, the respective 

peer average multiple of each segment has been calculated based on the proportion of 

segmental assets. For instance, the Power segment average peer P/B multiple stands at 1.4x, 

and its share in total assets stood at 69.5%. For arriving at median P/B multiple, we have 

multiplied both the figures to get the power segment share. Similarly, the share of oil and gas is 

added to arrive at the median multiple. For better analysis, we have excluded assets which 

aren’t particular to either of the segment or are of non-operating nature, for instance, land. 

Peers Ticker MCap (USD mm) P/B (2020 F) 

Oil & Gas    

Equinor Asa EQNR NO Equity 66,466 1.6x 

Canadian Natural Resources LTD CNQ CN Equity 38,087 1.4x 

Repsol SA REP SM Equity 24,903 0.7x 

Woodside Petroleum Ltd WPL AU Equity 22,693 1.3x 

Marathon Oil Corp MRO US Equity 10,735 0.9x 

Encana Corp ECA CN Equity 6,012 0.6x 

Median Multiple   1.1x 
Source: Bloomberg 

Source: Bloomberg 

   

 

  

Peers Ticker MCap (USD mm) P/B (2020 F) 

Power & Water    

Saudi Electricity Company SECO AB Equity 22,458 1.1x 

American Water Works Co., Inc DUK US Equity 65,810 3.2x 

NTPC Ltd. NTPC IN Equity 16,229 1.0x 

Chubu Electric Power Co 9502 JP Equity 10,648 0.6x 

Pennon Group plc PNN LN Equity 5,681 2.7x 

Qatar Electricity & Water Co QEWS QD Equity 4,805 1.6x 

United Utilities Group Plc UU LN Equity 8,594 2.0x 

Duke Energy Corp DUK US Equity 65,526 1.4x 

TransAlta Corp TA CN Equity 2,002 1.4x 

Albioma SA ABIO FP Equity 921 1.7x 

Median Multiple   1.4x 

TAQA Value Based on P/B Multiple (AED) 

Median P/B multiple 1.3x 

Book value per share as per 3Q19 0.7 

Target Price (AED per share) 0.84 
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Company background 

TAQA was established in 2005 and is the holding company of a diversified international energy 

group headquartered in the Emirate of Abu Dhabi, United Arab Emirates. The conglomerate 

owns a number of power generation and water desalination plants in the UAE, catering to over 

90% of the Emirates’ electricity and water requirements. Moreover, the group inorganically 

expanded its international footprint during 2006-12 and currently has operations in 11 countries 

across four continents with presence across the energy value chain from upstream oil and gas 

exploration, development and operations to midstream oil and gas transport and storage 

services, as well as power generation and water desalination. 

The company was listed in August 2005 on the Abu Dhabi Securities Exchange, with 25.1% of 

the total shares being Public Owned. The Abu Dhabi government indirectly owns the remaining 

74.1% of the group and is of key strategic importance. The support from the government allows 

the company to effectively mitigate geopolitical, regulatory, and market risks especially in the 

overseas operations.  

Exhibit 8: Shareholding structure 
 

Exhibit 9: Ownership structure (UAE) 

  

 

 

Source: Company Fillings                                                                                   Source: Company Fillings 

Business Segments  

Power and Water: (66.3% of 9M19 revenue, 72.0% of EBITDA)  

This business segment encompasses the construction, acquisition, and operations of power 

generation and water desalination plants across the globe.  

Exhibit 10: Revenue mix (9M19) 
 

Exhibit 11: Geographic mix (9M19) 

  

 

 

Source: Company Fillings                                                                     Source: Company Fillings 
 

 

 

74% 

26% 

ADPC Publicly Owned

TAQA

IWPPs

Owned subsidiaries Effective stake of Taqa- 54%

90% holding

60% holding

82% 

18% 

Power and water generation Fuel revenue

62% 

38% 

UAE Others
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Domestic Market 

In UAE, the company owns a majority interest in eight plants with a gross power generation 

capacity of 12,487 Megawatt (MW) and desalination capacity of 917 million imperial gallons per 

day (MIGD). Based on TAQA’s effective ownership of 54% across these facilities, its interest 

across these facilities stood at 6,743MW and 495MIGD as of December 2018. The company also 

owns the largest reverse osmosis technology water desalination facility in the Middle East with a 

capacity of 30MIGD.  

In Abu Dhabi, the company has signed a Power and Water Purchase Agreements (PWPA) with 

the Emirates Water and Electricity Company (EWEC) for continuous production and supply of 

power and water. On the other hand, the EWEC is bound to supply natural gas to the 

subsidiaries – which is a key input for power generation. In the case of the EWEC not being able 

to provide adequate resources, the group can purchase the same from the market and is 

eligible for reimbursements from EWEC. The PWPA has an average tenure of 20-25 years. 

Exhibit 12: TAQA Domestic Operations 

Facility Ownership Fuel 

Gross Capacity Net Capacity 

Power (MW) Water (MIGD) Power (MW) Water (MIGD) 

Taweelah A2 54% Natural gas 770 50 416 27 

Taweelah A1 54% Natural gas 1,600 84 864 45 

Taweelah B 54% Natural gas 2,000 163 1,080 88 

Shuweihat S1 54% Natural gas 1,500 100 810 54 

Umm al Nar 54% Natural gas 2,256 160 1,218 86 

Fujairah 1 54% Natural gas 861 130 465 70 

Fujairah 2 54% Natural gas 2,000 130 1,080 70 

Shuweihat S2 54% Natural gas 1,500 100 810 54 

Total   12,487 917 6,743 495 

Source: Company financial  

International Market 

In addition to the strong domestic presence, the company has also expanded its network to six 

other countries with controlling interests in Ghana, India, and Morocco. It owns a minority stake 

in an aluminium smelter and associated power generation facility in Oman and power 

generation plant in Saudi Arabia.  In the US, the company owns 85% in the Red Oak tolling 

agreement for a power plant and 50% ownership of a wind farm in Minnesota. Total capacity 

across the countries stands at 4,924MW with a net attributable capacity of 3,583MW. 

Excluding the Red Oak entity in the US and smelting business in Oman, all the customers of the 

power and water business are state-controlled entities bound by agreements. 

Similar to the PWPA, the company has entered into Power Purchase Agreements (PPA) in India 

and Morocco with the respective state entities. In Morocco, the company has signed two PPAs 

with ONEE for the four existing units and the two upcoming units. The duration of the PPA is 30 

years – effective from September 1997 for the existing units and commercial operation date for 

the new units. Under the PPA, ONEE will also bear the FX risks and coal price risk as well as the 

incremental expenses incurred due to any change in regulations. 

In India, the PPA was entered in December 2002 with Tamil Nadu Generation and Distribution 

Corporation - TANGEDCO (successor of the Tamil Nadu Electricity Board) for a period of 30 

years with provisions to further extend by 15 years. Under the agreement, power will only be 

sold to TANGEDCO, while payment obligations are backed by the government of Tamil Nadu. 

Moreover, the company also has a Fuel Supply Agreement with NLC to source monthly supplies 

of lignite. 
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Exhibit 13: TAQA International Operations 

Country Ownership Fuel Gross Capacity (MW) Net Capacity (MW) 

Morocco 85.80% Coal 2,056 1,764 

Oman 40.00% Natural gas 1,000 400 

India 99.90% Lignite 250 250 

Saudi Arabia 25.00% Natural gas 250 63 

Ghana 90.00% Tri-fuel 330 297 

United States 85.00% Natural gas 832 707 

United States 50.00% Wind 206 103 

Total   4,924 3,583 

Source: Company financials  

Under both the agreements, the company is eligible for fuel reimbursements at market price for 

fuel consumed for power generation in case of not being adequately supplied with the raw 

materials and being forced to buy from the market.  

Payments are received on a monthly basis and generally have two components 1) Capacity 

charge to cover the fixed costs of the facility such as debt service, maintenance and minimum 

return on equity and 2) Energy charges covering the variable costs. Most of the agreements are 

20-25 years, thereby providing a steady stream of cash flows income during the period. 

Oil and Gas: (33.7% of 9M19 revenue, 28.0% of EBITDA)  

The group is involved in key activities across the energy value chain with operations in North 

America (the north-western US and Canada), Europe (UK North Sea and the Netherlands), and 

47.4% stake in a PSC managing the Atrush Block in Iraq. The group’s upstream business 

comprises of on-shore and off-shore exploration, development and production of crude oil, 

natural gas and natural gas liquids, while midstream oil and gas business includes gas storage, 

oil and gas processing, and transport.  

The group has stakes in two gas storage facilities in the Netherlands– 60% in Gas Storage 

Bergermeer and 36% in Peak Gas Installation (PGI). The facility in Bergermeer has a seasonal 

storage capacity of 45.6 Terawatt hours (TWh) and is Europe’s largest open-access gas storage. 

PGI has a storage capacity of 35.2 TWh, which is delivered to the Dutch National Grid (GTS) 

during peak demand. 

As of 2018, the group has total net proved and probable reserves 391.7 million barrels of oil 

equivalent (mmboe) with North America comprising of 292.7 mmboe. Moreover, the group’s 

average production stands at 123.3 thousand barrels of oil equivalent (mboe) with North 

America producing 78.4 mboe followed by Europe 38.5 mboe and 6.3 mboe in Iraq. 

Exhibit 14: Oil and Gas Revenue mix 

(2018) 

 
Exhibit 15: Proved and probable reserves 

(2018) 

  

 

 

Source: Company financial                                                                                 Source: Company financial; *Entitled reserves based on 47.4% stake  

29% 

67% 

4% 

North America Europe Iraq
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North America Europe Iraq*
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Financial Performance 

Exhibit 16: TAQA P&L 

AED mm 2016 2017 2018 2019E 2020E 2021E 

Revenue from oil and gas 4,234 4,951 5,555 5,438 5,342 5,148 

Revenue from electricity and water 9,546 9,436 9,403 9,378 9,393 9,492 

Fuel revenue 1,672 1,676 2,015 2,058 2,062 2,084 

Gas storage revenue 290 218 147 257 265 273 

Other operating revenue 376 399 620 574 598 623 

Total Revenue 16,118 16,680 17,740 17,705 17,660 17,620 

Operating expenses -7,066 -7,216 -7,777 -7,716 -7,781 -7,897 

Gross profit 9,052 9,464 9,963 9,989 9,878 9,722 

Administrative and other expenses -580 -508 -597 -555 -556 -560 

EBITDA 8,472 8,956 9,366 9,434 9,322 9,162 

Depr., amort. and Impairment -6,339 -2,955 -3,716 -3,811 -3,703 -3,601 

Dry whole expenses -53 -22 -169 0 0 0 

Provisions for impairment -22,020      

EBIT -19,940 5,979 5,481 5,623 5,618 5,561 

Finance costs -4,636 -4,380 -4,237 -4,141 -3,982 -3,823 

Changes in fair values of derivatives and fair 
value hedges 

-78 -84 59 -117 0 0 

Net foreign exchange gains 159 42 -98 119 0 0 

Share of results of associates 56 96 265 90 90 90 

Share of results of a joint venture 21 29 21 20 20 20 

Gain on sale of land and oil and gas assets 58 78 73 16 10 10 

Finance income 28 46 76 75 75 75 

Other (losses) gains -10 123     

Gain on derecognition of a subsidiary  86 0    

PBT -24,342 2,015 1,640 1,685 1,832 1,934 

Income tax expense/credit 6,109 -972 -288 -337 -366 -387 

PAT -18,233 1,043 1,352 1,348 1,465 1,547 

Non-controlling interest -801 -883 -954 -974 -980 -991 

Equity holders of the parent -19,034 160 398 374 485 556 

Earnings Per share -3.14 0.03 0.07 0.06 0.08 0.09 

Source: FABS forecast 
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Exhibit 17: TAQA B/S 

AED mm 2016 2017 2018 2019E 2020E 2021E 

Assets      
 

Current Assets      
 Cash and short-term deposits 3,879 4,400 3,457 3,062 2,691 2,298 

Inventories 2,800 2,785 2,872 2,875 2,899 2,943 

Operating financial assets 1,103 1,198 1,150 1,150 1,150 1,150 

Accounts receivable and prepayments 4,107 4,252 4,160 4,152 4,141 4,132 

Total current assets 11,889 12,635 11,639 11,239 10,882 10,522 

Non-Current Assets       

Property, plant and equipment 73,512 71,610 69,456 67,607 65,682 63,853 

Operating financial assets 8,557 8,642 7,999 7,999 7,999 7,999 

Intangible assets 2,411 2,232 2,207 2,158 2,111 2,066 

Investment in associates 914 1,017 1,272 1,362 1,452 1,542 

Investment in joint venture 147 151 150 170 190 210 

Advance and loans to associates 702 702 698 698 698 698 

Deferred tax assets 6,119 5,462 5,516 5,516 5,516 5,516 

Other assets 241 582 400 400 400 400 

Total non-current assets 92,603 90,398 87,698 85,910 84,048 82,284 

Total assets 104,492 103,033 99,337 97,148 94,930 92,806 

Liabilities and Equity       

Current Liabilities       

Accounts payable, accruals and other liabilities 4,453 4,675 4,982 4,879 4,708 4,558 

Interest bearing loans and borrowings 6,882 6,964 5,013 6,206 5,916 5,626 

Islamic loans 170 180 203 207 190 173 

Asset retirement obligations       

Amounts due to related parties 89 88 83 83 83 83 

Income tax payable 613 545 504 504 504 504 

Bank overdrafts 95 193 65 65 65 65 

Total current liabilities 12,302 12,645 10,850 11,943 11,465 11,008 

Non-Current Liabilities       

Interest bearing loans and borrowings 63,662 61,750 59,943 55,850 53,240 50,630 

Islamic loans 1,446 1,331 1,112 1,008 925 842 

Deferred tax liability 930 909 937 937 937 937 

Asset retirement obligations 14,037 14,120 13,638 13,846 13,979 14,112 

Advances and loans from related parties 273 266 261 261 261 261 

Loans from non-controlling int. shareholders in subs 267 69 18 18 18 18 

Other liabilities 3,503 2,807 2,019 2,019 2,019 2,019 

Total non-current liabilities 84,118 81,252 77,928 73,940 71,380 68,820 

Total liabilities 96,420 93,897 88,778 85,883 82,845 79,828 

Equity       

Issued capital 6,066 6,066 6,066 6,066 6,066 6,066 

Contributed capital 25 25 25 25 25 25 

Other reserves 3,612 3,689 3,781 3,856 3,953 4,064 

Accumulated losses -2,802 -2,707 -2,651 -2,351 -1,963 -1,518 

Foreign currency translation reserve -1,904 -1,928 -1,747 -1,747 -1,747 -1,747 

Cum. chang in fair value of deriv. in cash flow hedges -2,026 -1,617 -1,149 -1,149 -1,149 -1,149 

Total equity attri to shareholder 2,971 3,528 4,325 4,699 5,185 5,741 

Non-controlling interest 4,789 5,366 6,046 6,378 6,712 7,049 

Loan from non-controlling int. shareldrs in subsidiaries 312 242 188 188 188 188 

Total equity 8,072 9,136 10,559 11,266 12,085 12,978 

Total liabilities & equity 104,492 103,033 99,337 97,148 94,930 92,806 
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Exhibit 18: TAQA Cash Flow Statement 

AED mm 2016 2017 2018 2019E 2020E 2021E 

Operating activities       

Profit before tax -24,342 2,015 1,640 1,685 1,832 1,934 

Adjustments for:       

Depreciation, depletion and amortisation 6,339 2,955 3,716 3,811 3,703 3,601 

Amortisation of deferred expenditure 35 37 34 - - - 

Other non-cash items 25,201 2,817 2,301 3,956 3,797 3,638 

Working capital changes:       

Inventories 35 16 -87 -3 -24 -43 

Account rece and prepayments and other assets 466 -133 153 8 11 9 

Amt due to Dept. of Ener and other relat parties -64 -1 -5 - - - 

Accounts payables, accruals and other liabilities -73 202 -117 -34 -177 -155 

Income tax paid -712 -518 -295 -337 -366 -387 

Asset retirement obligations payments -143 -345 -575 -555 -555 -555 

Cash recd from service concession arrangements 1,721 1,705 1,791 - - - 

Net cash from operating activities 8,463 8,750 8,556 8,531 8,220 8,042 

Investing activities       

Proceeds from sale of non - core assets 78 - 29 - - - 

Purchase of property, plant and equipment -852 -1,244 -1,660 -1,859 -1,678 -1,674 

Movement in capex liabilities -241 14 20 - - - 

Dividend received from associates 11 6 10 - - - 

Dividend received from joint ventures 22 20 22 - - - 

Purchase of intangible assets -101 -85 -54 -54 -54 -54 

Interest received 28 46 76 75 75 75 

Movement of other assets -130 -66 108 - - - 

Construction costs paid -22 - - - - - 

Loan repayment by associates 2 - - - - - 

Net cash used in investing activities -1,205 -1,309 -1,449 -1,838 -1,656 -1,652 

Financing activities       

Int bearing loans and borrowings received 4,704 5,505 6,461 - - - 

Repayment of Islamic loans -157 -172 -183 -100 -100 -100 

Repayment of int bearing loans and borrowings -6,719 -7,607 -10,129 -2,900 -2,900 -2,900 

Interest paid -3,983 -3,659 -3,496 -3,447 -3,288 -3,129 

Div. paid to non-controlling interest share -463 -624 -667 -641 -646 -654 

Repayment of loans from non-controlling int share -143 -268 -105 - - - 

Repayment of loans from related party -7 -7 -5 - - - 

Repayment of loans to non-cont int. share in subs -34 - - - - - 

Net cash (used in) from financing activities -6,802 -6,832 -8,124 -7,089 -6,934 -6,783 

Net change in cash and cash equivalents 456 609 -1,017 -395 -370 -393 

Net foreign exchange difference -109 -186 202 - - - 

Cash and cash equivalents at the beg of the year 3,437 3,784 4,207 3,457 3,062 2,691 

Cash and cash equivalents at the end of year 3,784 4,207 3,392 3,062 2,691 2,298 

Source: FABS forecast 
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Exhibit 19: TAQA Ratios 

 
2016 2017 2018 2019E 2020E 2021E 

YoY % change       

Revenue  16.9% 12.2% -2.1% -1.8% -3.6% 

EBITDA  5.7% 4.6% 0.7% -1.2% -1.7% 

EBIT  NA -8.3% 2.6% -0.1% -1.0% 

Net Income  NA 148.8% -5.9% 29.6% 14.7% 

Margins      
 

Gross 56.2% 56.7% 56.2% 56.4% 55.9% 55.2% 

EBITDA 52.6% 53.7% 52.8% 53.3% 52.8% 52.0% 

EBIT -123.7% 35.8% 30.9% 31.8% 31.8% 31.6% 

Net Margin -118.1% 1.0% 2.2% 2.1% 2.7% 3.2% 

Return Ratios       

ROCE -21.6% 7.2% 6.2% 6.6% 6.7% 6.8% 

ROA -17.4% 1.0% 1.3% 1.4% 1.5% 1.6% 

ROE -640.7% 4.9% 10.1% 8.3% 9.8% 10.2% 

Valuation       

PE NA 17.4 7.0 7.5 5.8 5.0 

PB 0.9 0.8 0.6 0.6 0.5 0.5 

EV/EBITDA 9.0 8.3 7.7 7.4 7.2 7.1 

Source: FABS forecast 
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Research Rating Methodology: 

 

Rating Upside/Downside potential 

BUY >15% 

ACCUMULATE >10% to 15% 

HOLD 10% to -5% 

REDUCE <-5% 
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