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• QEWS announces the completion of its acquisition of 40% share capital in Nebras Power – The final deal
terms appear consistent with the initial announcement on January 4, 2022 (as highlighted in our
previous report). QEWS’ wholly-owned subsidiary, Ras Laffan Operating Co., completed this purchase
from Qatar Holding. Given that QEWS already owns the remaining 60% of the share capital of Nebras,
100% of Nebras ’ operations should be consolidated going forward.

• Price is attractive vs. BV and QEWS has funded the transaction using a $550mn bank loan. The 40%
stake was worth roughly $584mn in BV as of 2Q2022. So the purchase price is at a moderate discount to
BV. Nebras ’ earnings (@100%) did decline from QR355.8mn in 2019 to QR284.9mn in 2020 (down 19.9%)
and then again to QR206.3mn (down 27.6%). This implies the deal values Nebras at ~17x 2020 and ~23x
2021 earnings. While Nebras ’ 2021 earnings declined, to a large extent, as Paiton in Indonesia did not
benefit from a COVID-related tax reduction as was the case in 2020, we note Nebras ’ earnings remain
depressed in 1H2022 primarily on account of a QR113mn net impairment loss on 5 solar plants located in
Ukraine in 2Q2022. However, we are hopeful that the company can benefit from earnings growth going
forward if we strip out these one-offs. Established in 2013, Nebras Power is a global power development,
investment and operating company. It was set up as a strategic JV between two key GREs of the State of
Qatar (QEWC & QIA), with the objective to develop and manage a portfolio of sustainable strategic
investments in power, water and renewables globally. Nebras has a total equity adjusted power capacity
of more than 2,100 MW based on a mix of various technologies, such as solar, natural gas, coal and wind.

• We believe this deal (to be financed by a $550mn bank loan) could be slightly accretive (around 3% over
2022-2026e) and will update our estimates shortly.

• We continue to like QEWS as a long-term play with a relatively defensive business model. The near-term
impact of the COVID-19 pandemic was muted on QEWS’ business model as the company is paid based on
power and water availability and is relatively unaffected by the vagaries of end demand. We have
already incorporated the Nebras acquisition into our DCF-based valuation model. 2022 earnings should
benefit from improved power and water offtake, especially during 2H2022, given the FIFA World Cup
Qatar 2022. QEWS still enjoys decent EBITDA margins and dividend/FCF yields. As expected, the UAH
water expansion (61.45 MIGD) was commissioned during 1Q2021. LT catalysts (which are not in our
model) abound, including additional domestic expansions (like Facility E in 2024-2025, etc.). Nebras
remains on the hunt for growth and has plans to increase its capacity significantly, which currently
stands at more than 2.1 GW (~6.3 GW gross). Given that Nebras has become a 100%-owned subsidiary,
we believe additional color/disclosures regarding its growth prospects could help fuel increases in
QEWS’ earnings estimates .
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Recommendations

Based on the range for the upside / downside offered by the 12-
month target price of a stock versus the current market price

Risk Ratings

Reflecting historic and expected price volatility versus the local 
market average and qualitative risk analysis of fundamentals

OUTPERFORM Greater than +20% R-1 Significantly lower than average

ACCUMULATE Between +10% to +20% R-2 Lower than average

MARKET PERFORM Between -10% to +10% R-3 Medium / In-line with the average

REDUCE Between -10% to -20% R-4 Above average

UNDERPERFORM Lower than -20% R-5 Significantly above average


