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Subscribe to Dhofar Generating Company IPO for regular income: We recommend long term income oriented investors to 

SUBSCRIBE to the ongoing IPO of Dhofar Generating Company (DGC). The issue is priced at RO 0.259/share, a marginal 

discount of 8.5% to our fair value target of RO 0.281/Share. Our fair value was achieved by employing a blended valuation 

approach based on a judicious mix of DDM and Relative Valuation methodologies, and supports a HOLD recommendation. 

Though the offer is priced at par with the average power sector dividend yield of 6.9%, the relatively high liquidity that is likely to 

be witnessed by the stock upon listing might attract institutional investors for locking in their yield for the next 5 years. At the 

target price of RO 0.281, the shares are valued at Price/CEPS of 3.6x as opposed to the sector average of 3.8x, and offer 

CY19E dividend yield of 6.4%, which is a tad lower than sector average. However, we feel that this minor valuation premium 

may be justified considering the lower impact cost during the initial days of trading as compared to other listed names in the 

market. 
 

Key investment arguments: Dhofar Generating Company, with its contracted power capacity of 718 MW, is the largest power 

plant in Dhofar Power System. It's contracted revenue model with OPWP till December 2032 leads to long term revenue and 

earnings visibility and has ~14.5 years of PPA life still remaining. The revenue is expected to grow at a sustainable CAGR of 

1.8% during 2018-22E to RO 49.74 million in 2022E assuming an efficient technical availability of the plant. The company has a 

policy of distributing entire free cash available after debt service, and the management forecasts to pay out RO 0.018/share 

split between two interims starting from February next year. Even though the financial agreements provide for cash sweep from 

2021, the company can elect to disapply cash sweep by providing letters of credit for amounts that increase over time as 

specified in the financing agreements. We estimate that this backstop arrangement would help the company to maintain, albeit 

at lower levels, moderate payout levels during the term of the PPA. Payout could be increased following a refinancing of the 

debt, but given the future outlook for interest rates and the current cost of funds enjoyed by DGC, we are not very optimistic on 

the company exercising that option. 
 

Why we see limited listing gains for DGC: The IPO comes at a time when the MSM index is trading at lowest levels in last 9 

years. Many blue chip stocks in the market are trading at attractive valuations and offer similar or better dividend yield in 

addition to handsome capital appreciation opportunities. There are several AT1 debt instruments that offer even higher interest 

yield than the dividend yield of DGC. Our blended DDM-RV target price of RO 0.281 indicates that the offer is fairly priced 

given the equity and credit market conditions.  

DGC’s first interim dividend payout will happen only in February 2019, which is 6 months away listing. This is in contrast to a 

strategy adopted by earlier I(W)PP IPOs where an interim dividend was distributed immediately on listing as a deal sweetener 

and price stabilization option. The 6 months delay in dividend distribution could prompt institutional investors to spread out or 

even postpone their immediate purchase decisions in order to take advantage of dividend distributions from some other power 

sector stocks.   

Risk to our view: Unanticipated forced outages of the plant could result in revenue loss and subsequently affect profitability 

and cash flow. However, the risk is largely mitigated via a robust maintenance plan and long term agreement with an 

experienced O&M operator, NOMAC Oman, for continuous monitoring and scheduled maintenance of the plant.  

 

Source: IPO Prospectus, US Research 

Fairly priced DGC IPO offers limited upside; Subscribe for regular income –12M Fair Value at RO 0.281 
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Offer Price 0.259           

Market Cap (RO mn) 58

Enterprise Value (RO mn) 211

P/E (x) 31

P/B (x) 1.2

EV/EBITDA (x) 12.5

Dividend Yield (%) 6.9%

Paid up capital (RO mn) 22.22

Shares on offer (mn) 88.89

Subscription open 1-Jul

Subscription close 30-Jul

Allotment 8-Aug

Refund 12-Aug

MSM listing 15-Aug

Valuation at offer price of RO 0.259

Offer & Subscription info

Subscription Calendar

Major shareholders

Pre-issue

Post issue

M-MAP (27%), MAP (27%), DIES (6%), 

Public (40%)

Category I  - 57.78 mn shares:

Application size: Minimum 1,000 and in 

multiples of 100  upto maximum 100,000.

Category II: 31.113 million shares:

Application size: Minimum 100,100 and in 

multiples of 100 upto maximum 8,889,600 

shares

M-MAP (45%), MAP  (45%), DIES (10%)
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OPWP's PPA agreements for all the IPP developers in Oman has a similar 

structure where the revenue comprises of capacity charge, electrical energy 

charge,  and fuel charge. An inflation indexation is built into the revenue, which 

takes care of annual price increases in O&M expenses. Capacity charges are 

directly linked to demonstrated capacity on an annual basis and actual availability 

of the plant. These charges are designed to cover fixed costs, including fixed O&M 

costs, debt service, insurance costs, taxes, spare parts, connection fees and 

return on capital. DGC's capacity charge comprises 98% of total non-fuel 

revenues under the PPA, are payable by OPWP regardless of whether the actual 

output of the plant is dispatched, and regardless of whether the company is 

instructed by OPWP to deliver electricity. This means that, subject to certain 

limited exceptions, DGC is entitled for capacity charges  for 100% of the 

guaranteed contracted power capacity of the plant, irrespective of whether or not 

electricity is actually dispatched. The PPA provides for annual scheduled outages, 

which are used for maintenance activities. Hence the revenue assumptions are 

more correlated to the plant’s investment cost, operational efficiency, primarily 

technical availability and heat rate. Thus the OPWP contract provides enough 

cushion for limited downside risk, hence stable revenue streams are likely till the 

term of the contract due to the effect of capacity charges which cover normal fixed  

costs. 

 

We estimate annual revenue growth of 1.7% for DGC during the term of the PPA, 

reaching RO 58.5 million in 2033E. The revenue growth is  driven by stable 

capacity charges, annual increase in energy charge, and inflation indexation. We 

estimate lower overall plant utilization levels due to slower demand growth and the 

presence of overcapacity in the DPS . Higher utilization of  the efficient CCGT 

plant  is expected to keep energy charge, and thereby revenue growth at low, but 

stable levels. DGC has upgraded the OCGT plant PLC to Mark VI, which is the 

same as that for its new CCGT plant. This enables the company to operate the 

plant in both the plants similar manner, which should help in increased efficiency 

and portraying plant availability in excess of 99% for both the plants.  

 
Source: IPO Prospectus, US Research 

Marginal growth in revenue driven by stable capacity charges.. 
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DGC's CCGT plant achieved COD on 01 January 2018, within targeted time and budget. This would help the company to report revenue of 46.3 

million, which is 200% higher than FY17 revenue of RO 15.4 million, and maintain stable revenue growth of 1.7% through the PPA period. Capacity 

charge including the finance lease component for the OCGT plant forms around 69% of the company's revenue, and 29% is assumed to be fuel 

charge, which is direct pass through. We note that fuel charge is a function of the plant utilization level, and could vary depending on actual power 

production.    

 

DGC's forecasted financials show a steadily declining trend in gross profit levels from RO 11.7 million in FY18E to RO 11.0 million in FY22E. We 

attribute this to the accounting noise created by adoption of IFRS 16 (Finance Lease Accounting), and does not see any issues as actual cash flows 

are accounted elsewhere in the financial statements. The company has considered its OCGT plant as finance lease contract and realizes lease 

revenue in lieu of capacity charges. This has created the illusion of reducing gross profit over the forecasted years. The company management 

assumes marginal gains from the fuel charge during the first five years as a result of efficiency gains of the gas plant, which enhances the estimated 

gross profit of DGC.    

 

As a result of stable capacity charges and straight pass through of fuel charges, we estimate DGC to achieve stable EBITDA of RO 17.4 million 

throughout the PPA period, which would enable it to service the debt obligations.  

Accounting noise leads to declining gross profit; but cash flows to remain steady throughout the PPA.. 
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Operating expenses to increase in line with revenue growth: DGC's operating 

expenses are forecasted to grow at CAGR of 2.7% through FY22E. We estimate 

the opex increases to be in line with that of revenue growth during the term of the 

PPA. As the capacity charges provides for fixed O&M expenses including the 

major maintenance charges, and fuel costs is a straight pass through, we do not 

expect any significant volatility in the operating expenses of DGC during the term 

of PPA. However, we estimate significant changes to the O&M charges post-PPA, 

and the same is captured in our long term valuation model.  

 

Fuel costs are the single largest cost component: The DGC management 

projects 63% of opex contribution from fuel costs, while fixed O&M is estimated to 

be 20% of the total opex. We do not expect any significant deviation of costs from 

the forecasts during the term of the PPA due to the long term agreements with 

MOG for gas, and NOMAC for long term O&M services. 

 

Operating results indifferent to Natural Gas price changes: Long term NGSA 

between the company and MOG secures the supply over the term of the PPA.  

Any increase in the price of gas charged by MOG is directly passed through in the 

PPA. According to the NGSA, DGC is not responsible for and shielded against 

failures of MOG to deliver gas at the predetermined quality, quality, and price.  

. 

 

Source: IPO Prospectus, US Research 

Operating expenses to move in tandem with revenue; DGC insulated from NG price changes.. 
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Stable EBITDA during the PPA drives our investment case; Debt service is 

adequately covered during the PPA period: Management forecasts DGC to maintain 

cash EBITDA of RO 17.4 million during the first five years of operation. We estimate 

similar EBITDA to be maintained through the PPA period in order to cover the debt service 

obligations of the company. Additionally, the management expects the company to start 

paying tax from the 10th year of operation, which should be covered by the EBITDA. We 

believe that the PPA provides for sufficient EBITDA so that the debt and tax payment by 

the company are adequately taken care of. DGC's operating profit margin is likely to 

decline as the revenue increases over time.  However, cash operating profit of the 

company is likely to remain stable at RO 13.2 million during the PPA. We estimate 

operating margin of  DGC to decline by 600 bps during the PPA term from 28% to 22% 

primarily because of the stable EBIT and steady growth of revenue.  

 

DGC's net profit in the initial years are impacted due to heavy deferred tax 

provisions: FY18E effective tax rate is forecasted at 95%, which is expected to get 

normalized to 15% by FY21E only. If DGC decides to exercise its option to avail backstop 

arrangement to avoid cash sweep in order to distribute continuous dividends to 

shareholders, we estimate slower deleveraging leading to relatively stable net income, 

growing in line with that of revenue. If it allows for cash sweep trigger, the faster 

deleveraging would help the company to report higher net income growth and margins. 

However, the management has indicated that major shareholders would prefer dividend 

over deleveraging and an alternative arrangement to avoid cash sweep would be 

considered before its onset.  

 

DGC revenue and EBITDA are subject to seasonality: Due to higher electricity demand 

in the summer period in Oman and the tariff structure under the PPA, where seasonality 

factors are applied to the capacity charges, higher revenues and operating profits are 

observed and expected during the summer period (from April to September), 

corresponding to the second and third quarters of the year, compared to the first and fourth 

quarters. Planned maintenance of the plant is also conducted in the winter period due to 

lower electricity demand, further accentuating the seasonality of DGC’s revenue and 

profitability. 

 

 

Source: IPO Prospectus, US Research 

Stable EBITDA through the PPA; net income impacted by deferred tax provisions 
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Plant life of 40 years; significant value remains beyond the PPA expiry: We believe the plant would be available for power generation during the 

entire length of its technical life time of 40 years. This leads to significant value remains to be generated from the plant during the post-PPA period. 

After the expiry of the PPA, we expect it to either be extended or, if the power market in Oman is liberalized during this period, the power produced by 

the plant will be sold into the merchant market.  In either case, we believe that demand in the Dhofar Power System would continue to grow and the 

capacity of existing plants and firm new builds in the system will not be sufficient to cover demand in 2033. Thus we expect OPWP to use an avoided 

cost methodology when assessing the merits of extending offtake agreements, leaving it indifferent between procuring capacity and services from new 

or existing operators. Plans to introduce an electricity market suggest the potential evolution towards a liberalized market approach. 

 

Introduction of a spot market in the MIS: On 30 January 2014, OPWP announced its intention to introduce new power and water procurement 

arrangements for the MIS in order to maintain market transparency and increase competition. The proposals include the introduction of a spot market 

for electricity, which is currently under development, and more flexible processes for awarding new or extending existing PPAs and P(W)PAs. 

Nevertheless, the single buyer approach has served Oman well and the risks are well known and all projects have been bankable with regional and 

international banks alike, and OPWP is expected to retain its role as the single buyer for electricity. However no announcement has been made with 

regard to the Dhofar Power System which is not connected to and operates independently from the MIS. 

 

DGC is expected to continue operating even after the PPA term.. 

Dhofar Generating Company - IPO Note  
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Cash sweep mechanism embedded in the CTA, but DGC plans to disapply 

cash sweep: The management indicates at opting for backstop DSRA from 

2022E, which could enable the company to pay dividend during the full tenure of 

the PPA. We estimate that opting for disapply of cash sweep mechanism via 

backstop arrangements and the application of term out payments would result in 

outstanding debt of RO 45 million in the company's books at the time of PPA 

expiry, at a debt/equity of 55:45. We see it as a healthy balance sheet to enter the 

post-PPA period. 

 

Despite backstop arrangements, we estimate declining dividends after 

2023E: Our analysis suggests that DGC will have a total debt service obligation of 

RO 172 million during 2023-32E, indicating average annual obligation of RO 17.2 

million, which is roughly equal to the annual free cash available with the company. 

With the company starting to pay corporate tax from 2028E, the dividends are 

expected to fall further. Even after initiating backstop arrangement, we feel that 

DGC's dividend paying capacity would be diminished from 2023E, and we 

estimate annual dividends of  RO 0.013/Share during FY24E-27E, which will 

further get reduced to RO 0.010/Share as the company starts paying corporate tax 

in 2018E. 

 

Dividend improvement to be expected only after expiry of the PPA: Opting for 

backstop arrangements of cash sweep would severely affect the pace of 

company's deleveraging. While all of the IPPs, with the only exception of ACWA 

Power Barka for obvious reasons, are expected to be fully debt free by the end of 

PPA, DGC would have ca. RO 45 million of debt still be remaining at expiry of 

PPA. Though we do not see this as an alarming situation as the company still 

would have a strong balance sheet, and 25 years technical plant life remaining. 

We feel that extending debt repayment to post PPA period could marginally impact 

the company's capacity for dividend payment at least during the immediate years 

following the PPA. We estimate the company's dividend paying capacity to 

improve significantly beyond the PPA term. Our valuations indicate that 55% of the 

DDM valuation would be contributed during the post-PPA period. 

 

Source: IPO Prospectus, US Research 

High DPS may not be sustainable beyond FY21E.. 
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MIS annual power demand is expected to grow at a slower pace: OPWP 

estimates the annual power demand in the MIS to reach 5.6 GW in 2024, growing 

at annual rate of 6.6%, slower than the annual growth of 8.4% it witnessed during 

the past seven years. The decline in growth is attributed to impacts resulting from 

the Cost Reflective Tariff structure for industrial consumers and the recent 

changes in demographic mix in the populous area of the country.  Energy 

consumption is expected to grow at 7% per year. The low case projects 4% annual 

growth in average demand, to be 6,500 MW in 2024, about 900 MW below 

expected demand. The high case projects 8% annual growth and peak demand at 

10,510 MW in 2023.  

 

 

Source: IPO Prospectus, US Research 

High DPS may not be sustainable beyond FY21E.. 
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OPWP estimates the annual power demand in the MIS to reach 5.6 GW in 2024, 

growing at annual rate of 6.6%, slower than the annual growth of 8.4% it witnessed 

during the past seven years. The decline in growth is attributed to impacts resulting 

from the Cost Reflective Tariff structure for industrial consumers and the recent 

changes in demographic mix in the populous area of the country.  Energy 

consumption is expected to grow at 7% per year. The low case projects 4% annual 

growth in aerage demand, to be 6,500 MW in 2024, about 900 MW below expected 

demand. The high case projects 8% annual growth and peak demand at 10,510 MW 

in 2023.  

 

OPWP has plans to procure more than 7000 MW of power during the next seven 

years, via PPA renewals, firm new builds, and planned projects under development. 

The major developments expected to happen during 2018-2024 include a 

development program for renewable energy projects, a 400 kV transmission 

connection to the PDO System and Ad Duqm, and procurement of the Sultanate’s 

first Clean Coal IPP. The transmission connection to PDO and Ad Duqm is expected 

to be available by 2023, subject to agreement of the respective stakeholders. This 

will further stimulate development of the Special Economic Zone of Ad Duqm and 

development of RE projects in Al Wusta. Project developments through 2024 in the 

MIS are expected to include: (1) retirement of the Ghubrah and Wadi Jizzi plants in 

2018; (2) completion of Sohar III IPP (1708 MW) and Ibri IPP (1508 MW) in 2019; (3) 

extension of the Manah PPA under new ownership in 2020; (4) launch of a Demand 

Response program to contribute capacity of 30 MW in 2020 and expanding to 100 

MW by 2024; (5) addition of Ibri II Solar IPP (500 MW) in 2021; (6) launch of the spot 

market for electricity trade in 2020; (7) at least 700 MW of capacity procured via the 

Power 2022 process as extensions to expiring P(W)PAs or as new capacity, 

whereas some plants with contracts expiring in 2022 may continue to operate, 

uncontracted, as participants in the spot market; (8) additional solar IPP projects will 

begin operation in 2022, 2023, and 2024; (9) a Waste-to-Energy IPP (about 50 MW) 

to begin commercial operation in 2022; and (10) the Power 2024 procurement 

process will provide for further P(W)PA extensions and/or new capacity in 2024. 

 

 

Source: OPWP, US Research 

MIS power demand to grow at a slower pace than the past.. 
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OPWP’s 7-year electricity demand projections for the Dhofar Power System have 

been developed in a similar manner as for the MIS. The projected demand 

represents the net system demand, in that they are inclusive of assumed 

transmission and distribution system losses but exclude the internal auxiliary 

consumption of power and desalination plants. They follow a similar methodology as 

the MIS demand forecasts, including macroeconomic growth influences and separate 

analyses of underlying demand and certain bulk loads, comprising mainly industrial 

demands, which are assessed on a customer-specific basis. In the DPS, average 

power demand is expected to grow at 6.6% per annum, from 370 MW in 2017 to 580 

MW in 2024. Peak demand on the base case is expected to grow from 552 MW in 

2017 to 810 MW in 2024. The peak demand in low case scenario considers 4% 

growth, reaching 740 MW by 2024, about 70 MW below base case peak demand. 

The peak demand in high case scenario projects 8% per year growth to 950 MW in 

2024, exceeding base case peak demand by about 140 MW. OPWP has assessed 

CRT impacts in 2024 at 20 MW in the Expected Demand scenario, and at 25 MW 

and 15 MW in the Low Case and High Case scenarios, respectively. 
 

In the Dhofar Power System, the Salalah II IPP (445 MW) began commercial 

operation on schedule in January 2018. The first wind IPP (50 MW) is expected to 

begin commercial operation in 2020, to be followed by Dhofar II Wind IPP (150 MW) 

in 2023. Extension of the North-South 400 kV Interconnect to the DPS may also 

occur by 2024, subject to final regulatory approval, providing for greater grid security 

and improved utilization of generation resources.  
 

OPWP expects fuel diversification plans, including renewable energy development 

and the Duqm Clean Coal IPP, to enable the gas share of fuel for power generation 

to fall from 100% in 2018 to 83% by 2024. In the MIS, efficiency improvements in the 

generation fleet and the contributions of renewable energy and Clean Coal IPP 

projects are expected to limit growth in fuel requirements to 0.5% per year on 

average through 2024, despite steady 7% annual growth in electricity production. 

Average gas utilization by the generation fleet is projected to improve by 20% from 

2018 to 2024. Much of these efficiency improvements should occur by 2020, with the 

introduction of new high-efficiency power plants and large RO water desalination 

plants that enable less energy-efficient MSF plants to shift to standby operation. 

 

 

 

Source: OPWP, US Research 

DPS power demand to grow at a slower pace than the past.. 
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The DPS has two gas-fired power plants in operation, and a wind energy plant that is 

under construction. There is a reserve sharing arrangement with PDO via the 132 kV 

transmission connection.  OPWP has concluded that, on the basis of simulation 

studies of the DPS, a reserve margin of about 12% over peak demand is necessary , 

considering the size of the system, characteristics of generation resources, and 

limited access to security reserves.  When the North-South Interconnect is connected 

to the DPS, the reserve margin requirement for the DPS would be reduced ,  aligning 

with that of the MIS.  
 

Contracted capacity in the in the DPS would be sufficient to meet the capacity targets 

associated with all  three demand scenarios through 2024 , and have substantial 

capacity surpluses.  The capacity surpluses have arisen as electricity demand 

growth slackened sharply, just after OPWP procured the Salalah II IPP project. 

Industrial growth in the Salalah Free Zone has slowed, and generally the pace of 

economic growth and electricity demand growth is less than it was from 2012 to 

2015, when demand growth averaged more than 9% per year.  
 

Although there are costs associated with surplus capacity, the Salalah II IPP project 

will enable substantial gas savings due to its high efficiency. The new CCGT plant 

displaces generation from the older gas turbine plant, and is projected to achieve a 

net reduction in gas consumption in the DPS in 2018, despite 6% growth in 

generation output. To manage the capacity surplus, OPWP is working with PDO 

toward exporting energy to the southern grid of the PDO system. The existing 132 kV 

interconnect can support transfers of up to 150 MW, displacing generation from older 

and less efficient gas turbines on the PDO system.  
 

At present OPWP has no plans to procure new gas-fired generation capacity for the 

DPS, but plans additional  renewable energy development. The Dhofar region has 

excellent potential for wind energy development. OPWP plans to develop a second 

wind energy farm for COD in 2022, with capacity of 150 MW. The timing or capacity 

of the project are subject to a study of grid security impacts. When the North-South 

Interconnect project is completed to Dhofar, OPWP expects to develop more wind 

energy projects in the DPS.  

. 

 

 

 

Source: OPWP, US Research 

Dhofar Power System has adequate generating capacity now; focus shifts to renewable energy.. 
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Type Technology COD Capacity

Sembcorp Salalah IWPP CCGT 2012 445

Dhofar Generating Company IPP OCGT & CCGT 2018 718

Dhofar I wind Wind IPP Wind turbine 2020 50

Dhofar II Wind IPP Wind IPP Wind turbine 2023 150
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Our valuation approach on Dhofar Generating Company was centered around arriving at the long term fair value of the stock. We have applied the 

Dividend Discount Model, Price-Earnings valuation, Dividend Yield, and price to book valuation for arriving at the blended DDM-relative valuation fair 

value of the stock. We have considered historical IPO valuation among the power companies, and looked at alternative investment opportunities in 

debt and equity instruments within MSM. Owing to the contracted revenue and cash flow business model of the company, we assigned 60% weight to 

DDM and 20% to Dividend Yield valuations. P/E and price to book were assigned lower weight of 10% each as the company does not have any option 

to increase the net income during the PPA period. 

 

 

Source: MSM, IPO Prospectus, US Research 

Valuation summary – Blended DDM-Relative value of RO 0.281; Limited upside of 8.5% 
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Valuation Weight

DGC relative valuation @ 3.8x Price/Cash 

EPS
0.302 10%

DGC relative valuation @ 1.0x P/B 0.269 10%

DGC relative valuation @ 6.9% Yield 0.278 20%

DGC DDM valuation 0.281 60%

0.281

Blended DDM-

Relative Valuation
IPO 

Year

IPO 

Price

(RO)

DPS

(RO)

Dividen

d yield

12 

Month 

LIBOR

Oman 

GBD 

Coupon

DY - GDB 

Spread

(bps)

Listing 

gain

ACWA Power Barka 2004 0.990 0.123 12.4% 2.98% 4.50% 792 90%

Al Kamil Power 2004 1.710 0.200 11.7% 2.98% 4.50% 720 3%

Sohar Power 2008 1.370 0.200 14.6% 3.25% 4.00% 1,060 14%

SMN Power 2011 3.520 0.443 12.6% 0.86% 3.25% 934 3%

Sharqiya Desalination 2013 1.063 0.153 14.4% 0.69% 4.25% 1,014 194%

Sembcorp Salalah 2013 1.590 0.168 10.6% 0.67% 2.75% 782 26%

Al Suawadi Power 2014 0.130 0.011 8.2% 0.53% 3.00% 523 22%

Al Batinah Power 2014 0.128 0.010 8.1% 0.53% 3.00% 513 23%

Phoenix Power 2015 0.110 0.008 7.0% 0.75% 3.00% 400 40%

Muscat City Desalination 2017 0.116 0.009 8.0% 1.95% 5.25% 277 34%

DGC 2018 0.259 0.018 6.9% 2.76% 4.75% 220 NA
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Our Multi-stage DDM valuation considered three phases of dividends, which included two stages within the current PPA. We have applied gradually 

increasing cost of equity from 9.9% to 12.9%, which was derived from risk free rate of 5.5%, equity risk premium of 7%, and weighted average 5 year 

weekly sector beta of 0.624. The valuation thus arrived at RO 0.281/Share for DGC. It is 8.5% higher than the offer price of RO 0.259/Share. We observe 

that the fair value we arrived and the potential upside from the issue price is the lowest among power IPOs we’ve covered so far.  

 

 

 

Source: IPO Prospectus, US Research 

DDM Valuation at RO 0.281/Share; offer looks to be almost fairly priced 
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2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E

Net income (RO ,000) 181 1,463 2,101 2,415 2,894 2,871 2,931 3,028 3,114 3,226 3,319 3,421 3,532 3,649

EPS (RO) 0.001 0.007 0.009 0.011 0.013 0.013 0.013 0.014 0.014 0.015 0.015 0.015 0.016 0.016

CEPS (RO) 0.028 0.036 0.040 0.042 0.045 0.046 0.047 0.049 0.051 0.053 0.055 0.057 0.060 0.062

Dividends  (RO ,000) 4000 4000 4000 4000 4000 3600 3600 3600 3600 3014 2996 2977 2956 2935

PV of dividends (RO ,000) 3,700 3,368 3,065 2,790 2,539 2,080 1,893 1,723 1,568 1,195 1,081 977 883 798

DPS (RO) 0.018 0.018 0.018 0.018 0.018 0.016 0.016 0.016 0.016 0.014 0.013 0.013 0.013 0.013

DPS/CEPS (%) 64% 50% 45% 43% 40% 35% 34% 33% 32% 26% 24% 23% 22% 21%

Valuation

PV of dividends during the PPA (RO ,000) 27,658

PV of dividends Post-PPA (RO ,000) 34,797

PV of dividends (RO ,000) 62,455

No of shares (,000) 222,240

DDM Value per share (RO) 0.281
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The dividend yield of 6.9% that is being offered by DGC is the lowest dividend yield 

at the IPO price among all the previous I(W)PP IPOs in Oman. Additionally, it offers 

the lowest spread of 2.2% to the recently issued Government Development Bond. 

The median spread offered by I(W)PP IPOs in Oman was around 7.2%. Depending 

on the spread of dividend yield at IPO price to the bond yields, the I(W)PP IPOs in 

the past had witnessed listing gains ranging from 3% to 194%. We further notice 

that none of the Power IPOs in the history of Oman had witnessed loss during the 

first three months of listing.  

 

Peer group companies offer superior dividend yields: The sluggish investor 

sentiment prevailing in the market and  recent price decline in power sector stocks 

have led to some of the closely comparable peers of DGC offering similar or higher 

dividend yield than what is offered through the IPO. While companies such as Al 

Batinah Power, and Al Suwadi Power offer dividend yield  of 7.6%, Phoenix Power 

and Sembcorp Salalah offers 6.8% and 6.9% respectively. The most notable factor 

in these companies are that they all offer interim dividend well ahead of the first 

interim offered by DGC in February 2019.    

 

We notice that large banks in Oman are currently trading at a superior dividend 

yield and lower valuations as compared to that of the IPO. These companies offer 

growth opportunities in the long run as opposed to the contracted stable cash flow 

of IPPs such as DGC. We further notice that the recent AT-1 bond issues by Omani 

banks and corporates offer higher yields than DGC's dividend yield. These all points 

to the fact that there are more attractive investment alternatives available in the 

domestic capital market as opposed to this IPO. We feel that the Company should 

have offered a more attractive investment proposition to the investors in terms of 

dividend yield and leave something on the table for new investors as the deal 

sweetener. However,  since the DGC IPO offers the lowest spread to bond yields 

and the lowest dividend yield among I(W)PP IPOs, we do anticipate a significant 

listing gain.  

 

 

Source: MSM announcements, US Research 

DGC doesn’t leave much on the table for investors; Relative valuation @ RO 0.281/Share 
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October-18 November-18 December-18 January-19 February-19 March-19

Sembcorp Salalah RO 0.011 RO 0.0045

MCDC RO 0.0061

Al Kamil Power RO 0.01

Al Batinah RO 0.0062

Al Suwadi RO 0.0055

Phoenix Power RO 0.0028

DGC RO 0.009

Timeline of I(W)PP dividend distributions during the period through March 2019
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Relative valuation – Listed power companies in Oman offer 6.9% dividend yield in 2019E, same as DGC 
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2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E CY2018E CY2019E 2018E 2019E 2018E 2019E 2018E 2019E

Al Kamil Power 9,625 0.380 36,575 4,008 4,008 2,438 2,438 2,400 2,400 30,452 29,971 2,406 2,888 0 0 -726 -726 35,849 35,849

ACWA Power Barka 16,000 0.780 124,800 20,252 20,556 13,962 14,266 10,400 10,816 67,326 62,142 0 5,600 60,245 48,916 55,256 43,926 180,056 168,726

United Power 2,000 3.440 6,880 507 507 507 507 300 300 6,779 6,529 1,000 1,000 0 0 -112 -212 6,768 6,668

Al Suwadi Power 71,441 0.118 84,300 30,700 30,800 22,684 22,784 10,900 11,000 89,652 89,752 6,430 6,430 162,867 144,371 157,967 139,471 242,267 223,771

Sohar Power 22,101 0.115 25,416 17,203 17,500 10,459 10,756 4,200 4,400 36,055 36,255 0 0 74,134 64,714 70,211 60,791 95,627 86,207

SMN Power 19,964 0.600 119,781 24,600 27,200 16,061 18,661 6,800 7,200 37,107 37,307 3,793 3,993 136,138 119,832 134,475 118,169 254,256 237,950

Al Batinah Power 67,489 0.119 80,312 28,000 28,200 20,541 20,741 10,300 10,400 82,111 82,211 6,074 6,074 151,571 133,213 147,581 129,223 227,893 209,535

Phoenix Power 146,260 0.116 169,662 53,100 52,400 37,175 36,475 14,600 15,600 190,423 186,888 7,020 11,555 332,139 306,070 322,308 296,239 491,970 465,901

Sembcorp Salalah 95,457 0.225 214,779 41,200 43,700 29,414 31,914 13,800 15,270 106,732 106,293 12,409 14,796 186,873 170,244 177,366 160,737 392,145 375,516

Sector total 450,336 NA 862,505 219,570 224,871 153,241 158,542 73,700 77,386 646,636 637,348 39,133 52,334 1,103,967 987,360 1,064,326 947,618 1,926,830 1,810,123

DGC 22,224 0.259 57,560 16,926 17,507 10,855 10,968 181 1,463 52,499 49,740 0 4,000 159,603 152,702 153,683 147,554 211,243 205,114

2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E

Al Kamil Power 0.380 0.025 0.025 0.316 0.311 0.025 0.030 0.041 0.041 7.9% 8.0% 8.9 8.9 9.1 9.1 1.2 1.2 6.6% 7.9%

ACWA Power Barka 0.780 0.065 0.068 0.421 0.388 0.000 0.035 0.104 0.107 15.4% 17.4% 8.9 8.2 6.2 6.1 1.9 2.0 0.0% 4.5%

United Power 3.440 0.150 0.150 3.390 3.265 0.500 0.500 0.015 0.015 4.4% 4.6% 13.3 13.2 13.6 13.6 1.0 1.1 14.5% 14.5%

Al Suwadi Power 0.118 0.015 0.015 0.125 0.126 0.009 0.009 0.026 0.027 12.2% 12.3% 7.9 7.3 2.7 2.7 0.9 0.9 7.6% 7.6%

Sohar Power 0.115 0.019 0.020 0.163 0.164 0.000 0.000 0.050 0.050 11.6% 12.1% 5.6 4.9 1.5 1.5 0.7 0.7 0.0% 0.0%

SMN Power 0.600 0.034 0.036 0.186 0.187 0.019 0.020 0.077 0.079 18.3% 19.3% 10.3 8.7 4.9 4.4 3.2 3.2 3.2% 3.3%

Al Batinah Power 0.119 0.015 0.015 0.122 0.122 0.009 0.009 0.026 0.026 12.5% 12.7% 8.1 7.4 2.9 2.8 1.0 1.0 7.6% 7.6%

Phoenix Power 0.116 0.010 0.011 0.130 0.128 0.005 0.008 0.021 0.022 7.7% 8.3% 9.3 8.9 3.2 3.2 0.9 0.9 4.1% 6.8%

Sembcorp Salalah 0.225 0.014 0.016 0.112 0.111 0.013 0.016 0.027 0.028 12.9% 14.4% 9.5 8.6 5.2 4.9 2.0 2.0 5.8% 6.9%

DGC 0.259 0.001 0.007 0.236 0.224 0.000 0.018 0.028 0.036 0.3% 2.9% 12.5 11.7 3.4 3.3 1.1 1.2 0.0% 6.9%

Sector average 11.4% 12.1% 8.8 8.0 3.9 3.8 1.3 1.4 4.5% 6.1%

Price/Cash EPS (x) P/B (x) Dividend Yield (x)ROE EV/EBITDA (x)

EVMarket 

Cap

Cash EPS

Source: MSM, Company reports, and US Estimates

All figures mentioned are in RO ,000, unless mentioned otherwise

Source: Company reports, and US Research Estimates

All figures mentioned are in RO unless mentioned otherwise

CMP

CMP

(RO)
Capital

Net debt

EPS BVPS DPS

Total debtEBITDA EBIT Net income Total equity Dividend
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Dhofar Generating Company’s business activity is to own and operate the Salalah II 

Independent Power Project, which comprises of two power generation plants, the 

Original Plant and the New Plant, with with an aggregate contracted capacity of 718 

MW located in Raysut, Dhofar Governorate. The Original Plant, of 273 MW 

capacity, has been in commercial operation since 2003. The New Plant, with 

capacity of 445MW has been in operation since 1 January 2018. The Company is 

the largest power supplier in the Dhofar Governorate, with its total contracted power 

capacity representing approximately 62% of the total contracted capacity in the 

Dhofar Power System. The Plant is also the fourth largest IPP in Oman. The 

Company currently generates its revenues pursuant to a 15-year term (from the 

SCOD of the New Plant) PPA with OPWP, which is indirectly wholly-owned by the 

government. The power capacity and electricity from the Plant is fully contracted to 

OPWP and used to meet the growing electricity demand of the Dhofar Power 

System during the term of the PPA and beyond. Natural Gas is supplied to the 

Company by MOG pursuant to the NGSA. The Company, as System User has 

entered into the ECA to secure connection to the Transmission System over the 

contracted PPA period. The electricity is delivered to OETC’s substations adjacent 

to the Plant. The Operator of the Project is Dhofar O&M Company LLC, a company 

owned and controlled by the Founders. 

  

The Issued and Paid-Up Share Capital of the Company is OMR 22,224,000 divided 

into 222,240,000 Shares of Bzs 100 each. The Selling Shareholders of the 

Company are MAP, which owns 45 per cent, M-MAP, which owns 45 per cent, and 

DIES, which owns 10 per cent. 

 

Source: IPO Prospectus, US Research 

Overview of Dhofar Generating Company 

Dhofar Generating Company - IPO Note  

17 

Date Key events

May, 2014 Request for Proposal issued by OPWP

October, 2014 Bid submission by the Founders

March, 2015 Issuance of Letter of Award

April, 2015 Execution of the PPA Amendment

April, 2015 Execution of the Share Purchase Agreement

August, 2015 Financial Arrangement Completed

January, 2018 COD achieved

January, 2033 Expiry date of PPA

Contractual Framework
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Mitsui & Co. Middle East and Africa Projects Investment & Development Limited 

(“M-MAP”) is 100% owned by Mitsui, established with the aim of developing new 

infrastructure projects and its own existing power assets in the Middle East and Africa. 

Mitsui was established in 1947, is today one of the most diversified and comprehensive 

trading, investment and service enterprises in the world, with 137 offices in 66 countries as 

of April 1st, 2018. Utilizing its global operating locations, network and information 

resources, Mitsui is multilaterally pursuing business that ranges from product sales, 

worldwide logistics and financing, through to the development of major international 

infrastructure and other projects. Mitsui has several decades of IPP experience with a 

significant presence in the IPP space in most geographical regions, including the 

Americas, Asia-Pac, Middle East, Africa and Europe across all fuel types. Mitsui owns a 

gross power generation capacity of 34 GW with a net capacity 9.3GW as of January 2018. 

Of this, 26% of its capacity is based in the Middle East. 

MAP Power Holding Company Limited (“MAP”) is 100% owned by ACWA Power 

Energy Holdings Limited, which is 100% owned by ACWA Power Global Services LLC, 

which is a wholly owned subsidiary of ACWA Power. ACWA Power is a developer, 

investor and operator of a portfolio of power generation and desalinated water production 

plants currently with presence in 10 countries including in the Middle East and North 

Africa, Southern Africa and South East Asia regions. ACWA Power’s portfolio, with an 

investment value in excess of USD 30 billion, can generate 22+ GW of power and produce 

2.7 million m3 /day of desalinated water to be mostly delivered on a bulk basis to state 

utilities and industrial majors. 

Dhofar International Energy Services LLC (“DIES”) is an SPV that is a wholly owned 

subsidiary of DIDIC. Established in 1987 and one of the largest investment companies in 

the Sultanate of Oman, DIDIC has made significant contributions to the economy of 

Sultanate, especially the Dhofar governorate. Since its inception DIDIC focused on 

diversification of its activities to cover various economic fields, and accordingly established 

a bank in Oman, a financial services company, insurance company and Tourism 

Company, it played an essential role in the development of Dhofar University and Salalah 

Port Services. Also, the company has an important role in the inception of factories and 

industrial plants in the Sultanate. DIDIC has paid up capital of OMR 24.64 Million with total 

assets of OMR 230 Million and is listed in the Muscat Securities Market. Source: IPO Prospectus, US Research 

Local and International Shareholders  expertise to help : Pre & Post IPO Shareholding pattern 
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Naif Alawaid: Mr. Alawaid joined Salalah Power Station as a trainee engineer in 1997. He 

moved to Port of Salalah in 1999 during the start up where he gained vast experience in 

various aspects of port management over 16 years in a dynamic and progressive career. 

Rising through the ranks, he was also based in APMT Rotterdam Port in the Netherlands on 

temporary assignment. Mr. Alawadi joined DGC in 2015 as Chief Executive Officer, one of 

the first two employees of the company. He has been responsible for leading both the 

brownfield 273MW and greenfield 445MW power plants in all aspects from the acquisition 

date. An immediate challenge was the restructuring of the business to an owner-operator 

model which was completed without any impact on operations. The construction initiative, 

under his leadership, has been a remarkable success with all testing completed prior to 

SCOD and COD was as per schedule. 
 

Javed Mustafa: Mr. Mustafa’s career commenced with KPMG Pakistan in 1998 during which 

he worked in Assurance, Advisory and full time secondment to a mid-management finance 

role of a US based listed technology company. Mr. Mustafa joined DGC in early 2015 as 

Chief Financial Officer and Company Secretary, being one of the first two employees of the 

company. He has been directly responsible for all finance related activities of the brownfield 

273MW OCGT and greenfield 445MW CCGT power plant. He has successfully developed 

the finance function, drafting and implementing internal control policies, procuring relevant 

insurance policies, managing cash flows from the existing plant for construction activities and 

efficient drawdown management of the entire long-term loan facility for successful 

construction of the new power plant. Mr. Mustafa has been a key member of DGC’s senior 

management team which has been instrumental in delivering the new power plant on time. 
 

Amer Ali Al-Mashani: Mr. Mashani commenced his career with Dhofar Power Company in 

2007 as an Operations Plant Engineer at Dhofar Generating Company. He shifted to 

Sembcorp Salalah Power and Water Company in June 2011 as a Shift Charge Engineer with 

a progressive career culminating as Operation Manager. Mr. Mashani joined DGC in 2016 as 

Head of Mechanical Engineering, a role in which he was closely involved in the construction 

of the new 445 MW power plant. Pursuant to COD in January 2018, Mr. Mashani was 

appointed as Technical Manager with responsibility to work closely with the Chief Operating 

Officer in oversight of all operations and maintenance matters specially related to monitoring 

the O&M Operator and liaison with the offtaker. Mr. Mashani has been appointed as Acting 

COO from 1 June 2018. 

 

 

 

Source: IPO Prospectus, US Research 

Board of directors and company management 
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Name Representing Position Status

John Clark MAP Chairman Non-Executive, Non-Independent

Kazuaki Oguro M-MAP Dy. Chairman Non-Executive, Non-Independent

Misato Morishima Personal Capacity Member Non-Executive, Non-Independent

Abdul Majid Syed Personal Capacity Member Non-Executive, Non-Independent

Ahmed Hamed Saif Al Busaidi Personal Capacity Member Non-Executive, Independent

Said Safrar Personal Capacity Member Non-Executive, Independent

Anshul Rai Personal Capacity Member Non-Executive, Independent

Name Position Experience

Naif Alawaid Chief Executive Officer 21 years

Javed Mustafa Chief Financial Officer 20 years

Amer Ali Al-Mashani Chief Operating Officer 11 years
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Source: IPO Prospectus, US Research 
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INCOME STATEMENT 2014 2015 2016 2017 2018E 2019E 2020E 2021E 2022E

Revenue 14,987 21,958 16,071 15,421 46,317 46,614 47,557 48,229 49,662

Operating costs 9,638 18,298 14,889 13,989 34,633 34,874 35,999 36,951 38,623

Gross profit 5,350 3,660 1,182 1,432 11,684 11,740 11,558 11,278 11,039

SG&A 484 370 148 181 829 772 768 780 770

Operating profit 4,866 3,290 1,034 1,252 10,855 10,968 10,790 10,498 10,269

Finance costs 610 675 1,202 1,010 7,441 7,274 7,153 7,137 6,915

Other income 28,137 6 8 0 0 0 0 0

Profit before tax 32,393 2,616 -162 250 3,414 3,694 3,637 3,361 3,354

Taxation 3,268 206 54 729 3,233 2,231 1,536 946 460

Net profit after tax 29,125 2,409 -217 -479 181 1,463 2,101 2,415 2,894

Depreciation 230 254 112 130 3,983 4,274 4,250 4,244 4,219

EBITDA 6,669 4,917 3,228 3,381 16,926 17,507 17,498 17,408 17,380

-26% -34% 5% 401% 3% 0% -1% 0%

FINANCIAL POSITION 2014 2015 2016 2017 2018E 2019E 2020E 2021E 2022E

Finance lease receivable 52,682 51,789 58,868 56,780 54,514 52,056 49,391 46,498 43,361

PPE 3,959 34,249 86,775 148,075 159,056 155,078 151,123 147,175 143,252

Right to use asset 0 0 0 0 0 4,290 3,994 3,698 3,402

Total non current assets 56,641 86,039 145,643 204,855 213,570 211,424 204,508 197,371 190,015

Inventories 3,610 3,766 3,981 3,925 5,893 5,893 5,893 5,893 5,893

Finance lease receivable 1,691 1,210 2,000 2,088 2,266 2,458 2,666 2,892 3,137

Trade and other receivables 1,127 3,122 1,479 3,293 4,186 4,159 4,255 4,349 4,514

Advances and prepayments 373 413 175 264 0 0 0 0 0

Cash & Equivalents 5,769 5,983 1,447 2,562 5,920 5,148 4,320 3,293 2,290

Total current assets 12,570 14,494 9,081 12,132 18,265 17,658 17,134 16,427 15,834

Total assets 69,211 100,533 154,725 216,988 231,835 229,082 221,642 213,798 205,849

Current portion - Term loan 0 3,793 7,090 7,363 7,305 7,575 7,716

Trade payables 1,352 5,662 2,323 3,292 5,688 5,607 5,724 5,766 5,878

Provision for tax 2,394 390 49 155 0 0 0 0 0

Total current liabilities 3,746 6,052 2,373 7,239 12,778 12,970 13,029 13,341 13,594

Long term loan 0 34,452 86,505 146,781 152,513 145,339 138,215 130,811 123,256

Shareholder loan 32,992 23,301 22,650 0 0 0 0 0 0

Fair value of cash flow hedge 0 2,482 2,701 5,229 5,095 4,877 4,660 4,454 4,250

Decommissioning provision 2,766 2,840 2,921 3,001 6,109 6,318 6,535 6,759 6,991

Provision for major maintenance 0 0 6,585 4,424 1,378 1,360 1,380 1,301 1,336

Lease liability 0 0 0 0 0 4,566 4,316 4,057 3,790

End of service benefits 18 6 21 54

Deferred tax liability - net 810 2,295 2,273 2,386 5,794 8,057 9,627 10,605 11,094

Total non current liabilities 36,586 65,377 123,656 161,875 170,889 170,517 164,733 157,987 150,717

Total liabilities 40,332 71,429 126,029 169,114 183,667 183,487 177,762 171,328 164,311

Share capital 500 500 500 500 22,224 22,224 22,224 22,224 22,224

Increase in capital 0 0 0 21,724 0 0 0 0 0

Legal reserve 167 167 167 167 185 331 541 783 1,072

Retained earnings 28,213 30,622 30,406 29,927 30,090 27,185 25,076 23,249 21,854

Changes in fair value of hedge 0 -2,185 -2,376 -4,444 -4,331 -4,145 -3,961 -3,786 -3,612

Total equity 28,880 29,104 28,696 47,873 48,168 45,595 43,880 42,470 41,538

Total equity & liabilities 69,211 100,533 154,725 216,988 231,835 229,082 221,642 213,798 205,849
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CASH FLOW STATEMENT 2014 2015 2016 2017 2018E 2019E 2020E 2021E

Profit before tax 32,393 2,616 -162 250 3,414 3,694 3,637 3,361

Depreciation 230 254 112 130 3,983 3,978 3,954 3,948

Finance costs 610 675 1,202 1,010 7,441 7,274 7,153 7,137

Interest income on finance lease -3,988 -4,889 -4,815 -4,897 -4,731 -4,554 -4,361 -4,153

Operating cash flow before WC changes 1,125 -1,358 -3,648 -3,475 10,107 10,688 10,679 10,589

Change in inventories -112 -156 -216 57 -1,968 0 0 0

Trade and other receivables -1,127 -1,995 1,723 -1,814 -893 27 -96 -94

Payables 1,310 4,310 -3,356 957 -155 0 0 0

Advances and prepayments -373 -39 177 -89 0 0 0 0

Finance lease instalments received 5,562 6,263 6,897 6,897 6,819 6,819 6,819 6,819

Tax paid 0 -426 -392 -49 0 0 0 0

Net cash from operating activities 6,385 6,598 1,185 2,482 13,910 17,534 17,402 17,314

Capex -81 -30,544 -55,031 -61,173 -13,835 0 0 0

Major maintenance payment 0 0 -1,315 -2,318 -3,107 0 0 0

Net cash used in investing activities -81 -30,544 -56,346 -63,491 -16,942 0 0 0

Finance cost paid -536 -601 -571 -814 -5,849 -6,886 -6,697 -6,755

Payment against lease liability 0 0 0 0 0 -242 -250 -259

Proceeds from term loan 0 34,452 51,845 63,864 13,074 0 0 0

Term loan repaid -4,244 -7,090 -7,363 -7,305

Dividends paid 0 0 0 0 0 -4,000 -4,000 -4,000

Net cash from financing activities -536 24,161 50,624 62,124 2,981 -18,218 -18,310 -18,319

Change in cash 5,769 215 -4,537 1,115 3,358 -772 -828 -1,027

Cash at beginning of period 0 5,769 5,983 1,447 2,562 5,920 5,148 4,320

Cash at end of period 5,769 5,983 1,447 2,562 5,920 5,148 4,320 3,293
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. 

Persons into whose possession this document may come are required to observe these restrictions. Opinion expressed is our current opinion as of the date appearing on this material 

only. We do not undertake to advise you as to any change of our views expressed in this document. While we endeavor to update on a reasonable basis the information discussed in this 

material, United Securities, its subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the information current. Also, there may be 

regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may 

be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 

The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance 

only. While every effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions 

of the information. No one can use the information as the basis for any claim, demand or cause of action. Recipients of this material should rely on their own investigations and take their 

own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities 

of companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the merits and risks of such an investment. Price 

and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. United Securities LLC, and affiliates, including the 

analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of the companies mentioned herein 

or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect to company/ies 

mentioned herein or inconsistent with any recommendation and related information and opinions. United Securities LLC and affiliates may seek to provide or have engaged in providing 

corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or in the past. 
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This recommendation is used for stocks whose current market price

offers a discount to our 12-Month target price and has an upside

potential between 0% to 10%

Buy This recommendation is used for stocks whose current market price

offers a discount to our 12-Month target price and has an upside

potential between 10% to 20%

Not rated This recommendation used for stocks which does not form part of

Coverage Universe

Sell

Rating History

2-Aug-11 We recommended a BUY on the stock with a target price of RO

2.640, an upside of 12%  (CMP-2.362)

 Rating Criteria and Definitions

Strong Sell This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside

side potential in excess of 20%

Rating DefinitionsRating 

Hold

This recommendation is used for stocks whose current market price

offers a deep discount to our 12-Month target price and has an

upside potential in excess of 20%

Strong Buy

This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside

side potential between -10% to -20%

Neutral This recommendation is used for stocks whose current market price

offers a premium to our 12-Month target price and has a downside

side potential between 0% to -10%
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