ACWA Power Co.
Power and Utilities dJlodlunaalyl

ACWA AB: Saudi Arabia o e s
7 March 2024 alrajhicapital

Research Department
US$56.46bn 29.41% US$25.83mn Mazen AlSudairi, CFA, CMT

Market Cap. Free Float Avg. Daily Value traded Tel +966 11 836 5468, alsudairim@alrajhi-capital.com

ACWA Power Co.

Neutral TP raised to SAR275/sh, Maintain Neutral

Price Target (SAR): 275.0

Current (6" March 2024): 289.60
Upside/Downside: 4.9% below current

ACWA Power, a critical infrastructure player in KSA reported robust sequential
performance in Q4 2023 registering an increase of 17% on a g-o-q basis. The strong
performance in the services segment acted as a major catalyst for the solid revenues
during the quarter. Higher contribution from the operation & maintenance fees and

Valuation Multiples 23 24E 25E development & construction revenues spearheaded revenue growth for the company.
P/E (x) 127.4 1039 72.6 The renewable portfolio now constitutes 44% of the gross power capacity for the
P/B (x) 10.2 9.4 8.4 company in contrast to 39% as of FY22. Bulk of the growth in the gross power portfolio

came through the renewable energy in FY23 supported by Saudi Government’s thrust
on green energy. ACWA Power, being a dominant player in the industry, is positioned
to secure bids for a large share of the prospective renewable energy projects in the
Kingdom. Moreover, the strategic framework with PIF also aligns well for the company.
Major Shareholders % Ownership We reiterate from our last note that KSA will be a cornerstone of growth for the
company. Furthermore, ACWA Power’s focus on expanding the geographical footprint
shall augur well for the company in the long term. The stock has rallied significantly
post declaring Q4 earnings and this can be attributed to the market’s expectation of
positive announcement from the potential pipeline in China. Currently, the company is
conducting due diligence on 5-8 identified projects in China. However, at the current
juncture, we cannot quantify the project pipeline in China and hence have not
Price Performance YID 3M 1M incorporated those metrics in our financial projections. Additionally, we have been
conservative in factoring in the renewable energy target (59GW) for Saudi Arabia as

Public Investment Fund 44.16
Vision Invest Co. 22.75

Absolute 12.7% 28.9% 19.1% the revised targets for green energy (pegged at 130 GW by 2030) has not yet been
Relative to TASI 7.7% 16.5% 15.0% confirmed. Any material development in this respect shall lead to a significant
advantage for the company. Post updating FY23 financials, we increase our target for
the company from the earlier TP of SAR257/sh to SAR275/sh implying a “Neutral”
Earnings rating.
(SARmn) 2023 2024E 2025E Q4 2023 Results: ACWA Power reported Q4 2023 revenues at SAR1,810mn,
Revenue 6,095 7,301 8,249 registering a 15% y-o-y increase driven by an improvement in O&M fees from new
Revenue growth  15.5% 19.8% 13.0% projects as well as the contribution from existing projects. The robust number of
Gross profit 3,495 4,145 4,738 financial closes (12 financial closes achieved in FY23) aided the notable growth in the
Gross margin 57.3% 56.8% 57.4% development and operation fees. Consequently, the gross margins came in at 62%
EBIT 2,984 3,667 4,633 supported by higher revenues. Overall, the bottom-line grew by 45.7% g-0-q backed
EBIT margin 49.0% 50.2% 56.2%% by revenues from new units online and higher development costs. However, net profit
EBITDA 3,447 4,241 5,228 rgglstgred a fall of 11.7% y-o-y .to SAR5§Omn, f’;md thl? can be ascertal.ned to hlgher
. financing burden and lower capital recycling gains besides lower other income in Q4
EBITDA margin 56.5% 58.1% 63.4% 2023. Therefore, Net Profit margins came in at 32%.
Net profit 1,662 2,038 2,918
Net margin 27.3% 27.9% 35.4%
EPS 23 28 4.0 Figure 1 Earnings Summary Q4 2023
SARmMnN Q4 2023 Q32023 Q4 2022 % chg y-o-y % chg g-o0-q
DPS 05 0.5 0.5 Revenue 1,810 1,542 1,568 15% 17%
P/E (current) 127.4x 103.9x 72.6X Gross Profit 1122 877 916 23% 28%
P/E (target) 121.2x 98.8x 69.0x Gross Margin 62.0% 56.9% 58.4%
ROE 8.0% 9.1% 11.6% Operating Profit 877 822 566 55% 7%
Source: Company data, Al Rajhi Capital Operating Margin 48.5% 53.3% 36.1%
Net Profit 580 398 656 -12% 46%
Net Margin 32.0% 25.8% 41.9%

Source: Company data, Al Rajhi Capital
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Valuations: We value the company based on a blend of DCF and relative valuation methodology
(EV/Asset). The DCF approach, based on a 5.0% terminal growth rate and 7.34% WACC implies
a target price of SAR246/sh. Using the EV/Asset approach and assuming the gross power
capacity (currently 55GW) to be a proxy for asset, we arrive at a target price of SAR304/sh
implying a premium of 22% on the average EV/GW for similar European peers. An equally
weighted mix of both the approaches implies a TP of SAR275/sh. Thus, we initiate coverage of
the stock assigning a “Neutral” rating implying a downside of 4.9% at the current price.

Risks: The key downside risks to our valuation assumptions are delayed project execution
leading to setback in earnings, slower than expected rollout of renewable energy pipeline in KSA
and any unfavourable regulatory changes.

Financials

Please see penultimate page for additional important disclosures. Al Rajhi Capital (Al Rajhi) is a foreign broker-dealer unregistered in the USA. Al Rajhi research is
prepared by research analysts who are not registered in the USA.
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Figure 2 Income Statement Figure 3  Balance Sheet
(SAR mn) 2023 2024E 2025E (SAR mn) 2023 2024E 2025E
Sales 6,095 7,301 8,249 Assets
Property and Equipment 10,292 10,320 10,387
Cost of Sales (2.600) (3.156) (3.511) Intangible assets 2,047 2,057 2,069
% of revenues 42.7% 43.2% 42.6% Equity accounted investees 15,873 16,667 17,500
Gross Income 3,495 4,145 4,738 Net invetsment in finance lease 11,234 11,234 11,234
General and Administrative expenses (1,306) (1,395) (1,483) Deferred tax asset 153 153 153
Share in net results of equity accounted inves 245 335 798 Fair value of derivatives 755 755 755
Other operating income 550 581 581 Other assets 380 380 380
ECL Provision () 0 0 Total non-current assets 40,736 41,567 42,479
Operating Income 2,984 3,667 4,633 nventories 479 %62 625
Net invetsment in finance lease 382 382 382
Financial costs (1.475) (1.662) (1.621) Fair value of derivatives 88 88 88
Other income/ expenses 326 326 326 Due from related parties 1,356 803 825
Profit before tax 1,835 2,331 3,338 Accounts receivables, prepayments and other receivables 3,215 3,601 4,294
Zakat & Tax (54) (187) (267) Short term investments 1,218 1,218 1,218
Net Profit Before Unusual ltems 1,781 2,145 3,071 Cash and cash equivalents 4,741 7,499 10,932
Income from discontinued opertaions (10) 0 0 Assets held for sale 2,803 2,803 2,803
Non-controlling interest 110) o7) (154) Total current Assets 14,282 16,956 21,168
Total assets 55,018 58,523 63,647
Net Income 1,662 2,038 2,918
EPS (SAR/sh) 2.27 2.79 3.99 Liabilities
Long term financing and funding facilties 23,550 25,337 27,193
Due to related parties 855 855 855
Equity accounted investees 623 623 623
Fair value of derivatives 63 63 63
Deferred tax liability 163 163 163
Deferred revenue 140 140 140
Employee benefit obligations 211 219 227
Other liabilities 768 768 768
Total non-current liabilities 26,373 28,168 30,032
Accounts payable, accruals, and other financial liabilities 3,149 3,026 3,559
Short term financing facilities 317 341 366
Current portion of long term financing and funding facilities 1,613 1,613 1,613
Due to related parties 79 96 107
Zakat and taxation 194 194 194
Liabilities associated with held for sale 2,584 2,584 2,584
Total current liabilities 7,937 7,855 8,424
Shareholders' equity
Share capital 7,134 7,134 7,134
Share premium 5,336 5,336 5,336
Other reserves 2,073 2,073 2,073
Statutory reserve 1,039 1,039 1,039
Retained earnings 3,247 4,931 7,469
Non controlling interest 1,551 1,658 1,812
Proposed Dividend 329 329 329
Total equity 20,709 22,500 25,191
Total liabilities 55,018 58,523 63,647
Source: Company Data, Al Rajhi Capital Source: Company Data, Al Rajhi Capital
Figure 4 Cash Flow Statement Figure 5 Key Ratios
Key metrics 2023 2024E 2025E
(SAR mn) 2023 2024E 2025E -
Cash from operations 3,344.9 4,367.3 5,060.6 Current ratio 1.8x 2:2x
Cash from investing 84084  -1,4053  -1,507.0 Gross margin (%) 57.3% 56.8% 57.4%
Cash from financing 3,758.1 -203.6 -120.7 EBITDA margin (%) 56.5% 58.1% 63.4%
Net change in cash and cash equivalents -1,305.4 2,758.4 3,432.9 Operating margin (%) 49.0% 50.2% 56.2%
Cash and cash equivalents, end of the period  4,740.9 7,499.3 10,932.2 Net margin (%) 27.3% 27.9% 35.4%
ROA 3.0% 3.5% 4.6%
ROE 8.0% 9.1% 11.6%

Source: Company Data, Al Rajhi Capital

Source: Company Data, Al Rajhi Capital

Disclosures: Please refer to the important disclosures at the back of this report.
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IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia. Al Rajhi is not a registered broker-dealer in the United States and, therefore, is not subject to
U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from

registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).
Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments through Al Rajhi.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory Authority (“FINRA”) and, therefore, may not be subject to applicable restrictions

under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research analyst account.
Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the specific investment objectives, financial situation or particular needs of any
specific recipient, even if sent only to a single recipient. This research report is not guaranteed to be a complete statement or summary of any securities, markets, reports or developments referred to in this research report.
Neither Al Rajhi nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research report or lack of care in this research

report’s preparation or publication, or any losses or damages which may arise from the use of this research report.
Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of Al Rajhi.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the
regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards and

regulatory requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have

a positive or adverse effect on the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al Rajhi with respect to future performance. Income from investments may fluctuate. The price
or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may become

outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent of Al Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in
this respect. This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi Capital’s clients and may not be redistributed,
retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not to redistribute,
retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such information by Al Rajhi Capital. The information contained was obtained from various
public sources believed to be reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information provided and Al Rajhi Capital does not
represent that the information content of this document is complete, or free from any error, not misleading, or fit for any particular purpose. This research document provides general information only. Neither the information nor
any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to such securities or investments. It is not intended to provide personal investment

advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended in this document and should understand that
statements regarding future prospects may not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value of such securities and investments may rise
or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its
officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or short positions in securities, warrants, futures, options,
derivatives, or other financial instruments. Al Rajhi Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business from, any company mentioned in this
research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information

contained in this research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to update the information in this research document. Neither the whole nor any
part of this research document may be altered, duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any person or entity who is a
citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any

registration or licensing requirement within such jurisdiction.

Disclosures: Please refer to the important disclosures at the back of this report.
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Disclaimer and additional disclosures for Equity Research
Disclaimer

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted
or disclosed, in whole or in part, or in any form or manner, without the express written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not to redistribute, retransmit, or
disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such information by Al Rajhi Capital. The information contained was obtained from various public
sources believed to be reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information provided and Al Rajhi Capital does not
represent that the information content of this document is complete, or free from any error, not misleading, or fit for any particular purpose. This research document provides general information only. Neither the information nor
any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other investment products related to such securities or investments. It is not intended to provide personal investment

advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment strategies discussed or recommended in this document and should understand that
statements regarding future prospects may not be realized. Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value of such securities and investments may rise
or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its
officers or one or more of its affiliates (including research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or short positions in securities, warrants, futures, options,
derivatives, or other financial instruments. Al Rajhi Capital or its affiliates may from time to time perform investment banking or other services for, solicit investment banking or other business from, any company mentioned in this
research document. Al Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect or consequential loss or damages that may arise, directly or indirectly, from any use of the information

contained in this research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to update the information in this research document. Neither the whole nor any
part of this research document may be altered, duplicated, transmitted or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any person or entity who is a
citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any

registration or licensing requirement within such jurisdiction.

Explanation of Al Rajhi Capital’s rating system

Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage except financial stocks and those few other companies not compliant with Islamic Shariah law:
"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 12 month time horizon.

"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share price on a 12 month time horizon.

"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on a 12 month time horizon.

"Target price": We estimate target value per share for every stock we cover. This is normally based on widely accepted methods appropriate to the stock or sector under consideration, e.g. DCF (discounted cash flow) or SoTP (sum

of the parts) analysis.
Please note that the achievement of any price target may be impeded by general market and economic trends and other external factors, or if a company’s profits or operating performance exceed or fall short of our expectations.
Contact us

Mazen AlSudairi, CFA, CMT

Head of Research

Tel : +966 11 836 5468

Email: alsudairim@alrajhi-capital.com

Al Rajhi Capital

Research Department

Head Office, King Fahad Road

P.O. Box 5561, Riyadh 11432

Kingdom of Saudi Arabia

Email: research@alrajhi-capital.com

Al Rajhi Capital is licensed by the Saudi Arabian Capital Market Authority, License No. 07068/37

Disclosures: Please refer to the important disclosures at the back of this report.
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