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UAE Equity Research Sector: Utility Market: DFM

National Central Cooling Company (Tabreed)

Current Price Target Price Upside/Downside (%)

AED 2.42 AED 3.65

2Q26 Net Profit lower than our estimate

e Revenue remained broadly stable at AED 642 Mn in 2Q26 compared to 2Q25, as higher Value Chain
Business revenue offset the decline in Supply of Chilled Water revenue.

e Gross profit declined 3.4% YQY to AED 286 Mn in 2Q26, while gross profit margin contracted 153 bps YOY
to 44.6%, mainly due to higher operating costs.

e Administrative and other expenses increased 27.9% YOQOY to AED 81 Mn in 2Q26.

e EBITDA declined 5.7% YOY to AED 330 Mn in 2Q26, with EBITDA margin contracting 310 bps YOY to
51.4%.

e Operating profit declined 11.9% YOY to AED 205 Mn in 2Q26, similarly operating profit margin declined
430 bps YOY to 31.9% in 2Q26.

e Finance costs increased 13.9% YOY to AED 76 Mn in 2Q26, while finance income declined to AED 5 Mn in
2Q26 from AED 8 Mn in 2Q25.

e Other gains & losses were negative AED 2 Mn in 2Q26, compared to positive AED 5 Mn in 2Q25.

e Share of associates and JVs declined 25.6% YOY to AED 5 Mn in 2Q26, primarily reflecting the temporary
negative contribution from the PAL Cooling acquisition.

e Income tax expense declined 12.8% YQY to AED 14 Mn in 2Q26. Share of NCI increased 1.8% YOQY to
AED 9 Mn in 2Q26.

¢ Net profit attributable to equity shareholders declined 28.7% YOY to AED 114 Mn in 2Q26, due to higher
operating and finance costs, lower finance income and contribution from associates and JVs, and other
losses.

Earnings Call Summary

e Total connected capacity increased 15.5% YOY to 1.58 Mn RT in 1H26, with nearly 212K RT added over
the last 12 months, including 191K RT from the PAL Cooling acquisition and 21K RT of organic additions.

e 1H26 organic capacity additions were lower due to the phasing of customer projects, with some handover
dates shifting to later periods as development schedules changed, although the projects are expected to
be delivered over time.

e Consumption declined 2.3% YOY in 1H26, while 2Q26 consumption was affected by milder weather, with
April temperatures around 20% lower YOY and May around 5% lower YOY, before June returned to normal
levels.

e PAL Cooling currently has 191K RT of connected capacity against 600k RT of full concession potential,
with the near-term negative contribution to JV results mainly due to acquisition debt funding and higher
depreciation and amortisation of contract-related intangibles.

e New concessions and acquisitions could add c. 1 Mn RT of capacity, with roughly half expected to be
connected over the next five to seven years and the remainder thereafter.

e Tabreed expects the secured pipeline to support medium-term capacity growth of 3-5% p.a., with the
pipeline predominantly concentrated in the UAE.

e PAL Cooling is expected to become increasingly accretive as connected capacity and utilization increase.
Management noted that the asset is currently negatively contributing to JV results due to acquisition debt
funding and higher depreciation and amortization of contract-related intangibles, although performance
is tracking ahead of the original investment case.

e The Company revised 2026 organic capacity growth guidance to c. 1%, while maintaining 3-5% p.a.
growth for 2027-28, reflecting the timing of customer projects.
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¢ Organic capex guidance remains at AED 200-300 Mn p.a. despite lower near-term capacity additions, as
investments are planned with a long-term rather than short-term horizon.

e EBITDA margin guidance was revised to c. 50%, reflecting inflationary cost pressures.

e Finance costs increased 13.9% YQOY to AED 76 Mn in 2Q26, mainly due to higher debt and refinancing at
prevailing market rates, with the increase described as a one-time rebasing.

e Net debt-to-EBITDA improved to 4.57x in 1H26, with no significant debt maturities expected over the
next 12 months, while Tabreed continues to maintain investment-grade ratings from Moody’s and Fitch.

e Tabreed approved an interim dividend of 5.0 fils per share for 1H26. The reduction in the interim dividend
from 6.5 fils per share for 1H25 to 5.0 fils per share for 1H26 was intended to preserve flexibility for
growth and investment opportunities, while balancing shareholder returns and maintaining the Company’s
investment-grade credit profile.

e The Company stated its plan to maintain its interim dividend policy, while balancing shareholder returns
with the need to preserve flexibility for growth investments and maintain its investment-grade credit
profile.

e Tabreed highlighted a strong pipeline of contracted capacity, with a significant portion already secured
through long-term customer agreements, supporting future revenue growth.

e The Company stated that it continues to see growth opportunities across the UAE and wider GCC,
supported by population growth, infrastructure investment, net-zero emissions and ongoing real estate
development.

Tabreed - P&L

AED Mn 2Q25 1Q26 2Q26 2Q26F Var YOYCh QOQCh
Revenue 642 486 642 653 -1.7% 0.0% 32.2%
Operating costs -346 -244 -356 -346 2.8% 2.8% 45.9%
Gross profit 296 242 286 307 -6.9% -3.4% 18.3%
Impairment provision for trade receivables 0 0 0 0 NM NM NM
Administrative and other expenses -64 -81 -81 -69 18.8% 27.9% 0.7%
EBITDA 350 285 330 356 -7.4% -5.7% 15.8%
Operating profit/ EBIT 232 161 205 239 -14.2% -11.9% 27.1%
Finance costs -67 -76 -76 -71 6.5% 13.9% -0.6%
Finance income 8 5 5 8 -38.2% -36.8% -1.4%
Other gains and losses 5 1 -2 1 -205.1% -132.6% -343.4%
Share of associates & JV 6 3 5 18 -73.2% -25.6% 88.3%
Profit before tax 185 93 137 195 -29.7% -25.8% 47.4%
Tax expense -16 -8 -14 -16 -12.5% -12.8% 66.1%
Profit before NCI 169 85 123 179 -31.2% -27.1% 45.6%
Non-controlling interest 9 6 9 11 -12.1% 1.8% 47.8%

-loss) for the period
FABS estimate & Co Data
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Management Guidance (2026-2028):

Capacity Growth p.a.!

2026: ~1%

2027-28: 3% - 5%

Organic Capex p.a.

200-300
AED m

EBITDA Margin

~50%

Maintain
Investment

Grade cCredit
Rating
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Research Rating Methodology:

Rating Upside/Downside potential
BUY Higher than +15%
ACCUMULATE Between +10% to +15%
HOLD Lower than +10% to -5%
REDUCE Between -5% to -15%

SELL Lower than -15%

FAB Securities Contacts:
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Sales & Execution
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DISCLAIMER

This report has been prepared by FAB Securities (FABS), which is authorized by the UAE Securities and Commodities Authority,
licensing registration number 604002, and is a member of the Abu Dhabi Securities Exchange and Dubai Financial Market. The
information, opinions and materials contained in this report are provided for information purposes only and are not to be used,
construed, or considered as an offer or the solicitation of an offer or recommendation to sell or to buy or to subscribe for any
investment security or other financial instrument. The information, opinions and material in this report have been obtained
and derived from publicly available information and other sources considered reliable without being independently verified for
their accuracy or completeness. FABS gives no representation or warranty, express or implied, as to the accuracy and
completeness of information and opinions expressed in this report. Opinions expressed are current as of the original publication
date appearing on the report only and the information, including the opinions contained herein, are subject to change without
notice. FABS is under no obligation to update this report. The investments referred to in this report might not be suitable for
all recipients. Recipients should not base their investment decisions on this report and should make their own investigations,
and obtain independent advice, as appropriate. Any loss or other consequences arising from the uses of material contained in
this report shall be the sole and exclusive responsibility of the recipient and FABS accepts no liability for any such loss or
consequence. The value of any investment could fall as well as rise and the investor may receive less than the original amount
invested. Some investments mentioned in this report might not be liquid investments, which could be difficult to realise in cash.
Some investments discussed in this report could be characterised by high level of volatility, which might result in loss. FABS
owns the intellectual property rights and any other material contained in this report. No part of this report may be reproduced,
utilised or modified in any form either in whole or in part or by any electronic, mechanical or other means, now known or
hereafter invented, including photocopying and recording, or stored in any retrieval system without the prior consent of FABS
in writing. While utmost care has been taken to ensure that the information provided is accurate and correct, neither FABS, nor
its employees shall, in any way, be responsible for the contents. By accepting this document, the recipient agrees he/she has
read the above disclaimer and to be bound by the foregoing limitations/restrictions.
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