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Credit Highlights

Overview
Key strengths Key risks 

High-profile customer base, including Qatari government-related 
entities (GREs), and access to international service providers.

Limited scale compared to rated peers, with revenue of Qatari riyal 
(QAR) 284 million and EBITDA of QAR32.7 million in 2021. 

Flexible cost structure, with direct costs of about 80% of total sales, 
and a backlog of more than 2.5x 2021 revenue on Jan. 1, 2022, providing 
good earnings visibility.

Exposure to a highly competitive and fragmented market environment, 
which could weaken future profitability.

Minimal capital expenditure (capex) requirements, which supports 
strong credit metrics, with S&P Global Ratings-adjusted debt to 
EBITDA that we expect to remain below 2.0x over the next 12-24 
months. 

Geographical concentration in Qatar, where the company generates 
100% of its revenue.

Recurring working capital swings, given the predominance of 
government-related and quasi government entities in the client base.

Sizable dividends, with a pay-out ratio of 50%-60% of net income.

S&P Global Ratings expects Mekdam Holding Group (Mekdam)'s longer backlog to be balanced by lower profitability as the 
competitive landscape intensifies. Mekdam’s strong backlog will continue to support its earnings visibility, at more than 2.5x 2021 
revenue on Jan. 1, 2022. We have adjusted our base case to reflect the increasingly competitive landscape, particularly for Mekdam 
Technology (71% of 2021 revenue). To maintain market share in an increasingly competitive landscape, the company has lowered its 
prices. This resulted in lower profitability for the technology segment in 2021, with an EBITDA margin of about 5%, compared with 
12% in 2020. We anticipate that the company’s access to international service providers, coupled with its track record of working with 
Qatari GREs such as Qatar Energy (AA-/Stable/--), will preserve market share but dilute profitability. As a result, we now anticipate 
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that Mekdam's EBITDA margins will average about 10% on an S&P Global Ratings-adjusted basis in 2022-2024, compared with 
11.5% in 2021 and 15.9% in 2020.

Minimal capex, despite a sizable dividend pay-out, should support the credit metrics. Under our revised base case, we exclude the 
QAR60 million–QAR65 million planned investment for the construction of the Lusail tower in Qatar, since we understand that this is 
now on hold. As a result, and despite a sizable dividend pay-out ratio of 50%-60% of the previous year’s net income, we expect the 
company to continue to benefit from strong credit metrics. In particular, we anticipate that Mekdam's adjusted leverage will remain 
below 2.0x in 2022-2024.

The rating is constrained by what we see as Mekdam's limited scale and diversification. Our assessment is balanced by the highly 
fragmented industries in which Mekdam operates, its 100% concentration on the Qatari market, and limited scale (about $80 million 
revenue in 2021) compared with peers such as Manpower ($21 billion; BBB/Stable/---), Securitas AB ($12 billion; BBB/Watch Neg/A-
2); and Sprie ($20 billion; BB/Negative/--), which are also more geographically diversified. Although the customer base is granular, with 
no customer representing more than 10% of consolidated revenue, we note a predominance of government-related and quasi 
government entities, which, in our view, could put pressure on working capital management. As a result, we believe that a material 
improvement in scale and profitability, alongside a track record of operating efficiency and minimal working capital swings, could be 
beneficial for the rating.

Our Base-Case Scenario
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Assumptions

• Real domestic GDP growth in Qatar of about 1.5%-2.0% in 2022 and 2023.

• Consumer price index inflation in Qatar of 2.0%-2.5% in 2022 and 2023.
• An increase in revenue of 35%-40% in 2022, driven in particular by Mekdam Technology’s backlog and continued contract 

awards in line with a focus on increasing the number of contracts. We expect revenue to normalize and increase about 0.5%-
1.0% in 2023, in line with macroeconomic trends in Qatar. 

• A decline in adjusted EBITDA margins to about 10.0% in 2022-2024, compared to 11.5% in 2021 and 15.9% in 2020. We now 
expect the increasingly competitive environment to result in a change in strategy, particularly at Mekdam Technology, to balance 
lower prices with potential new and existing contracts. 

• Minimal capex of QAR1 million-QAR2 million per year, less than 1% of consolidated revenue, and in line with historical trends. We 
exclude investment costs of about QAR60 million-QAR65 million for construction of the company's head office in Lusail, since we 
understand the project has been put on hold for now. 

• A working capital inflow of QAR15 million-QAR20 million in 2022, in line with increasing revenue, before starting to decrease in 
2023.  

• Dividends of QAR17 million–QAR22 million in the coming two years, translating into a pay-out ratio of 50%-60% of the previous 
year’s net income.

• No planned acquisitions.

Key metrics

Mekdam --Key Metrics*

Mil. $ 2020a 2021a 2022e 2023f

Revenue growth (%) (17.6) 68.5 35-40 0-1

EBITDA 26.8 32.7 35-40 35-40

EBITDA margin (%) 15.9 11.5 9-10 9-10

Debt to EBITDA (x) 0.9 1.4 0.5-1 0.5-1

DCF to debt (%) 60.8 Negative >100 90-100

*All figures adjusted by S&P Global Ratings. a--Actual. e--Estimate. f--Forecast. 

Our base case points to strong credit metrics despite declining profitability. Despite lowering our profitability expectation to an 
EBITDA margin of about 10% on an adjusted basis, we continue to expect adjusted leverage below 2.0x. This is mainly thanks to 
minimal capex requirements now that the construction of the head office tower is on hold. 
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Company Description
Mekdam is a Qatari-based limited liability company established in 2017. The company operates mainly through three wholly owned 
subsidiaries:

• Mekdam Technology (71% of 2021 revenue; 31% of 2021 reported EBITDA), which is a one-stop integrator of more than 65 
different systems spanning information communication technology, audio-visual, safety and security, services and 
maintenance, engineering, and mobile telephony products.

• Mekdam Technical Services (23% of 2021 revenue; 35% of 2021 reported EBITDA), which provides manpower outsourcing 
and recruitment services, with expertise across various sectors including oil and gas, IT, and health care.

• Mekdam CAMS (6% of 2021 revenue; 33% of 2021 reported EBITDA), which offers a centralized alarm-monitoring system 
across Qatar, with more than 4,000 active connections. It has something of an exclusivity, with connectivity to the national 
command center (NCC) grid, including 100% coverage of malls, exchanges, schools, petrol stations, hotels, and The Pearl 
City. We understand this is tailor-made software in collaboration with the Ministry of Interior, Civil Defense, and the NCC.

In 2021, Mekdam generated QAR284.3 million of revenue and QAR32.7 million of EBITDA on an adjusted basis.
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Peer Comparison
Mekdam has a good track record with Qatari GREs and access to international suppliers, which could increase its attractiveness in 
the Qatari market. However, we see the market as highly fragmented, with increasing competition. Given its 100% concentration in 
Qatar and revenue of less than $100 million, Mekdam is smaller in scale and diversification than its rated peers. 

Mekdam Holding Group--Peer Comparisons   
 

Mekdam Holding 
Group

Spie SA
ManpowerGroup 

Inc.
Securitas AB

Foreign currency issuer credit rating -- BB/Stable/-- BBB/Stable/-- BBB/Watch Neg/A-2

Local currency issuer credit rating -- BB/Stable/-- BBB/Stable/-- BBB/Watch Neg/A-2

Period Annual Annual Annual Annual

Period ending 2021-12-31 2021-12-31 2021-12-31 2020-12-31

Thsnd. QAR QAR QAR QAR

Revenue 284,265 28,958,328 75,445,624 47,853,741 

EBITDA 32,744 2,414,812 3,049,220 3,030,699 

Funds from operations (FFO) 32,305 1,925,038 3,010,877 2,387,501 

Interest 439 291,037 38,343 245,577 

Cash interest paid 439 241,237 38,343 261,091 

Operating cash flow (OCF) (10,090) 1,843,759 2,821,575 3,578,148 

Capital expenditure 1,782 277,022 233,715 778,398 

Free operating cash flow (FOCF) (11,872) 1,566,736 2,587,859 2,799,750 

Discretionary cash flow (DCF) (11,872) 1,185,410 1,326,088 2,023,125 

Cash and short-term investments 5,943 5,135,479 3,086,352 2,092,277 

Gross available cash 5,943 5,135,479 3,086,352 2,047,949 

Debt 47,252 8,589,616 3,345,606 6,812,312 

Equity 88,379 6,966,945 9,216,464 7,849,141 

EBITDA margin (%) 11.5 8.3 4.0 6.3 

Return on capital (%) 28.5 8.6 18.7 10.8 

EBITDA interest coverage (x) 74.6 8.3 79.5 12.3 

FFO cash interest coverage (x) 74.6 9.0 79.5 10.1 

Debt/EBITDA (x) 1.4 3.6 1.1 2.2 

FFO/debt (%) 68.4 22.4 90.0 35.0 

OCF/debt (%) (21.4) 21.5 84.3 52.5 

FOCF/debt (%) (25.1) 18.2 77.4 41.1 

DCF/debt (%) (25.1) 13.8 39.6 29.7 

Business Risk
Our assessment of Mekdam’s business risk profile reflects the company’s participation in competitive and highly fragmented 
industries; its limited geographical diversification, with 100% concentration on the Qatari market; and its limited scale, with about $80 
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million in revenue in 2021. Additionally, despite its granular customer base, with no customer representing more than 10% of 
consolidated revenue, we believe that Mekdam relies significantly on contributions from government-related and quasi government 
entities, especially in the Technology and Technical Services divisions, which, in our view, could put pressure on working capital 
management. 

However, we view positively Mekdam’s leading market position in Qatar through its Technology, Technical Services, and CAMS 
divisions. Mekdam also has strong partnerships with international system providers such as Cisco and a good track record with Qatari 
GREs as recurring customers, for example, Qatar Energy. 

Furthermore, with a revenue backlog averaging QAR700 million as of January 2022, we see good earnings visibility and growth 
prospects. Mekdam has been introducing new services and exploring opportunities to expand its customer base in new sectors. We 
also take into account Mekdam's highly flexible cost structure, with direct costs representing about 80% of total sales, although this 
does not translate into above-average profitability due to the pricing pressure in the market. Therefore, we expect that Mekdam's 
profitability will range between 9% and 10% over the next 12 months-18 months, compared to 11.5% in 2021.  
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Financial Risk
Our financial risk assessment for Mekdam reflects our expectation that the company will maintain its strong leverage metrics, with 
average debt to EBITDA below 1x in 2022-2024 on an adjusted basis. The company has minimal capex requirements of QAR1 million-
QAR2 million annually, translating into less than 1% of total sales. Additionally, Mekdam has put on hold its new head-office building 
project for the coming five years, which significantly reduces the pressure we expect on free operating cash flow generation. However, 
we still believe that Mekdam’s high pay-out ratio of 50%-60% of the previous year’s net income could weigh on discretionary cash flow.

Debt maturities

As of Dec. 31, 2021:

• 2022: QAR25.1 million
• 2023: QAR 3.6 million
• 2024: QAR 1.5 million
• Thereafter: Nil

Financial summary

Period ending Dec-31-2020 Dec-31-2021

Reporting period 2020a 2021a

Display currency (mil.) QAR QAR

Revenues 169 284 

EBITDA 27 33 

Funds from operations (FFO) 26 32 

Interest expense 1 0 

Cash interest paid 1 0 

Operating cash flow (OCF) 57 (10)

Capital expenditure 3 2 

Free operating cash flow (FOCF) 54 (12)

Discretionary cash flow (DCF) 15 (12)

Cash and short-term investments 10 6 

Gross available cash 15 6 

Debt 25 47 

Common equity 60 88 

Adjusted ratios   

EBITDA margin (%) 15.9 11.5 

Return on capital (%) 25.9 28.5 

EBITDA interest coverage (x) 22.6 74.6 

FFO cash interest coverage (x) 22.6 74.6 

Debt/EBITDA (x) 0.9 1.4 

FFO/debt (%) 104.5 68.4 

OCF/debt (%) 233.1 (21.4)

FOCF/debt (%) 222.0 (25.1)
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DCF/debt (%) 60.8 (25.1)

Reconciliation Of Mekdam Holding Group Reported Amounts With S&P Global Adjusted Amounts (Thsnds. QAR)
 

Debt
Shareholder 

equity Revenue EBITDA
Operating 

income
Interest 
expense

S&PGR 
adjusted
EBITDA

Operating 
cash flow Dividends

Capital 
expenditure

Financial year Dec-31-2021  
Company 
reported 
amounts

30,183 88,379 284,265 32,744 31,371 439 32,744 (10,090) 0 1,782 

Lease liabilities 2,994 - - - - - - - - -

Incremental 
lease liabilities

1,300 - - 0 0 0 0 0 - -

Postretirement 
benefit 
obligations/
deferred 
compensation

3,526 - - 0 0 0 - - - -

Debt: other 9,249 - - - - - - - - -

Total adjustments 17,070 0 0 0 0 0 (439) 0 0 0 

S&P Global 
Ratings adjusted Debt Equity Revenue EBITDA EBIT

Interest 
expense

Funds from 
Operations

Operating 
cash flow Dividends

Capital 
expenditure

 47,252 88,379 284,265 32,744 31,371 439 32,305 (10,090) 0 1,782 

Liquidity
We assess Mekdam’s liquidity as adequate, with sources covering uses by more than 1.2x in the 12 months from Jan. 1, 2022. The 
liquidity assessment is supported by Mekdam’s strong relationship with Qatari banks, low leverage, and prudent working capital 
management.

Principal liquidity sources

• Nonrestricted cash and cash equivalents of about 
QAR5.9 million.

• Cash funds from operations of about QAR35 million-
QAR40 million

• A working capital release of QAR15 million-QAR20 
million.

Principal liquidity uses

• Our estimate of maintenance capex of about QAR1 
million-QAR2 million.

• Annual dividends of QAR18 million.
• Debt maturities of about QAR25.1 million.

Covenant Analysis
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Compliance expectations

As of Dec. 31, 2021, Mekdam was compliant with the two covenants below. We forecast adequate headroom in our base case.

Requirements

The company has two bank covenants--one stipulating a minimum liquidity ratio of 1.0x and the other stipulating a maximum ratio of 
debt to equity of 3 to 1.

Environmental, Social, And Governance

Our credit rating analysis of Mekdam is constrained by governance factors, in particular our assessment of the board's effectiveness 
when compared with global peers. This is due to the relatively small scale of the business and the composition of some of the 
committees, such as the investment committee. Two of three committee members are nonindependent, although we understand that 
it is not a mandatory governance requirement to have independent board members. We expect governance and transparency to 
improve thanks to the company's listing on the Venture Market of the Qatar Stock Exchange in July 2021.

Rating Component Scores
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Rating Component Scores

GCC Regional Scale Rating gcBBB-

Business risk Vulnerable

Country risk Intermediate

Industry risk Intermediate

Competitive position Vulnerable

Financial risk Modest

Cash flow/leverage Modest

Modifiers

Diversification/portfolio effect Neutral

Capital structure Neutral

Financial policy Neutral

Liquidity Adequate

Management and governance Fair

Comparable rating analysis Neutral

Related Criteria

- General Criteria: Group Rating Methodology, July 1, 2019
- Criteria | Corporates | General: Corporate Methodology: Ratios And Adjustments, April 1, 2019
- General Criteria: Methodology For National And Regional Scale Credit Ratings, June 25, 2018
- General Criteria: Methodology For Linking Long-Term And Short-Term Ratings, April 7, 2017
- Criteria | Corporates | General: Methodology And Assumptions: Liquidity Descriptors For Global Corporate Issuers, Dec. 16, 

2014
- General Criteria: Country Risk Assessment Methodology And Assumptions, Nov. 19, 2013
- Criteria | Corporates | General: Corporate Methodology, Nov. 19, 2013
- General Criteria: Methodology: Industry Risk, Nov. 19, 2013
- General Criteria: Methodology: Management And Governance Credit Factors For Corporate Entities, Nov. 13, 2012
- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

Ratings Detail (as of April 07, 2022)*

Mekdam Holding Group

Issuer Credit Rating

Gulf Cooperation Council Regional Scale gcBBB-/--/--

Issuer Credit Ratings History

07-Mar-2021 Gulf Cooperation Council Regional Scale gcBBB-/--/--
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Ratings Detail (as of April 07, 2022)*

*Unless otherwise noted, all ratings in this report are global scale ratings. S&P Global Ratings credit ratings on the global scale are 
comparable across countries. S&P Global Ratings credit ratings on a national scale are relative to obligors or obligations within that 
specific country. Issue and debt ratings could include debt guaranteed by another entity, and rated debt that an entity guarantees.

 

www.spglobal.com/ratingsdirect April 7, 2022       11

Mekdam Holding Group



www.spglobal.com/ratingsdirect April 7, 2022       12

Mekdam Holding Group

STANDARD & POOR’S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor’s Financial Services LLC.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors.
S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com (subscription), and may be distributed through other means,
including via S&P publications and third-party redistributors. Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P
has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for
certain regulatory purposes, S&P reserves the right to assign, withdraw or suspend such acknowledgment at any time and in its sole
discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as
well as any liability for any damage alleged to have been suffered on account thereof.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are
expressed and not statements of fact. S&P’s opinions, analyses and rating acknowledgment decisions (described below) are not
recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any
security. S&P assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making
investment and other business decisions. S&P does not act as a fiduciary or an investment advisor except where registered as such. While
S&P has obtained information from sources it believes to be reliable, S&P does not perform an audit and undertakes no duty of due
diligence or independent verification of any information it receives. Rating-related publications may be published for a variety of reasons
that are not necessarily dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a
credit rating and related analyses.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any
part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or
retrieval system, without the prior written permission of Standard & Poor’s Financial Services LLC or its affiliates (collectively, S&P). The
Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers,
shareholders, employees or agents (collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the
Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, for the results
obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is provided on an “as is”
basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT
THE CONTENT’S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive,
special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of such
damages.

Copyright © 2022 by Standard & Poor’s Financial Services LLC. All rights reserved.


	QSE
	S&P

