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Omar Maher (Moderator)
Good morning, and good afternoon, everyone. This is Omar Maher, EFG Hermes. I'd like to welcome everyone to Presight's 2Q 2026 Results Conference Call. The call will begin with a discussion of the key highlights of the quarter, and this will be followed by a Q&A session. And I will now hand the call over to Roger Tejwani, Senior Director of Investor Relations at Presight. Thank you.
Roger Tejwani (Senior Director, Investor Relations)
Good afternoon, ladies and gentlemen. Thank you for joining us on today's call covering Presight's second quarter 2026 results. As a company at the forefront of applied AI, we felt it was only fitting to present today's strategic and financial highlights through our digital avatars. This innovative solution combines AI-generated speech, digital human technology and enterprise knowledge to demonstrate how we are applying AI in practical ways to enhance communication and deliver a more interactive experience to the investment community.
For your reference, the presentation we are about to run through is available in the Investors section of the company's website at www.presight.ai. Please note that the contents of this call may contain forward-looking statements, which should be considered in conjunction with the disclaimer included in the presentation. I'll now hand it over to our CEO, Thomas.
Thomas Pramotedham (Chief Executive Officer)
Good afternoon, everyone, and thank you for joining us today. In the context of a dynamic regional landscape, our strong second quarter performance operationally and financially speaks to the strength of our execution and the durability of our business model. In the second quarter, revenue grew 36%, EBITDA grew 37% and profit after tax grew 30%. This was our strongest quarter of profit growth since the 15% corporate tax regime came in against a strong comparative period where revenue and EBITDA grew by 53% and 45%, respectively.
And we did that while expanding organic EBITDA margin by 265 basis points. Underneath those numbers is a simple shift in our market. And I want to spend a few minutes on it. Ram will give you a deeper drill down into our financials later. Across our markets, geopolitical developments are reinforcing the strategic importance of digital sovereignty. Governments and enterprises are placing greater emphasis on the resilience and security of critical national infrastructure. AI deployment is shifting toward localized, secure, sovereign-aligned environments.
That plays directly to how we are built. Our competitive advantage extends well beyond stand-alone AI software. We deliver integrated capabilities across the full value chain from digital infrastructure to national-scale data platforms and advanced agentic AI through a localized end-to-end delivery model built for mission-critical and highly regulated environments. That model has already proven at scale here in the UAE, where our solutions are embedded across core government functions spanning public safety, financial resilience, justice modernization, energy management and critical infrastructure.
This quarter, we strengthened that position further. We renewed key national deployments and won new contracts across public safety, security and non-kinetic defense. We expanded our role as an enabler of the UAE's transition to an AI-native government, deploying AI agents across government workflows, decision-making and service delivery. And through our engagement with the Abu Dhabi Chamber of Commerce, we extended our Agentic capabilities to small- and medium-sized enterprises.
Outside of the UAE, international revenue grew 19% in the quarter and 40% for the first half. We deepened our engagements in Kazakhstan, entered the Balkans through Montenegro, opened a new distribution channel in financial services and importantly, AIQ secured its first long-term international contract. Turning now to some of the operational highlights from the quarter. We delivered record domestic order intake of AED 2.5 billion, supported by new contract awards and major platform renewals.
At the federal level, we broadened our capabilities in public safety and security through new contract wins in non-kinetic defense and the renewal of our Lifesaver platform, supporting the UAE's National Crisis and Emergency Authority. In June, we were honored to showcase Presight's AI-native Workforce Lab at the UAE Ministry of Cabinet Affairs Agentic Government Retreat, helping representatives from 24 agencies across the government, energy, finance, public safety and mobility sectors to rapidly build, train, deploy and govern teams of specialist agents using Presight's sovereign-ready AI agentic platform.
In parallel, we continue to deepen our engagement across the Abu Dhabi government ecosystem, renewing our SafeCity platform with our 100% renewal rate across core sovereign deployments, underscoring the mission-critical role our solutions play and the strong value we continue to deliver to our customers as well as supporting the digital transformation of Abu Dhabi Customs and extending our role in next-generation mobility initiatives across the Emirate.
Building on our work with the Abu Dhabi Accountability Authority, we secured a new contract with e& that extends our AI-enabled audit capabilities into the enterprise sector, highlighting the growing momentum behind sovereign AI adoption in the UAE as enterprises increasingly seek control over compute, data locality and consumption economics rather than remaining dependent on third-party frontier model providers. We continue to play a pivotal role in supporting this broader adoption across the economy.
Through our recent engagement with the Abu Dhabi Chamber of Commerce and Industry, we are helping to scale Agentic AI capabilities across more than 100,000 small- and medium-sized entities, enabling them to embed operational intelligence directly into their key workflows.
Looking beyond the UAE, we continue to scale both horizontally and vertically across our priority international markets with nondomestic revenue increasing by 40% during the first half of 2026, the effectiveness of our land-and-expand strategy, where the trust, capabilities and value delivered across recent deployments create pathways into broader government mandates, neighboring markets and new sectors, validates our early market entry approach and reinforces confidence in the long-term growth opportunity from geographic diversification.
In Kazakhstan, following the successful deployment of the landmark Astana Smart City platform, we secured new engagements with both the Ministry of Transport and the Mayor's Office of the City of Almaty. In Almaty, we are collaborating on the design and development of a unified urban operating system that integrates foundational digital infrastructure, including an AI data center with real-time analytics across core city functions, including mobility, public safety and municipal services.
With the Ministry of Transport, we are evaluating the development of a national AI-powered transport intelligence platform to improve the monitoring, management and performance of Kazakhstan's transport network. The same pattern is now emerging in other markets. In the Balkans, our smart city deployment in Albania has progressed into a live engagement in Montenegro on AI-enabled infrastructure and next-generation smart city initiatives as well as preliminary discussions in neighboring Bosnia.
In Angola, the successful execution of the first phase of a national-level public safety deployment has led to advanced discussions on Phase 2 as well as emerging opportunities in other Central African markets. This momentum is also extending beyond government deployments. Our agreement with Banco Santander is a strong example of how AI solutions developed for highly regulated and complex government environments can be successfully scaled to support the distribution of AI-native applications into large enterprise ecosystems.
Turning now to AIQ. During the second quarter, AIQ expanded its role within ADNOC's operating environment, deploying AI-powered video analytics across critical operational areas and signed an agreement in Oman to deploy AI-powered solutions that enhance operational efficiency, improve asset integrity and optimize production performance across the Sultanate upstream sector.
Significant progress was made in AIQ's international growth trajectory, piloting solutions across three new target markets, advancing plans for a joint venture with Egypt's Ministry of Petroleum and Mineral Resources in Egypt and importantly, securing its first long-term international contract with one of India's leading energy and materials companies to deploy AI-enabled computer vision capabilities across its refining and retail operations. This milestone not only broadens the scope of AIQ solutions beyond oil and gas but is also a testament to its ability to scale its solutions beyond the UAE.
Furthermore, we believe the UAE's recent transition toward greater autonomy and oil production, bilateral energy arrangements and supply agreements increases the constructive environment for AIQ with an anticipated increase in investment across upstream and midstream operations, aligning closely with AIQ solutions that enhance production agility, efficiency and cost discipline. We also continue to invest in the future of AI innovation.
Over the last two years, we have developed a differentiated AI innovation platform through the Presight AI Accelerator and the Presight-Shorooq Fund. By identifying and equipping emerging AI companies with the tools to address complex national and industry challenges, we strengthen our pipeline of innovation, broaden our market opportunities and reinforce our position at the forefront of the evolving AI ecosystem.
We have already seen tangible commercial outcomes from this structured pathway. Nodeshift became the first accelerator company to receive investment through the Presight-Shorooq Fund and enter a strategic partnership with Presight, demonstrating how companies can progress from program participation to commercial engagement. Building on the success of Cohort 1, interest in the program continued to accelerate with applications for Cohort 2 increasing more than threefold to over 370 submissions from more than 60 countries.
From this global pipeline, during the second quarter, we selected 12 companies to enter the program. These companies operating across high-potential sectors, including AI inference optimization, AI security, infrastructure inspection, health care and financial intelligence, have collectively raised more than USD 226 million to date at a combined valuation of approximately USD 1.3 billion, reflecting the increasing maturity of program participants. Complementing the accelerator is the Presight-Shorooq Fund, which allows us to selectively invest in the most strategically relevant companies.
Since launch, the fund has completed eight investments across artificial intelligence, robotics, financial intelligence and intelligent infrastructure. One example is Advanced Machine Intelligence Labs, whose recent USD 1 billion funding round at a USD 3.5 billion valuation highlights the caliber of companies within the portfolio. I will now hand over to Ram to take you through the financial highlights.
Ram Meyoor (Chief Financial Officer)
Thank you, Thomas, and good afternoon, everyone. It's a pleasure to be here today to share our progress with you. This was another strong quarter for the business with double-digit growth delivered across all key financial metrics, lapping a particularly strong prior year period that benefited from a full quarter contribution from AIQ. The strong growth in domestic revenue, up by 42% year-on-year, was underpinned by the effective conversion of order backlog, core platform renewals and new contract awards.
AIQ remained a key contributor, accounting for approximately 30% of group revenue, driven by ongoing deployment of its energy AI platform across ADNOC's upstream operations, alongside solid contribution from its Generation 1, 2 and 3 product mix. Complementing this was continued momentum across international markets with multiyear deployments across Kazakhstan, Albania, Jordan and Africa, driving international revenue growth close to 40% for the first half.
EBITDA growth in the second quarter outpaced revenue growth, driven primarily by strong organic revenue growth, combined with stable gross margin and disciplined cost management, which translated into a 265 basis point expansion in organic EBITDA margin. Margin expansion at the group level moderated to 19 basis points, reaching 20.1%, driven mainly by a higher proportion of third-party services in AIQ's quarterly revenue mix.
Second quarter profit after tax delivered our strongest growth rate since the implementation of the 15% corporate tax regime with growth more than twice that recorded in the comparable period last year. From a margin perspective, the 75 basis points moderation to 16.4% reflected mix-driven dilution at AIQ as well as a AED 3.7 million reduction in finance income resulting from the lower interest rate environment, which accounted for approximately 70% of the overall year-on-year margin movement.
Profit after tax attributable to shareholders increased by 33.9% to AED 103.2 million in the second quarter and by 17.9% to AED 219 million for the first half. Looking at the geographic composition of our revenue and order intake. A key pillar of our strategy at IPO was to take best-in-class homegrown Emirati technology to global markets. Over the past three years, our international expansion has been deliberate and disciplined, focused on building a sustainable presence in priority markets rather than pursuing growth for growth's sake.
This progress has been supported by an operating model designed to scale efficiently, deepen customer relationships and enhance the value we deliver to clients. International revenue increased by 19.1% year-on-year in the second quarter and by 39.9% year-on-year for the first half, with international markets now contributing more than a quarter of group revenue, up from less than 7% just two years ago. The transition is noteworthy. Not only does it reflect the growing demand for our solutions beyond the UAE and provide a strong foundation for continued international expansion, it also enhances the quality and resilience of our revenue base.
Aggregate new orders reached AED 2.5 billion in the second quarter and AED 2.9 billion for the first half. While the majority of order intake during the period originated from our domestic market, this should be viewed in the context of several large-scale national program renewals that were awarded during the second quarter. Our international pipeline remains robust, and we expect a number of key opportunities that are currently in advanced stages of engagement to convert during the second half of this year. Turning to some of the key performance indicators that reflect the quality and visibility of our financial framework.
A defining strength of Presight's business model is the high proportion of multiyear contracts which provides strong visibility and support long-term growth planning. During the second quarter, 93.5% of revenue came from multiyear contracts, up from 91.6% in the prior year period. On a first half basis, the contribution remained similarly strong at 94.6% of total revenue. Revenue generated from multiyear engagements grew by 39% year-on-year in quarter two and by 27.9% in the first half, continuing a trend that has seen multiyear contract revenue grow at more than 55% annually over the past two years.
The quality of our revenue is also reflected in the balance between backlog conversion and quick turn revenue generation. During the quarter, 63.2% of revenue was generated from contracts secured in prior periods. On a first half basis, backlog-related revenue represented 72.9% of total revenue compared to 68.7% in the prior year, demonstrating our ability to convert both order backlog into revenue and pipeline opportunities into new orders. Let's now turn to the outlook.
The performance we have delivered during the first half reinforces our confidence in the medium-term growth trajectory of the business and our guidance introduced in February this year remains unchanged. Just to add a little context to the numbers, our 2025 to 2029 forecast is based on organic growth with any future inorganic activity providing upside to this guidance.
The uplift in forward EBITDA guidance reflects two factors: increased operating leverage in the international business as greenfield expansion enters its renewal phase and having established a strong platform for growth, a reduced need to scale technical headcount and investment in research and development as rapidly as in the past three years. Our guidance on post-tax profit assumes a constant 15% effective tax rate and anticipates a further decline in interest rates, which will impact finance income.
Our confidence in the medium-term outlook is further underscored by the following: a robust order backlog of almost AED 5 billion, which underpins a substantial proportion of our anticipated growth trajectory, a high proportion of long duration and sticky customer contracts, which provide a strong degree of visibility, predictability and resilience over the medium term, a demonstrable track record of converting pipeline opportunities into new orders, which has resulted in an average book-to-bill ratio of 1.4x over the past two years.
Continuing momentum across international markets with significant runway for further growth and an expectation that the contribution from international revenue will reach parity with our domestic business over the medium term and a strong balance sheet with cash and cash equivalents of AED 2 billion and no outstanding debt to fuel future organic and inorganic growth. Having considered the medium-term outlook, I wanted to close with some thoughts on what this means for our potential outturn this year. Current trading remains in line with management's full year expectations.
Historically, the annual outturn across revenue, EBITDA and profit after tax has been weighted towards the second half, in line with the normal sovereign deployment cycles. Our strong first half performance this year means that the required contribution from the remainder of 2026 across all three guidance metrics remains below the average levels achieved over the last three years. With that, I'll hand back to Thomas for some closing remarks before we open the line for questions.
Thomas Pramotedham (Chief Executive Officer)
Thanks, Ram. Presight's performance in the second quarter underscores the strength and sustainability of our sovereign first operating model, advanced platform architecture and world-class talent. Our twin engines of growth, serving as a trusted digital transformation partner to UAE federal entities and state-owned enterprises, while advancing national priorities across high-growth international markets, continues to gain traction.
Notwithstanding a geopolitical backdrop that remains dynamic, we remain focused on executing with discipline, scaling responsibly, driving purposeful innovation and delivering transformative solutions that enhance economic resilience, improve quality of life and strengthen critical societal systems worldwide. Thank you for listening. And with that, I'll hand it back to our host as we open the line for live Q&A.
Omar Maher (Moderator)
Thank you very much, gentlemen. It was quite an interesting presentation. So we'll move to the Q&A part. So we'll take the first question from Karen Zhao.
Karen Zhao (Analyst)
Congratulations on the results. Karen Zhao from J.P. Morgan. I have three questions, please. So the first one is on the margins. On the group margin, that was partly held back by AIQ in the quarter. I'd love to get your thoughts around how you see AIQ margin progress from here. I appreciate the clarification in terms of the revenue mix in the quarter. But just given that AIQ is expanding internationally, especially in newer markets, how do you see the incremental margin impact from here? And then the second question is on cash flow.
So with the operating cash flow negative in the first half despite the quarter-on-quarter improvement, how are you tracking versus your previous expectations of the full year cash generation? And is it possible to share any color on what you're seeing in cash collections so far in the second half?
And then my last question is just on defense. So on this press release from the U.S. Central Command of launching a task force with the UAE in terms of military AI applications. I guess given your positioning and the defense wins you mentioned in the quarter, are you able to share if Presight is involved in this task force? Or do you see as a potential beneficiary of this framework?
Ram Meyoor (Chief Financial Officer)
So thanks, Karen. I appreciate the questions. I will take the first two with respect to the margin profiles for AIQ and the operating cash flow color. So just to recall, our business model at any -- in any quarter -- any point in time, in any quarter is an aggregation of several projects being deployed in various stages of their deployment life cycle. So there's a tremendous amount of dynamic movements as to which quarter and what projects are being deployed.
From an AIQ standpoint, just to provide some context, it has evolved from a mere APC very specific based projects to a more enterprise-level model, business models like the Energy AI, which is very similar to Presight's. So as we look out into the -- so there's a bit of timing impact in terms of what level of software has been deployed in the first half. But as we step back and look at it into the second half, traditionally, AIQ has stepped up its software deployments, especially in Q4.
So what we expect to do -- expect the margins to do in terms of -- at the EBITDA level, we expect it to get back to the more normalized levels in terms of 25% to 30% range. That is -- that would indicate it is being -- it is going to be in alignment with what we have forecasted from a medium-term guidance standpoint. The other question around operating cash flow. Yes, the first half was about AED 94 million outflow. Effectively, the primary reason would be the growth in contract assets, which, in a way, is also expanding our working capital requirements.
But however, there are a few things that we need to keep in mind as we look at these metrics. Firstly, we have accelerated revenue in Q1 and Q2 as shown by the significant growth profile that we have year-on-year for the half, which in turn drives the contract assets position. We do have a majority, almost 95% of -- greater than 95% of customers are government customers, and they do have some amount of cycle time as they convert the -- as we work with them to convert the contract assets into trade receivables and thereafter to cash.
So this is one impact on the contract assets growth with slight timing issues around the conversion of the contract assets into cash, that's driving the lower cash flows this year for the first half. However, it does improve the linearity in terms of as we step on the gas in the first half to release the pressure in terms of revenue metrics and other P&L metrics in the second half. So that has got that positive side of the things as well. But as we look out into the second half of the year, just before I -- I was also looking at some other metrics in terms of -- you mentioned about the cash collection.
In terms of -- just to give you a sense, we did have a pretty good first half for cash collection. We collected north of AED 1 billion in the first half for cash collection. And we expect -- as we get into the next second half, we expect an accelerated conversion of contract assets to trade receivables and also an accelerated trade receivables to cash cycle. So we do expect at the end of the year to have a cash collection that shows a pretty healthy growth compared to the AED 218 million of operating cash we showed in 2025. I'll hand over to Thomas for the other question around defense.
Thomas Pramotedham (Chief Executive Officer)
Karen, thanks for the question. And just to cap out what Ram had described, one, the cash flow trends are as per our expectation because it has been the nature of the business across the years. Two, AIQ's margin mix will change as we expand out into the pilot sites outside of the UAE and they continue to develop on top of Energy AI as Energy AI moves into the second phase come 2027 Q2. For the U.S. CENTCOM arrangement, it's a great question.
So one, through the conflict and Q1 results, we have informed the community that we are starting to get into defense. This MD&A, we reported that we start to book in revenue from non-kinetic defense. So there's work we're doing around the Ministry of Defense enterprise AI rollout. So there is not so much in the military operations unit. CENTCOM, it's an initiative. We're getting the full details around it, of course, but it's a U.S.-UAE military AI initiative that will bring about the AI experts in the UAE and the U.S. together in a single place. Presight is prime to be very much involved in the discussion.
I can't disclose exactly how we're going to do it, but it's something that I believe we can report in Q3, Q4 as we bring on more color on the defense deals that we can make public, right? But as part of the nature of Presight, the sovereignty AI infrastructure solution play that we've done mainly for the national security and natural crisis platforms will continue to put us in a good position to grow into this space of non-kinetic defense and collaborations between UAE and U.S.
Omar Maher (Moderator)
Next question is from Shahrukh Nawaz.
Shahrukh Nawaz (Analyst)
I have three questions. First is the new contract, which were by like the UAE government, Etisalat and Abu Dhabi Chamber of Commerce. How much will it contribute to the revenue by the end of 2026? Second is, can you highlight about the scheduled renewals for the second half and it will be in which markets like the international or the domestic market? And the third is about the cost. Like how do you see the G&A and direct cost going ahead as this quarter, we can see in the direct costs like there was a rise in the subcontractor cost and project consumables. Can you just highlight more on it? And were there any impact from the geopolitical scenario?
Ram Meyoor (Chief Financial Officer)
So thank you, Nawaz. First question, I'll just -- in general, we have been agnostic to the geopolitical developments going on and the results is a vindication of that fact. So with respect to the local contract, without getting into the specifics, the AED 2.5 billion of domestic contracts has got varying stages of different tenors but to help you out with some kind of a metric that kind of helps you to model it out, you can assume on an average, a public safety contract or a smart city contract would have a three-year program. 50% of that would come in the first year.
If there is a heavy product mix of infrastructure, 30% in the next and 20% in the third year. That's a normal consumption pattern of a backlog dollar into the -- in a three-year horizon. And it's not a linear equation. In terms of renewals, we do expect the second half to be stronger from the international front. As you can see, the order intake from the first half, the domestic was pretty strong and dominant.
We expect the international programs to start yielding us the contract. As you may appreciate and recall, our international sales cycle is slightly on a longer-term basis in a sense that it takes a few more months compared to a domestic engagement process because of all the other credit structures, et cetera, that safeguards that we have to put as a part of the commercial process. So it is going to be -- renewals are going to be more -- based on the international.
We are working with some key customers in Africa that we expect to have a Phase 2 contracts coming through. And insofar as the third question about the cost, the overall, we have made significant investments since Q1 of 2024 as is evident from the EBITDA suppression as compared to the prior years.
What we -- we are also outlining as a part of the guidance is we have  -- the requirement for us to invest more as a proportion of revenue on our EBITDA or a fixed cost, which is building up structures internally to fuel the growth and continue the momentum is going to be lesser as we go into the second half and into the outer years.
This is baked into the guidance, and there is this sense of operating leverage that we expect to see. The subcontractor costs, et cetera, is more incidental, and it depends on the kind of mix at any point in time in any specific quarter we have in terms of deployment.
So a project typically in the initial phases like we are probably doing in Albania and a couple of domestic projects here in would carry a significant more subcontractor cost because that's more of the cloud and the implementation services, which are essentially third-party buy-sell arrangements that is driving the subcontract costs. But overall, we kind of reiterate our guidance as we stand here today based on our results so far and also a very strong backlog position of almost AED 5 billion to say we are confident reasonably about the medium-term guidance that we have set out.
Omar Maher (Moderator)
Next question is from Maxim Nekrasov.
Maxim Nekrasov (Analyst)
I have a couple of questions. So the first one, I wonder if you can provide any detail on the potential size and materiality of the potential African sovereign AI opportunity and energy -- AIQ contract in India or any other pending contracts? And also related to that, should we expect those new contracts, particularly in Africa to be margin dilutive at the early stage given higher implementation costs, right, and implementation stage?
And finally, on M&A, I wonder how active you are in terms of M&A? And what type of companies would you see as potentially more attractive looking for new products or geographic expansion or sector capabilities? Yes, if you can comment on M&A as well.
Thomas Pramotedham (Chief Executive Officer)
Thanks, Maxim. I'll take it from the back. I'll do the M&A questions first. So we are very focused on sectors, government tech, smart cities and financial services. I think for those who attended the earlier calls, other than technology, what we are looking for, it's really expanding our geographical distribution territories, right? So we have been very strong in becoming a platform to the emerging markets.
We're increasingly looking at companies or acquisition targets that will provide a distribution beyond our current emerging markets, especially in the financial services sector, where we feel that AI enablement, it's a sell-through model, through established distribution network. So that's the target that we're looking at. Of course, by and large, we're looking at small to medium cap EBITDA, definitely EBITDA positive that we can be accretive to what we have done. Two parts of it that is channeling that.
One, we have the venture fund that I spoke about earlier and the accelerator that is feeding us the pipeline. And then second, from the balance sheet investment, we're actively looking at companies that meet this profile. We have deliberately stayed away from the U.S. companies too because the -- just the order of the valuation is too much. We are looking at areas that are complementary to our region.
Balkans, South Europe, Central Europe is one of the areas that we're looking at, and we'll continue to do that. The key here is to find distribution networks that amplifies what we already have. So we've always been a distribution network to companies coming into the UAE. Now we ourselves are looking for targets that will become a distribution channel outside of what we already have.
Ram Meyoor (Chief Financial Officer)
Sorry, the question is around the size of the sovereign AI contracts. We don't really get into the specific contract values because we are bound by the confidentiality arrangements of the engagements with the customers. But generally speaking, if you're looking on an average, a three-year contract, you're looking at about $100 million range of the contract size.
Insofar as the margin profiles around these contracts, it depends on whether it is the second phase or an expansion on an existing framework or an existing backbone that we have developed in Africa. Case in the point would be Angola, we started with the national cloud and public services platform three, four years ago. As we are nearing its completion, we have -- we are in a pretty advanced stage of negotiations and discussions with the customer for the second phase with another entity in Angola. Again, it will be part of the sovereign arrangements.
And the second phase of the expansion contracts would have a much better margin profile simply because of the lower proportion of the infrastructure and implementation services that goes typically associated with the first greenfield contract. So we are very, very pleased to note that -- and this model has actually seen even, for example, in countries like Kazakhstan, and we also expect that to happen in the Balkans with our first contract in Albania and thereafter expanding into the neighboring countries.
So the first greenfield project internationally has got a slightly suppressed margin if you want to compare to the domestic market projects. But then the upside is actually the ability to expand on the existing framework and then you deliver more software-oriented products and solutions, which kind of brings in the margin profile up from the original deployment.
Thomas Pramotedham (Chief Executive Officer)
The question on AIQ projects, the three active pilots and of course, the India announcement that is due to -- in the announcement, I think we will quantify it. In the size of AIQ business, I would say that it's a multiyear contract, substantial contract size in relation to the business. It will set the tone and the playbook of how AIQ is taking the Emirati solutions proven in ADNOC out, right? And the pilots are fairly -- what we can announce, the pilots are fairly repeatable.
So it's the same use case around HSE, around better optimization of operations that are repeated, right? And I think once the announcement is out quite soon, you should be able to extrapolate from the actual announcement on who the client is. But for now, it's substantial to AIQ's business. It's multiyear, very much like how Presight has worked our playbook. And then it's repeatable in Kazakhstan and Uzbekistan that we're discussing at this point in time.
Omar Maher (Moderator)
Next question is in writing. It says, would it be possible to provide the backlog split by year?
Ram Meyoor (Chief Financial Officer)
I think we do have a slide -- we have added a slide to provide the evolution of the backlog, so to speak, from 2024. There it is. So we started out in the year 2024 at AED 1.6 billion. And today, we are at AED 4.9 billion closing Q2 of 2026. We are also showing the movements of what's coming in, in terms of fresh orders and the consumption of the backlog in terms of revenue. Does this help for answering that question? Or is there anything else?
Omar Maher (Moderator)
Yes. I think that's very clear. Next one is, as sovereign AI becomes increasingly strategic, how does Presight differentiate itself against global competitors just -- such as Palantir and other government AI platform providers?
Thomas Pramotedham (Chief Executive Officer)
I think a big part of it, the H1 results is an example of how the moat continue to work for us. So we continue to work with only federal, state or state-owned enterprises on the premises that we develop sovereign AI solutions on sovereign infrastructure, right? What differentiates us is, one, we are not a foundation model builder. So we consume any efficient models that is open source or otherwise that allow us to create a sovereignty wrap around that. Two, we work with the clients to develop domain deep expertise.
So as you can see, the work that we're doing, we're not doing anything that's enterprise like with, say, what foundry is doing. We're doing deep domain expertise, agentic workflow. So Energy AI being one for the seismic and geology and upstream management. The audit platform that we are building for Abu Dhabi Accounting Authority -- UAE Accounting Authority as well as for e& is specific to deep audit practices. What we have in the AI policing suite that we showcased the Abu Dhabi Police works on is deep in policing investigation. So that's the space we're in.
We continue to deepen it by having domain intelligence. We take a trusted layer around it and then we put it on sovereign AI infrastructure, right? So it's that full stack that actually gives us the moat. Palantir and the rest will come and go as we have seen over the years. And they will be in certain enterprise organizations, but that's not the space that we play in. We continue to partner nation building platforms that requires a full stack.
And then, of course, our advantage is that we work off the entire G42 ecosystem that brings both the infrastructure in the UAE or infrastructure that we bring into the country for international business and then test out on sovereign data sets like what we're doing in ADNOC, what we're doing in Abu Dhabi government on AI solutions that can be then repeated.
So that is the true moat of what sovereign AI allows Presight to do and grow on. And we're very clear, this is where we play in. We don't build generic agents or enterprise. We built deep expertise domain-specific agents for national workflows that are impactful and that are mission-critical.
Omar Maher (Moderator)
Thank you, Thomas. Next question is your recent agreement with Banco Santander moves the focus from a B2B model to a B2B2C model through distribution-led software delivery. Does this signal a change in your operating model?
Thomas Pramotedham (Chief Executive Officer)
Well, it's not a change. You should see as an add-on. As we continue what I just said about that we deal with the federal state, state-owned. And Banco Santander is giving us an opportunity to pilot and test a distribution model where we work with Banco Santander. So we don't build something for Banco -- for Santander. We build something with them. And then through them, we will pilot across their markets. And very soon, we will announce one LatAm market that will pilot north of 4 million customers on the consumption of AI, right?
And what we want to build and add on to this model is to create a separate distribution model that adds two things: one, potential annual recurring revenue that we hope to be able to bring to the business; two, distribution across territories like what I said earlier, that doesn't -- that we don't have it right now. So Banco Santander is going to be a test of both, and you will hear and see the outcomes of this partnership within 2026. And we're successful, the partnership will be accretive within early 2027 onwards.
Omar Maher (Moderator)
Next question is the required contribution from 2H '26 to hit the upper end of your guidance range is below the average second half contribution of the past three years. Why are you not upgrading your guidance on the back of a strong first half?
Ram Meyoor (Chief Financial Officer)
So as I mentioned before, briefly, when we are talking about the free cash flow question or the cash question, the acceleration in the first half is geared more -- it's going to serve to improve the linearity within the -- of the revenue and the P&L items within the year, not so much as to increase the absolute volume from the prior stated guidance numbers.
So by projecting a much more aggressive Q1 and Q2, we hope to reduce some amount of stress points on the Q3 and Q4 numbers. So effectively, it serves to flatten the curve, if you will, or improve the linearity within the year and not so much as an absolute increase across the full year numbers.
Omar Maher (Moderator)
Thank you, Ram. So we have a question from [indiscernible] (46:21).
Ram Meyoor (Chief Financial Officer)
I think we lost...
Omar Maher (Moderator)
Yes. So we have a follow-up from Maxim.
Maxim Nekrasov (Analyst)
Just a follow-up actually on the guidance.
Ram Meyoor (Chief Financial Officer)
Maxim, sorry, I'm interrupting you. Please go ahead.
Maxim Nekrasov (Analyst)
Yes. Sorry, just a quick follow-up on the guidance. I understand about this year guidance, but what would make you revisit your medium-term guidance, right? Because you're talking about the pipeline of new contracts, right? So in theory, what could drive you to revisit that growth outlook?
Ram Meyoor (Chief Financial Officer)
So a couple of things, right? Firstly, to recall, our guidance is purely organic. So the M&A -- any M&A progression or any conclusion of an M&A deal, which are on the inorganic side of things will be incremental into the guidance, which will make us come back and relook at it. The second bit of the puzzle would be the defense industry, where we are serving the non-kinetic AI, applied AI space within the defense industry. So that's something we have the -- you can say, the first seeds of success in Q2. We had a couple of quick wins, but we would like to see more of that.
Once we gain enough traction, I think that's something that we would come back and revisit the guidance once we have a clearer view. Again, the great thing about the defense sector as such is it is very similar in terms of the stickiness in terms of the mission criticality and the application of the entire technology stack from infrastructure all the way up to the applied AI space.
That is -- that's what we do very well, and we have been replicating here in the UAE and elsewhere internationally. So it's a very, very natural progression, you can say, for us to be able to parallelly go into that sector. Once we have substantial wins, then that's something that we will come back and definitely revisit the guidance.
Thomas Pramotedham (Chief Executive Officer)
Yes. And just a note on the defense sector. So we want to make sure that it's not a one-off that is a sustainable sector like what we've done with energy, we're doing in financial services. I think on that box is tick, we definitely will relook at the guidance, and I suspect that would probably be in Q3 or Q4 as we wrap the year. And then second would be a trigger on the inorganic. So I think these are the two triggers, prerequisites to us revisiting the guidance, and hopefully, we get it done earlier than later.
Unknown Speaker (Analyst)
Can you hear me now?
Omar Maher (Moderator)
Yes.
Unknown Speaker (Analyst)
I have three questions, please. First one is a follow-up on cash flow generation. If I look at the longer time frame, the cash pile was flat, not only year-to-date, but over the last 18 months and operating cash flow as a percentage of net income was less than 20%.
Is it possible for you to guide for some normalized through the cycle ratio for cash flow from operations as a percentage of net income, maybe 30%, 50%, 70%? And also on cash collections, as Ram mentioned, some longer collections related to the budget cycles. Did you consider accruing some ECL provisions in that case? Or do you still view it as just natural related to the cycle? That will be the first question, please.
Ram Meyoor (Chief Financial Officer)
So the first question was with respect to operating cash ratio. So we don't typically -- we can go back and relook at it. But at this point, we don't -- there's no plan to provide a cash guidance as a percentage of revenue. But however, I did give a forward-looking statement in the last earnings as well as today that we expect the cash flow generation -- operating cash flow, which is equals almost -- it's a good proxy for free cash flow in our case, to be -- to show healthy growth compared to the last year. So -- and in a way, it also answers the second question.
Insofar as -- we actually -- as I was responding to Karen earlier in the call, our cash collection in the first half is north of AED 1 billion, right? And that gives you a sense of the activity and the process flow with our customers. Our customers are sovereign customers here in the domestic with pristine credit. And then whenever we are looking at international customers, as I mentioned earlier, we do have -- we do, as a matter of process, put together elaborate credit structures to support the commercial transaction so that we mitigate all the credit risks and liquidity risks, et cetera, et cetera, contributes in whichever jurisdiction we are operating.
So if you put all those things together, that's the reason why our ECL estimations are always low or minimal because we don't anticipate any credit losses happening to the -- to our customer base or to our receivables. It's a question of working with our customers in terms of the cycle times as to how quickly we can convert the contract assets, which has kind of expanded because of the accelerated revenue of flattening the curve, linearity.
And how can we convert the contract assets into trade receivables into cash. And like I said, if you extrapolate these numbers, we should land up on a pretty healthy growth rate compared to year-on-year, and that's our expectation, and we are working towards that.
Unknown Speaker (Analyst)
Great. I have other questions, please, on your business development. First one on -- is there any update that you can give on Stargate potentially, maybe any expectation when it's ready, can we see -- when can we start seeing more business for you, which is purely software analytics, meaning based on tokenized access of some international sovereigns.
So any changes to your international business so they already can start using Stargate? Are we talking about 2027, 2028? Any update would be great. And my final question on CIS specifically. Can you please discuss any implications of NVIDIA Fiber expansion in Kazakhstan and Armenia? And as for Azerbaijan, is there any update on the agreement with SOCAR that you could share, please?
Thomas Pramotedham (Chief Executive Officer)
So on the first question on Stargate, I believe Stargate was still on track for the first 200 megawatts to go online towards the end of Q3, Q4. Remember, Stargate, its first gigawatt is part of a larger U.S.-UAE collaboration. So when you build out the first gigawatt, that already has offtake between Microsoft and OpenAI. Two, we expect maybe in 2027 towards the end of it where the digital Embassy infrastructure play where we deploy software solutions in UAE infrastructure for international markets. I think end 2027 is likely to be a place where the capacity is available.
Of course, this is, again, you'll be familiar that is accelerated by the recent reclassification of UAE in -- from the Department of Commerce. The second question on Fiber and NVIDIA, that is a testament towards Kazakhstan becoming an AI hub with the Data Center Valley project in Kazakhstan itself. They are becoming a hub because, one, land is available.
They have a good deal with utilities, electric and water and the connectivity, they are building a new subsea cable through the Caspian Sea that is going to bring latency down from, if I'm not mistaken, 85 millisecond to 45 millisecond round trip. What that means? That means that Kazakhstan will, over time, become a credible AI hub.
And what it means to us is that our investment in Kazakhstan to develop solutions on top of the supercomputers and infrastructure is going to serve. So it is feasible and probable that Kazakhstan may adopt a digital embassy approach like the UAE serving the CIS region, right? And then this is where the heightened growth in AI cluster investment is going to Kazakhstan. So I think that's really lucrative for us.
Ram Meyoor (Chief Financial Officer)
The third part of your question was about the SOCAR. So Azerbaijan as such continues to be a very, very important market for us. We have continued to be -- we have deep and wide engagements with several entities, especially with the Ministry of Telecom and the Ministry of Education. With respect to the energy and utilities sector, we are making a pretty conscious retuning of our approach there.
We would like to be more involved in the software platform side of -- application side of the gas and utility grids as opposed to actually taking up the responsibility of deploying the grid itself in terms of the physical assets and the services that is involved. So hence, that's the kind of the delay in the -- for us to conclude that arrangement because we want to be making sure that arrangement serves us and the SOCAR as well as we look out into the medium-term guidance.
And SOCAR as such is -- we have not included SOCAR or any of the opportunities related in Azerbaijan in the backlog yet. So that's a potential upside to the backlog number that we have stated today if and when that happens.
Omar Maher (Moderator)
Thank you. It looks like we don't have any more questions in the queue. So back to management for any concluding remarks.
Thomas Pramotedham (Chief Executive Officer)
Once again, so thank you for joining. I know it's summer period. We'll continue to update. We are seeing the indications of the new sectors coming in. We want to report against that. We want to report against the new territories that are coming, especially Montenegro, Balkans. So stay tuned for that. The distribution model for those who have joined us on the earlier calls, is something we're working on.
And I believe that within 2026, not early 2027, you'll see the proof points, one of the existing partnerships we're doing. Two, in the M&A space, you will see the proof points on how we're trying to bring this together to create an additional operating model and revenue stream on top of the current organic business. So thank you, everybody, for taking the time.
Ram Meyoor (Chief Financial Officer)
Thank you.
Omar Maher (Moderator)
Thank you very much, Thomas, Ram and Roger, and thank you, everyone, for your participation. This concludes the call, and have a good week. Thank you.
Thomas Pramotedham (Chief Executive Officer)
Thanks, Omar.
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