Al Madina Research

Q2 2009 - Update

Table 1: Highlights

MSM Ticker SOMS
Date Established Jun-97
Sector 0il Marketing
CMP (RO) 1.995
52-wk high/low 2.250/1.450
YTD Performance 11.98%
YTO Traded Volume 4157 454
Market Cap. (RO 000) 199,500
Shares Outstanding (000) 100,000
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Figure 1: Price History
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Table 2: Financial Summary

H1 08 % Change

Revenue 140,567 157,545 -10.8%
Direct Costs 124 651 142,345 -12.5%
Profit before Tax 7,334 7,082 3.6%
Net Profit 6,456 6,226 37%
Share Capital 10,000 10,000 0.0%
Share Equity 21,775 20,541 5.0%
Retained Earnings 8,188 6,954 17.7%
Total Assets 56,200 59,724 -5.9%
Basic EPS 0.065 0.062 3.7%
P/E Ratio (x) 155 16.0 -3.6%
GPM (%) 11.3% 9.6%

NPM (33) 4.6% 4.0%
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Shell Oman Marketing Co. (SAOG)

Preview of Q2 2009
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Aviation Segment
announces fine growth.
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Operational Review

Company’s operations continue to sustain well amidst the economic slowdown. 6
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Financial Review
&

The revenue decline continues into Q2 2009 with reported decline of nearly 14.4% (y-o-y)
to RO. 72.0 million. 6 &
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Table 3: Quarterly Income Summary (RO 000)

Q2 09A Q2 0BA % chg. {y-o-y] H109A

Sales 72,048 84,157 -14.4% 140,567 -10.8%
Gross Profit 8,654 7,951 E.B% 15,916 51%
Gross Margin (3]  12.0% 2.4% 11.3%
Met Income 3,586 3,164 13.3% 6,456 3.7%
Met Margin (%) 5.0% 3.8% 4.6%
Source: Company Financials, Al Madina Research
0 / &
Direct costs, as reported under Cost of Sales have undergone a 16.8% decline (y-o-y) for
Q2 2009 to RO. 63.4 million. 6 -/ - + +
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Figure 2: Sales vs. Cost of Sales (RO 000, Quarterly)
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Profitability takes a remarkable turnaround in Q2 2009 6
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Figure 3: Profits (RO 000) vs. Margins (%)
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Source: Company Financials, Al Madina Research

For the 6M ended 30™ June 2009, the company’s aggregate assets stand at RO. 61.1
million, up marginally by 4.8% over the 2008 year end figure and down 1.1% on a Y-0-Y

basis
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Table 4: Condensed Balance Sheet (RO 000)

Yr 08 Chg. (%) 6MOB
Property, Plant and Equipment 15,785 15,980 -1.2% 13,909 13.5%

Total non current Assets 15,873 16,070 -1.2% 14,029 13.1%
Inventories 11,842 12,000 -1.3% 12,350 -4 1%
Receivables & Prepayments 21,217 20,341 4.3% 29,550 -282%
Cash at Bank & in hand 12,255 9,992 22.6% 5,954  10558%
Total Current Assets 45,314 42,333 7.0% 47,854 @ -5.3%
Total Assets 61,187 58,403 4.8% 61,883 -1.1%
Short term Loan 10,500 [} = B,000 75.0%
Payable & Accruals 26,976 28,908 -6.7% 33,377 -19.2%
Total Liabilities 39,412 31,584 24.8% 41,342 -4.7%
Share Capital 10,000 10,000 0.0% 10,000 0.0%
Retained Earnings 8,188 13,232 -381% 65,954 17.7%
Total Shareholders’ equity 21,775 26,819 -12.8% 20,541 6.0%
Total Liabilities and Equity 61,187 58,403 4.8% 61,883 -1.1%
Source: Company Financials, Al Madina Research
Outlook
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Despite effects of the slowdown seeming evident, Shell Oman Marketing Co. (SAOG) has
shown reasonable resilience. 6 # C & 2
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The mid-long term holds visible promise for the Oil Marketing Sector given the expected
recovery in macro economic conditions in Oman.
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Table 6: DCF Exercise, Shell Oman Marketing
2009 2010 2011 2012 2013
Met Income (adj.) 14011 15,040 155942 16,801 17,538
Depreciation & Ammortization 3,422 3,827 4074 4231 4,365
Capex 5,200 4 300 4 400 4100 4000
Working Capital -2540 -1,235 -1,119 -816  -944
FCFE 9694 12832 14 497 16,116 16,958
Total Discounted Cash Flows 59,009
PV of Terminal Value 186,743
Init. Equity Value 245,752
Adjustments 8,378
Value of Equity 254,130
Mo. of Shares 100,000
Fair Value/Share (RO) 2.541
Table 7: Valuation Sensitivity Analysis
Terminal growth rate (%)
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i CMP (RO)" MKt Cap. (RO 000) | Sales (RO 000) i Net Income (RO 000) |

; : | 2008 H109 H109
Al Maha EEEC 62,969 {191,658 80,318 7,349 3,040 5.48%
Oman Oil Mktg. | o082 | 53,148 170,049} 79,874 | 6323 2,185 Y Y 425%
Shell Oman Mktg. Po1995 i 193,500 $326,367 | 140,567 12504 | 6,456 10125 {74 | 576%
Total : 315,617 {688,073 300,759 : 26,176 11,681
Average : ; 105,206 T29358 1002531 8725 3,894 132 137 56 5.45%

Source: Company Financials, Al Madina Research, *CMP as of 10th September 2005.
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Appendix: Financials/Company Profile

Table 9: Income Statement

2010E 2011E 2012E 2013E
Revenue 225,489 247,854 326,367 298,930 335,670 374,863 408,286 439,389
Cost of sales (excl. dep) -203,459  -221,492 -296,083 -265,617 -299,928 -337,000 -368,452 -397,779
Gross profit 23,030 26,362 30,284 33,363 35,742 37,863 39,834 41,610
Distribution & Admin. Expenses -10,358 -11,159 -13,141 -14,008 -14,824 -15,673 -15,511 -17,316
Depreciation charges -2,403 -2,519 -2,837 -3,422 -3,827 -4,074 -4.231 -4 365
Amortization -147 -80 -23 -11
Operating profit 10,122 12,595 14,283 15,922 17,091 18,116 19,092 19,929
Net Financing Income [Expense) 42 -61 -71 -99 6 39 102 168
Profit before taxation 10,164 12,534 14,212 15,823 17,097 18,155 19,194 20,097
Taxation -1,244 -1,472 -1,708 -1,899 -2,052 -2,178 -2,303 -2.410
Profit After Tax 8,920 11,062 12,504 13,923 15,045 15,977 16,891 17,687

Source: Company Financials, Al Madina Research

Table 10: Balance Sheet

2006 2007 2008 2009E 2010E 2011E 2012E 2013E

Property, plant and equipment 11,498 13,223 15980 17,723 18660 18,936 18,750 18,320
Intangible assets 112 34 11 0 0 0 0 0
Deferred tax assets 415 107 79 58 43 32 23 17
Total non current Assets 12,025 13,364 16,070 17,781 18,703 18,958 18,773 18,337
Inventories 16,329 13710 12,000 11,599 12,445 13,320 14,117 14,733
Receivahles & Prepayments 19,098 22738 20,341 19932 21797 23576 24,745 22 8BS
Cash at Bank & in hand 5,884 9157 9992 8373 85494 8842 10,235 11,448
Total Current Assets 41,311 45,605 42,333 39,909 42,736 45,739 49,097 49,065
Total Assets 53,336 58968 58,403 57,690 61,440 64,707 67,870 67,403
Bank Overdrafts ] 413 ]

Short term Loan 2,000 4,000 0 0 0 0 0 0
Income Tax Payahble 792 1,165 1,680 1,878 2,037 2,167 2,294 2404
Payable & Accruals 26,808 27,542 29,391 25,041 27,516 29,052 30,201 28,013
Provisions 483 534 513 528 5949 724 719 644
Total Liabilities 30,083 33,654 31,584 28,447 30,152 31,942 33,214 31,060
Share Capital 10,000 10,000 10,000 10,000 10,000 10,000 10,000 10,000
Legal Reserve 3,587 3,587 3,587 3,587 358y 3587 3587 3587
Retained Earnings 9,666 11,728 13,232 15,655 17,701 19,177 21,069 22,755
Total Shareholders’ equity 23,253 25,315 26,819 29,242 31,288 32,764 34,656 36,342
Total Liabilities and Equity 53,336 58963 58,403 57,690 61,440 64,707 67,870 67,403

Source: Company Financials, Al Madina Research
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Appendix: Financials/Company Profile

Table 11: Cash Flow Statement

alftladina

2010E 2011E
Cperating Activities
Profit before Income Tax 10,164 12,534 14,212 15,823 17,097 18155 19194
Adjustments for:
Depreciation 2,403 2519 2837 3422 3827 4074 4231
Amortisation 147 89 23 11
Provision for Employee Retention Scheme 71 59 a7 15 60 75 45
Provision for environmental liability 21 21 -55 &80 96 150 125
Profit (Loss) on disposal of P,PEE 19 -50 -99 -40 -55 -50 -50
Interest Income -158 -142 -100 -291 -310 -298 -312
Interest Expense 116 203 171 390 304 259 210
Operating profit before working capital changes 12,783 15,233 17,086 19,390 21,020 22,365 23,443
Inventories -10,885 2,619 1,710 401 -346 -875 -797
Receivables & Prepayments -4,003 -3639 2397 409 -1,865 -1779 -1,168
Payable & Accruals 6,093 734 1,849 -3,350 1,475 1,535 1,149
Cash From Operations 3,993 14,947 23,042 16,850 19,784 21,246 22,627
Interest Paid -116 -203 -171 -390 -304 -259 -210
Environmental liability paid -35 -29 -63 -60 -85 -100 -175
Income taxes paid -536 -792 -1,165 -1,680 -1,878 -2,037 -2,167
Met Cash from operating activities 3,306 13,923 21,643 14,720 17,517 18,850 20,076
Investing Activities
Purchasing P, P& E and Intangible Assets -3777 -4295 -5626 -5200 -4,800 -4400 -4,100
Proceeds from disposal of Property, Plant & Eqp. 2 ag 131 75 o0 100 105
Interest Income 158 142 100 291 310 298 312
Met cash used in Investing Activities -3,617 -4,063 -5,395 -4,834 -4,400 -4,002 -3,683
Financing Activities
Dividends paid -7,500 -9,000 -11,000 -11,500 -13,000 -14,500 -15,000
Short term loan 2,000 2000 -4,000
Met cash used in financing activities -5,500 -7,000 -15,000 -11,500 -13,000 -14,500 -15,000
Inc. [Dec.) in Cash & Cash Equivalents -5,811 2,860 1,248 -1,614 117 348 1,393
Beg. Cash & Cash Equivalents 11,695 5,884 8744 9,992 8378 8494 8,842
End. Cash & Cash Equivalents 5,884 8,744 9,992 8378 84394 8,842 10,235
Source: Company Financials, Al Madina Research
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Appendix: Financials/Company Profile

Table 12: Ratio Analysis

Valuation

EPS (RO} 00889 0111 0.125 0139 0150 0160 0.159 0177
BV/S (RO 0.233 0.253 0.268 0292 0313 0328 0.347 0363
SPS (RO) 2.265 2.479 3.264 2990 3357 3749 4083 4394
P/E (%) 224 18.0 16.0 143 13.3 125 11.8 113
PBV (x) 86 79 7.4 5.8 5.4 6.1 58 5.5
P/SPS (x) 09 0.8 0.6 0.7 0.6 0.5 0.5 0.5
Div. (Cash) 0.09 0110 0.115 0130 0145 0150 016 017
Diwv. Stock)

Div. ¥ld (%) 4.5% 5.5% 5.8% 6.5% T7.3% 75% BO% B8.5%
Payout (%) 100.9% 99.4% 020% O934% 964% 939% 947% 96.1%
Profitability

Gross Margin (%) 10.2% 10.6% 9.3% 11.2% 106% 10.1% 98% 9.5%
NPM %) 3.9% 4.5% 3.8% 4.7% 4.5% 4.3% 4.1% 4.0%
EBITDA (%) 57% B.2% 5.3% B6.6% 6.3% B6.0% 58% 5.6%
Return on Beginning Equity (%, ROBE) 409% 47.6% 49.4% 519% 514% 51.1% 516% 51.0%
Return on Average Equity (%, ROAE) 396% 456% 480% 497% 497% 499% 50.1% 498%
Return on Beginning Assets (%, ROBA) 205% 20.8% 21.3% 240% 261% 259% 260% 258%
Return on Average Assets (%, ROAA) 184% 19.7% 21.4% 241% 253% 253% 253% 2549%
Return on Capital (%, ROC) B7.9% B3.8% J7.8% B33% 7T21%m 699% TF02%m T1.8%

Turnover Ratios

Asset Turnover (x) 18.8 185 20.3 16.8 179 19.8 217 240
PPE Turnover (x) 197 18.7 20.4 169 18.0 19.8 218 240
Afc Recv. Turnover (x) 132 118 15.2 1483 16.1 16.5 169 185
Afc Pay. Turnover [x) BB 3.2 104 9.6 11.2 1149 12 4 137
Inwentory Turnover (x) 18.7 147 230 225 249 26.2 269 276
Days in Receivahbles 276 30.8 241 246 227 221 216 19.8
Days in Inventories 195 248 158 16.2 1456 140 136 132
Days in Payables 426 443 351 381 326 30.6 29.3 26.7
Cash Conversion Cycle 45 108 48 27 47 54 5.8 6.3
Liguidity/Leverage Ratios

Current Ratio (x) 137 136 1.34 1.40 142 143 148 158
Quick Ratio (x) 0.83 045 096 1.00 1.00 1.01 1.05 111
Liabilities/Equity (x) 129 133 1.18 057 096 097 D96 0.85
Debt/Equity (x] 009 017 = = = = = =
Debt/Capital (x) 0.08 0.15 - - - - - -
Interest Coverage B88.6 62.7 841 416 57.2 711 924 1117
CFO/Total Liabilities (x) -0.23 0.41 0.69 0.52 0.58 0.59 0.60 0.67
MI/CFO -1.30 0.79 0.58 0485 0.86 0.85 0.84 0.85
Value Drivers

Met margin 3.9% 4.5% 3.8% 47% 45% 43% 41% 40%
*Aszet Turnover |(Beg) 521 4.65 5.53 512 5.82 6.10 631 6.47
=Return on Beginning Assets 205% 207% 21.2% 238% 261% 260% 261% 26.1%
*Financial leverage 1.99 2.29 233 218 197 196 197 1496
=Return on Beginning Equity 409% 47.6% 49.4% 519% 514% 51.1% 516% 51.0%

Source: Company Financials, Al Madina Research
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Appendix: Financials/Company Profile
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Disclaimer: The information and opinions in this report were prepared by Al Madina Financial & Investment Services Co. (SAOC). Al Madina does
not undertake to advise you of changes in its opinion or information. Al Madina and other associated with it may make markets or specialize in,
have positions in and effect transactions in securities of companies mentioned and may also or seek to perform investment banking services for
other companies. This memorandum is based on information available to the public. No representation is made that it is accurate or complete.
This memorandum is not an offer to buy or sell or a solicitation of an offer to buy or sell the securities mentioned.The investment discussed or
recommended in this report may not be suitable for all investors. Investors must make their own investment decisions based on their specific
investment objectives and financial position and using such independent advisors as they believe necessary. Where an investment is denominated
in a currency other than the investor’s currency changes in rates of exchange may have an adverse effect on the value, price of, or income derived
from the investment. Past performance is not necessarily a guide to future performance. Income from investments may fluctuate. The price or
value of the investments to which this report relates, either directly or indirectly, may fall or rise against the interest of investors.
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