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AL HASSAN ENGINEERING COMPANY posted a net profit of RO 1.7mn in 9M’10

Local operations supported top-line

Al Hassan Engineering Co reported revenue at RO 14.4mn declined by 4% y-o-y but increased by 11.1% g-o-q. Segmental breakup shows, contract revenue from GCC region contributes only
9% in the company total revenue. In Q3’10 revenue from GCC region increased by 25% from RO 1.06mn in Q2’10 to RO 1.3mn, while contract revenue from Oman (which consist 91% of the
company contract revenue in Q3'10) at RO 13.1mn showed an increase of 10% as against RO 11.9mn in previous quarter.

As per management disclosure, during Q3’10 Al Hassan Engineering secured additional contract worth RO 2.2mn from an existing customer. Additionally, the company also won additional
scope orders on existing contracts for a total value of RO 2.1mn.

Higher expenses pressurized earnings
The cost increased by 10.4% g-o0-q from RO 11.3mn in Q2'10 to RO 12.5mn in Q3'10 (down 6.8% y-0-y) but cost as a percentage of revenue declined to reach 86.5%, reflecting increase in
gross profit margin to 13.5% in Q3'10 (v/s 12.9% in Q2'10).

While, operating profit (including other income) declined by 5% g-0-q to RO 0.96mn compare with RO 1mn in previous quarter, this can be attributed due to significant increase in
administration & general expenses by 29% g-0-q to RO 1mn in Q3’10 compare with RO 0.788mn in Q2'10.

In Q2'10 the company paid additional tax of RO 0.311mn for previous years. Absence of such exceptional cost in Q3'10, negated the impact of 50.6% g-o-q rise in finance charges. Thus
company reported net profit at RO 0.67mn in Q3’10 (+53.2% g-0-q). However, excluding the tax relating to previous years reveals drop in net profit by 51.7% g-o-q at RO 0.363mn in Q3’10.
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Revenue & Gross Profit

g
B Income Statement (RO mn) FQ1 2009 FQ2 2009 FQ3 2009 FQ4 2009 FQ1 2010 FQ2 2010 FQ3 2010

10 Revenue 10.7 113 15.1 16.8 11.9 13.0 14.5

Gross Profit 15 1.2 1.8 2.8 1.6 1.7 1.9

5 Operating Income * 0.8 0.7 0.9 15 0.9 0.9 0.9

o Net Income 0.5 0.4 0.6 11 0.6 0.4 0.7

RO mn

Basic EPS 0.01 0.01 0.01 0.01 0.01 0.01 0.01

R R Y-0-Y growth
R O A S ¢ Revenue 3.7% 51.0% 28.0% 15.1% 11.2% 14.9% -4.1%
" Revenue M Gross Profit Operating Income 3.1% 80.5% 60.1% 23.0% 2.4% 20.5% -1.0%
Net Income -14.2% 146.7% 72.7% 23.8% 14.9% 5.5% 17.2%

Operating Income Q-0-Q growth
Revenue -26.7% 5.8% 33.1% 11.7% -29.3% 9.3% 11.1%

2 o Operating Income -28.2% -12.6% 26.8% 54.7% -40.2% 2.9% 4.1%
8 Net Income -43.3% -19.5% 37.9% 96.7% -47.4% -26.1% 53.2%
; * Operating Income - excludes other income

£ Balance Sheet (RO mn) FQ1 2009 FQ2 2009 FQ3 2009 FQ4 2009 FQ1 2010 FQ2 2010 FQ3 2010
o ! 6 R Total Current Assets 33.8 33.3 435 37.2 28.0 31.2 39.2
5 Total Long-Term Assets 12.8 12.3 12.0 13.8 13.4 131 133
A Total Assets 46.6 45.6 55.6 51.1 41.4 443 52.6
Total Current Liabilities 27.9 27.1 35.9 31.8 223 22.8 34.5
0 3 7.2 6.8 7.3 5.7 6.0 8.1 3.9

Total Long-Term Liabilities

19@ @@ m@q w@q x{,@ w"@ m@Q Total Liabilities 35.2 33.8 43.2 375 283 30.9 38.4
ST Total Shareholders' Equity 11.4 11.8 123 13.6 13.1 13.4 14.2
Book Value per share 0.2 0.2 0.2 0.2 0.2 0.2 0.2
mmmm Operating Income * Operating Margin (%) Y-0-Y growth
Assets 33.3% 17.7% 48.8% 13.4% -11.1% -2.9% -5.4%
Equity 1.6% 12.8% 14.1% 15.1% 14.9% 13.7% 15.2%
Net Income Ratio Analysis FQ1 2009 FQ2 2009 FQ3 2009 FQ4 2009 FQ1 2010 FQ2 2010 FQ3 2010

2 8 Gross Margins (%) 13.6 10.4 12.0 16.7 13.6 12.9 13.5
7 Operating Margin (%) 7.9 6.5 6.2 8.6 73 6.9 6.4
- 6 Net Margin (%) 438 3.7 3.8 6.7 5.0 3.4 47
g 1 5 X Return on Equity (%) - TTM 17.1 19.6 20.9 20.8 22.2 21.7 21.4
o« 4 Return on Assets (%) - TTM 4.7 5.2 5.2 5.5 6.2 6.1 5.3
3 Asset Turnover (x) 1.1 1.1 1.1 1.1 1.3 1.3 1.0
0 2 Inventory Turnover (x) 3.5 3.7 2.3 14.3 12.8 3.9 2.1
P . S Debt/Equity (%) 141.7 136.9 168.5 120.0 711 108.9 122.7
ST TS Debt/Total Assets (%) 34.7 35.5 37.4 31.9 225 33.0 33.2
Current Ratio 1.2 1.2 1.2 1.2 13 1.4 11
mm Net Income —— Net Margin (%) Quick Ratio 0.6 0.5 0.4 0.0 0.4 0.0 0.0

Source: Bloomberg, OABINVEST, Company Announcement

Research Division WORLD FINANCE

Email: research@oabinvest.com
OAB - IMG Winner of the

-L“S\_JJ_Q_” ULO_C ‘Best Brokerage Award’

. from MSM 1
Oman Al Arabl £y 5 Consecutive Yeurs
Benefit from our expertise -

BEST INVESTMENT
BANK OMAN

OMAN ARAB BANK SAOC

Disclaimer:

This report has been prepared by research department in IMG — Oman Arab Bank, and is provided for information purposes only. Under no circumstances is to be used or considered as an offer to sell or solicitation of any offer to buy. While al
reasonable care has been taken to ensure that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be relied upon as such, and the
bank accepts no responsibility whatsoever for any direct or indirect consequential loss arising from any use of this report or its contents. All opinions and estimates included in this document constitute IMG's Research department judgment as of the
date of production of this report, and are subject to change without notice. This report may not be reproduced, distributed or published by any recipient for any purpose.



