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November 24, 2009 BUY Fair Value: N95.36 Current Price: N66.47
Overcoming Crisis:
Ticker Chevron The unaudited Q3 2009 result of Chevron Oil Nigeria Plc
Sector Petroleum Marketing (Chevron) for the period ended September 30, 2009

Valuation/Analyst Recommendation

In placing a fair value on Chevron
share, we have adjusted our
parameters to reflect current market
developments based on its latest
result. We estimated TO, Earning
Before Interest Tax Depreciation and
Amortization (EBITDA) and PAT for
December, 2009. We project a TO of
N74.46bn, based on a growth rate of
52.93% over the previous year. We
project EBITDA of N3.72bn based on
EBITDA margin of 5% and a PAT of
N1.80bn based on a PAT Margin of
2.42%. We used 253.99mn Ordinary
Shares which we expect to be in issue
as at December, 2009. The Forward
Earnings Per Share (FEPS) generates
N7.09k. We estimated the Dividend
Per Share (DPS) of N6.88, based on a
dividend payout of 97%. Applying
Enterprise Value EV/EBITDA multiple
of 6.48x, a P/E multiple of 13.50x
(which is our estimated PE for the
industry), we arrived at N94.95 per
share using EV/EBITDA multiple and
N95.78 per share price earnings
multiple. A simple average of the two
values generates N95.36 which is our
fair value. The forward earnings yield
and dividend yield based on our fair
value generate 7.44% and 7.22%
respectively. We therefore place a
BUY on Chevron Stock at the
current market.

Business Description
|

Chevron is principally engaged in the
business of marketing and distribution of
refined petroleum products, blending of
lubricants and manufacturing of greases.

FSDH Research

showed that its Turnover (TO) grew by 49.9% to N54.35bn,

Date of Incorporation 1969 compared with N36.26bn in the corresponding period of
Date of Listing December 08, 1978 2008. Profit Before Tax (PBT) grew by 317% between 2008
Year End December and 2009 to N1.93bn from N462.8mn. The company’s
No of Ordinary Shares 253,988,672 provision for tax which increased by 317% between 2008
Capitalisation N 132,109,375,000 and 2009 to N617.6mn from N148.1mn in 2008 brought

about a Profit After Tax (PAT) of N1.31bn as against

% of Mark italisation .
% of Market Capitalisatio 0.33 N314.7mn in 2008, representing a growth of 317%.

52-Week High 160.00 Chevron’s working capital position as at September 30,
52-Week Low 66.47 2009 shows that it was in a good position to meet its short
YTD Return 58.43 term obligations as at when due. The working capital
52-Week Avg. Trade 15,451 increased by 273.6% to N643.6mn from a negative position
Current EPS 3.04 of N370.7mn in Q3, 2008. The fixed assets stood at
Current PE 21.87 N3.04bn in Q3, 2009, a marginal decline of 11.05% over the

position of N3.42bn as at FY 2008. While, the Net Assets

increased by 68.5% from N3.23bn from N1.92bn in 2008.

A cursory look at the company’s profit margins reveals that Chevron recorded decline in its margins over the corresponding
period in 2008 and FY 2008. The PBT margin increased to 3.55% in Q3 2009 from 1.28% as at Q3 2008 and up from a
negative of 0.63% as at the end of the financial year in December, 2008. This shows that the company’s total costs as a
percentage of TO stood at 96.45% in Q3 2009, down from 98.72% in the corresponding period in 2008. PAT Margin currently
stands at 2.41%, up from 0.87% and up from a negative position of 0.46% in the corresponding period of 2008 and as at FY
2008 respectively. The result also shows that the company has surpassed its 2008 Full Year result. Meanwhile, the low profit
margin is due to the fact that the company operates in a highly price regulated environment.

A review of the industry shows that the petroleum marketing industry has been bewildered by constant vandaliation of pipelines
and weak operation of the local refineries leading to reduction in the supply of petroleum products and resulting to importation
of petroleum products to meet domestic demand. The Niger Delta crisis has also escalated the problem as the major oil
producing companies in the region suspended operations due to vandalisation of oil equipment and abduction of oil workers.
Within the last one year, a number of petroleum marketing companies in Nigeria recorded huge losses from the sharp drop in
the price of petroleum products especially unregulated petroleum product (diesel) thereby reducing their earnings. Meanwhile,
the planned deregulation of the downstream sector of the Oil & Gas industry should partly solve the problem faced by oil
marketing companies in Nigeria.

In addition to the issues faced by the industry, Chevron had internal challenges that led to the strike by haulers and staff in the
first and third quarters of the year 2008 and resulted in huge financial loss for the company. MRS Group of Companies recently
acquired a majority shareholding in the company leading to the appointment of Alhaji Sayyu I. Dantata as the Chairman. The
MRS Group of Companies has interests in Oil & Gas, Shipping, Construction, Property Development amongst other
investments. The Chairman mentioned that the crisis rocking the company has been resolved and there is a renewed
commitment between staff and management towards the attainment of greater heights for the company. An important item
under special businesses in the last Annual General Meeting of company was to change the name of the company from
“Chevron Qil Nigeria PIc” to “MRS Qil Nigeria Plc” following the change of ownership. As at the time of this report, we could not
confirm if all the legal requirements for the change of name have been obtained.

Looking at the Audited results of the company in 2008, TO dropped by 32.96% to N48.69bn in 2008, also, the cost of goods
sold decreased in 2008 over 2007 by 31.60% to N44.42bn. The decrease in TO was higher than the decrease in, cost of sales
thereby leading to a decrease of 44.48% in gross profit to N4.27bn. This resulted in a decrease in the gross profit margin from
10.59% in 2007 to 8.77% in 2008. The company recorded an operating loss of N388.6mn and a Loss After Tax of N225.42mn.

Analysis of TO of Chevron Oil Nigeria Plc as at December, 2008 indicates that the N48.69bn was made up of 83.72% in
Retail; 11.84% from Aviation and 4.44% from lubricants.
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TO PBT PAT PAT /LAT ROE (%) EPS* PE*
o | e
[Chevron I 48,368 (306) (225) (0.46) - 3.04 21.87
[AfricanPetrol | 165,596 7,148 5,103 3.14 71.65 4.93 6.90
IVighil 66,741 2,544 1,719 2.58 67.59 4.16 23.77
[Gande™ N 339,420 10,743 8,343 2.46 18.14 10.41 9.03
[ferally 177,412 6,508 4,393 2.48 64.57 11.22 13.81

Source: Company Annual Reports as at FY 2008, NSE FACTBOOK. * Current

[ a3 2009 Q3 2008 FY 2008 FY 2007 FY 2009F
[Turnover I 54,345 36,255 49.90 48,688 72,628 (32.96) 74,460
BT 1,929 462.75 316.85 (305.7) 2,994 (110.21) 2,379
AT 1312 314.67 316.94 (225.4) 1,959 (111.5) 1,801
PBT Margin (%) 355 1.28 2.27 (0.63) 4.12 (4.75) 3.19
[PATViargin G 241 0.87 1.55 (0.46) 2.70 (3.16) 2.42
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