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Introduction
We have chose NAPESCO in this project as part of the service sector in Kuwait Stock Exchange. National Petroleum Services Company (NAPESCO) was established in 1993 to provide a broad range of services to the Middle East Oil and Gas industry. NAPESCO mission is to understand clients’ needs and develop effective solution, which satisfy their requirements and serve to meet their challenges. NAPESCO is committed to delivering reliable creative solutions and superior service to all clients.
We shall accomplish our mission by utilizing proven state of the art technologies and by employing our teams’ creative technical application to add value to our products and services. NAPESCO´s Suppliers and technical Partners are an integral part of this process.
NAPESCO provide integrated services for the oil and gas sector such as but not limited to	:
Cementing
Stimulation
Coiled tubing
Nitrogen services
Industrial cleaning
Company History:
National Petroleum Services Company was established in 1993 primarily as high pressure pumping service provider with cementing service as a heart/core of the organization. After successfully establishing the main stream of the business, NAPESCO quickly developed its portfolio of services to add coiled tubing, acid stimulation and nitrogen services. At NAPESCO, for a task from the laboratory through to the higher management a single focal point is maintained throughout the campaign ensuring free and accurate communication thereby enhancing the customer relationship. Commitment from services group to the management has placed NAPESCO at the top in providing CTU-Stimulation and Cementing. 
NAPESCO´s services cumulatively offer 100 years of multi service company experience that provides a comprehensive array of options to a specific problem. An optimum tangible solution is targeted to benefit our client with performance assured service at all times. 
In spite of some “teetling” problems NAPESCO has been the favored company in Kuwait known for its ability to provide indigenous solutions. The mission statement as generated by the management "Reliable, value added solutions as defined by our clients" has emerged NAPESCO from in house solution provider to an efficient profit center. 


Financial Statement analysis
After studying the financial statement of 2005, 2006 and 2007 (full annual report of 2006 & 2007 are attached with this report as Appendices A & B respectively), the following result are:
Before showing the analysis we would to mention a very important note which is:
In 2006 there was a big conflict between the board, main shareholders and executive management which resulted a drop in the performance; however NAPESCO manage to overcome this issue and make a good achievement on 2007.
Step one: identifying industry characteristics.
Our product:

Napesco is a company that started running business on 1993 and its core business is such as cementing coil tubing pumping, stimulation and other miscellaneous associated services related to drilling operations related to the oil and Gas sectors.
Here are some of the services along with its details:
Cementing:
Oil well cementing is the process of placing cement in the annulus between the casing and the formation. The major objective of primary cementing is to provide zonal isolation in the wellbore of oil, gas and water wells to prevent fluids such as water or gas in one zone from oil in another zone. To achieve this objective, a hydraulic seal must be inserted between the casing and the cement, and between the cement and the formations, while at the same time preventing fluid channels in the cement sheath. This requirement makes primary cementing the most important operation performed on the well. Without complete zonal isolation in the wellbore the well may never reach its full producing potential.
Stimulation:
The success of any stimulation treatment depends on the correct identification of the well problem so that proper treatment and technique can be selected. The most common well stimulation involves use of acid successes also depends on how effective this reactive fluid is placed.


Coiled tubing:
Coiled tubing is the fastest growing segment of the well service industry today. The interest in coiled tubing services has been fueled by: The economics of the operation, which are often far superior to conventional work over rigs due to: 
Faster rig-ups. 
Rapid running speeds. 
Ability to work through existing completions on live wells. 
Carry on well treatment without the pressure of rig.
Human Resources & Technology:

Technology
In our industry the amount technology plays a huge factor into dominating the market and it is obvious to everyone that companies who enter into this industry with a solid R&D infrastructure could very well dominate the worldwide market if allowed to do so.
Human Resources
Defiantly human resources plays an effective factor also rather than the technology, and here we talk about the skills of the man power who is supervising and controlling the technology tools in order to do the job and maximize the efficiency of the time versus tasks accomplished.
Management
 Nevertheless the management acting an effective role into this industry since they build the whole strategy of the company in all aspects. 
Market Research:
Market size:
The drilling services market is comprised of local (51% Kuwaiti ownership or greater) firms and
International companies for each line of business. However the market for directional drilling
And electronic submersible pumps are dominated by international companies. The following table
Summarizes our key finding and analysis.

PART OF THE SUMMARY MARKET DRILLING SERVICES

	Line of  
	Current size
	Future size
	Number of vendors

	Cementing
	7,000,000
	50,000,000
	4

	Drilling Rigs 
	25,000,000
	300,000,000
	3

	 Coil tubing
	1,000,000
	8,000,000
	5

	Stimulation
	5,000,000
	20,000,000
	5


All number in the above table are rounded and estimated.
Competition:
Concerned to the oil industry, market share is divided mostly between 4 major companies and are:
Halliburton
Dowell Schlumberger
BJ Services
NAPESCO
And it is good to mentioned that NAPESCO is the only local listed company among others.
Step two: identifying company strategy.
NAPESCO Vision:
Our vision is to become the market leader in our chosen businesses throughout the Middle-East region, yielding maximum return on investment for our shareholders and adding value for our stake holders. 
We shall maximize our market share in our current markets and expand regionally, either directly, through partnerships or through strategic acquisitions.
We shall utilize Best Practices in QHS&E, Management Processes and Information technologies to ensure no harm to our people, no harm to the environment and to create a practical management model that can be replicated in new operations.
We shall provide reliable, value added solutions to our customers, through the introduction of new technologies and unique solutions imported from our technology partners and through technology development programs.
The company will strive to attract and retain qualified professionals through a rigorous recruitment process and develop them within a structured Grading and Competency System. We shall adopt a comprehensive partnership culture with all employees, promoting team spirit and aligning their personal aspirations with that of the company´s vision.
As a national company, we shall adopt aggressive training programs for indigenous employees and provide community services through public relations initiatives.


Diversification:
Product wise:
Napesco is aiming toward expansion into the service they provide and they achieve that expansion if you compare between their activities from establishment day until 2009, however the management believe in focusing in their main line of business and not to distract their investment into other businesses.
Market wise
Management in Napesco is concentrating on the Oil and Gas sector since the projection of those two sectors seems to be very attractive. And again focus into their core business.
Geographical wise:
Napesco is aiming toward leading the market within the Middle East and then to become one of the biggest companies in their line of business all around the world.
Company Propositions:
As we mentioned before that technology and human resources play the game into this industry, NAPESCO has went aggressively toward R&D to insure that they are in line with the latest technology which could help them in the competing between value of service and cost.
Other factors that concern to cost, NAPESCO has a great procedures to Sub-contracts part of the complete job to make sure that the sub-contractor provide the same value that NAPESCO provide to its clients.


Step Three: Analyze financial statement
Liquidity:
	Year
	Short Tern Liquidity
	Long Term Credit Risk

	 
	Current Ratio
	CFFOTCL
	Receivables turnover
	Debt Ratio

	2005
	4.13
	1.39
	4.88
	0.25

	2006
	6.23
	0.68
	4.07
	0.29

	2007
	2.25
	0.93
	2.97
	0.37



 
Current Ratio
Current Ratio measure the ability of the firm to cover its current liabilities and its, hence our graph shows that the NAPESCO is on a good shape in terms of its short term liabilities, however the drop occur on 2007 was due to the settlement of the short-term debts after executive management replaced.
Cash Flow From Operations to Current Liability (CFFOTCL)
CFFOTCL compute how good is the operating activity of the company and its ability to cover its short term liabilities, hence our numbers indicate that the company was in good shape on 2005 and due to 2006 issue it has dropped but recovered its drop in 2007.
Receivables turnover
Receivables turnover simply define how good is the company on their collection of their receivables and it also indicate the cash ability of the firm, our chart shows that the was able to do a great job in the collection in 2005 and 2006, however the drop in 2007 was due to focus on recovering from the issue occurred in 2006.
Debt ratio
Debt ratio calculate the percentage of your assets financed by liability and indicate the relative size of the equity position, and the chart shows that in all years we are in a good positions in our assets which indicate that we have always more than 60% of the assets financed from the equity not from debts, and from this encourage creditors if NAPESCO require loans in the future.


Profitability:	
	 
	NIAPONS
	Earning Per Share
	Return on Assets
	Return on Equity

	2005
	0.18
	16.02
	0.18
	0.16

	2006
	0.14
	14.04
	0.06
	0.08

	2007
	0.23
	30.54
	0.22
	0.15




Net Income as a Percentage of net sales (NIAPONS)	
NIAPONS represent your margin, and the chart shows that there is a growth in profitability except in 2006 which was a special case and here we can prove that even with the replacement of the executive management the NIAPONS increased in 2007.
Return on Assets
 Return on assets indicates the productivity of the company assets, NAPESCO is a very productive in their assets and the figures describe so except of 2006.
Return on Equity
Return on Equity compute the rate of return on the stockholders equity, the numbers and the graph shows that there is a growth in the rate of return on the equity and this is a great measure of the good positions and profitability of NAPESCO.


Earnings Per Share
Earnings per share represent the common figure to measure the profitability of the firm; our company is performing well but unfortunately there is no bench mark within KSE since NAPESCO is the only local company that provides this service but the earning per share shows and indicates of the strong profitability and position of this business.

Step Four: Forecast future performance and risk attributes.
Regression:
We took all the data from the said financial statements and insert it into a regression module, but and due to the incident in 2006 our regression module was not able to provide the accurate forecast, however the module regression module data and figures stated below:
	Year
	Short Tern Liquidity
	Long Term Credit Risk

	 
	Current Ratio
	CFFOTCL
	Receivables turnover
	Debt Ratio

	2005
	4.13
	1.39
	4.88
	0.25

	2006
	6.23
	0.68
	4.07
	0.29

	2007
	2.25
	0.93
	2.97
	0.37

	2008
	2.32
	0.53
	2.06
	0.42

	2009
	1.38
	0.30
	1.10
	0.48

	2010
	0.44
	0.07
	0.15
	0.54

	2011
	-0.50
	-0.17
	-0.81
	0.60

	2012
	-1.44
	-0.40
	-1.76
	0.66

	R-Square
	22.36%
	41.73%
	99.24%
	94.96%



	Year
	Measure Profitability

	 
	NIAPONS
	Earning Per Share
	Return on Assets
	Return on Equity

	2005
	0.18
	16.02
	0.18
	0.16

	2006
	0.14
	14.04
	0.06
	0.08

	2007
	0.23
	30.54
	0.22
	0.15

	2008
	0.24
	32.86
	0.20
	0.12

	2009
	0.26
	38.20
	0.22
	0.11

	2010
	0.28
	43.53
	0.24
	0.11

	2011
	0.31
	48.87
	0.27
	0.11

	2012
	0.33
	54.20
	0.29
	0.10

	R-Square
	29.94%
	64.94%
	7.14%
	1.05%



Internal Information forecast:
After searching for information to get the forecast of the company we have collect a very confidential information from the oil sector that assure that are a lot of new projects with huge amount of money will be executed in the near future and NAPESCO is targeting those projects.
Moreover facts show that oil and gas industry is expanding exponentially within the region and NAPESCO is going to compete on all coming projects.
Step Five: Estimate firm value
Unfortunately and due to the financial crisis NAPESCO current price is undervalue due to the forecast and fact that this sector is booming within GCC and Middle East regions and that GCC country consider oil and gas as its main income and will not stop. We assume that the price shall be higher than its current price.


S. W. O.T analysis
Based on the gathered information and interview with Eng Essam Saloussy (Ex- NAPESCO Employee and several other oil sector companies) and Eng Mubarak Al Jassim (Managing director of NAPESCO during 2005 and part of 2006). The following S.O.W.T analyses were resulted:
Strengths
There are a lot of component that really consider strength of the company but the main strengths of the company are:
· The only local company that provide the service: this is considered as the main strength of the company since there are rumors closest to facts that the government will put some regulations on the bidders to use the local service provider if not as a main contractor but to be as subcontractor.
· Oil & Gas Sectors are a governmental support service: this is an advantage to the continuity of this business since all the GCC countries depend on those sectors as the main income and government is rare to collapse, even with the current financial crisis this is considered as a big advantage of NAPESCO that business will continue.
Weaknesses
NAPESCO is a small local company compare to the international competitors who has been in business since long time with its limited knowledge and capability specially to enter into huge projects as a prime contractor.
Opportunities
Since Oil and Gas are the main source of energy worldwide, there will be a huge expansion into those two sectors due to the large demand of energy worldwide, moreover there are a lot of discoveries of new Gases this will also give NAPESCO an opportunity to expand more and get new projects.
Threats
NAPESCO is the only local company that provides this service; hence there is a threat of establishing a new Local company with the same core business.
In addition to that the competition with the international company in the region is very tough.
Finally, after 2006 incident its worth to mention that a repetition of this incident is considered a threat on the company, meaning a conflict between the board and executive’s management and a takeover is a threat for all companies.


Conclusion and Suggestion
Conclusion:
We conclude that NAPESCO is a great opportunity of business with a sector that is booming in the region and the numbers and forecast information we provided proved so. Even with the 2006 incident it was able to recover and do well in 2007.
Suggestion:
We highly suggest that company focus more on their strengths mentioned in the S.W.O.T to grasp all the opportunities available in the market taking into consideration their ability to execute this work.
Moreover, try to overcome the weaknesses and convert it to a strength to face the compition which is a big threat for the company.
And in order to be stable a board and executive management should be harmony with each other.






Listing Prospectus
	Availability
	Condition

	Available
	Brief about the company’s incorporation, its main objectives, and its relationship with related companies including parent, subsidiary or associated companies.

	Available
	Description of the securities that the company has previously issues and those it wishes to issue the near future

	Available
	Names of persons who own with their minor children more than 5% of the securities issued by the company including the number of securities owned by each of them.

	Available
	The significant events that the company has witnessed from the date of its incorporation until the submitting of the listing application.

	Available
	The company’s annual report for the two financial years prior to the submitting of the listing application.

	Available
	The interim financial statements, which cover the period from the end of the financial year prior to the listing application until the end of the last quarter prior to the application date.

	Satisfied
	DFM should be satisfied that the financial position of the company is sound. The company must issue and offer to interested investors in the UAE, free of charge, before listing an information memorandum. The information memorandum should contain such information as is necessary for potential investor to make an informed assessment of the company and its securities.

	Available
	The company should comply with International Financial Reporting Standards or US GAAP and should present its financial statements in US dollars in addition to its local currency. 

	Available
	Soft copy of the company logo and financial reports for the last financial years and the interim financial report for the last quarter.

	Available
	Letter of choosing a trading symbol in English capital letters of maximum 10 characters.

	Available
	The listing prospectus should also include the followings
· General Board of Directors Summary about the company
· Auditors report
· Financial Statements including (Balance sheet – comparison of the last two financial years), (Income statement – comparison of the last two financial years), (Statement of Cash Flows – comparison of the last two financial years), (Statement of changes in Shareholders’ Equity – comparison of the last two financial years), (Earnings Per Share – comparison of the last two financial years.


*Availability/Satisfaction were almost for the sake of assumption.
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