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What’s happening?

Investment pool pertaining to gas stations in the KSA has witnessed notable
revolution both in standards regulating the business and quality of competition. Many
international and regional brands got involved in the past few years. Margins
generated from selling fuel are little, so what motivates investors’ appetite? This
report briefly highlights this investment’s major drivers.
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Transformation motives:
More flexibility

The Ministry of Municipal and Rural Affairs and Housing has pushed the gas station
sector forward in its latest update of "Service Centers" requirements. Stimulated by
new regulations, gas stations in the KSA leaped in number, quality, and competition.

Major updates

Then Now
o Category A: accessed by a regional road Category A: outskirts
Categorles Category B: accessed by a regional road Category B: 2 pumps / 500 m?2
Category C: in city Category C: Integrated Service Centers
Category D: in city Category D: mobile service centers
Then Now

. Category A: Minimum 100K sgm
Slze Category B: Minimum 6K sgm

Category C: Minimum 3K sgm faked
Class D: Minimum 2K sgm
of I Then N

Building e

10 % Outskirts: 40 %
coverage ° In city: 30 %
ratio

° Then No

Distance to v

2 km - 20 km
nearest gaS Depends on category and road type No minimum requirement

(connectivity, width, and directions)

station
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Regulatory implications,
qualified operators

Recently enacted regulations aiming at bettering conditions of gas stations offers
greater margin of 15 Halalas as compared to previous 9 Halalas. Compliance to
regulations leads to higher turnover.

Qualified companies

3 6 companies with 2 3 7 9 gas stations nationwide

Sector qualification rate

qualified operators’ locations vs. non-qualified operators’ locations.

%76 %24

Non-qulaified companies Qualified companies

Gas stations market operates over 10,000 sites nationwide, accordingg to the
General Authority for Competition. Qualified operators run 2,379 locations, that is
almost only a quarter of the market. Upcoming competition is expected to up
qualified sites in the near future.
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ALDREES SASCO and NAFT ARAMCO other big players

ALDREES acquires the largest market share with its 740 locations, followed by SASCO.
It is noteworthy that SASCO has sealed a deal in 2022 made it a major shareholder of
80% of NAFT Company. ARAMCO, on the other hand, acquired a network of 270

locations on which upgrade is intended. Other major brand names operate around 373
sites.

£ Preliminary Financial Results Report September 30, 2022 - SASCO
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Effectiveness of gas station
investment

Recent updates of the gas stations market led to increased competition, and major
players continue to plan to expand their network and market share. Ongoing expansion
started to burden their balance sheet due to increasing costs of capital investment.
Therefore, many were overwhelmed to shift strategy.

1. Owned land

Although land property appreciates in value over time, it limits
options of growth horizontally. This is mainly to the high cost of land
which yields lower returns on investment.

2. Leased land

Ground lease has become the strategy for many to expand further.
The lower the cost of investment, the higher returns. Cash that once
was locked up as an asset of land is freed allowing for faster
expansion.

Number of leased location

88. =
SASCO % Leased 440
126
ALDREES % Leased 614
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Acquisition; The most
effective way to
enter and expand

Recently, the market has witnessed initiation of Saudi Aramco's operations of gas
stations in the Kingdom of Saudi Arabia, in addition to ADNOC Distribution -the
largest in the UAE. This paves the way for fierce competition to take over gas station
locations in bulk, rather than development of one-by-one.

Both companies chose acquisition on existing gas stations as strategy of entry.

Efficiency of acquisition on existing locations can provides:
Quick expansion targets achieved
Unigue sites with existing track record

Retention of previous customers of the acquired company

270 Additional Stations
Through the acquisition of Sahel

&ngawligsoli i

saudi aramco £

S ﬁ 35 Additional Stations
q—ial

ADNOC Through an acquisition of 3 Saudi companies' stations
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Investment indicators

The following is the investment dynamics of a Aypothetical gas station project located in
the center of Riyadh with a location that is easily accessible. It gives a snapshot on
yields of the two options of the investor: land-owned or land-leased. What would the
investment returns if the land is purchased? Oppositely, what leasing the land would
offer?

Income generators

Fuel Kiosk Car service Grocery F&B ATM
Indicators
Owned land Leased land
Yield
8% 31%
Owned land Leased land
Capital returns
Growth in land value N/A
Fuel Other Services
Income
33% (Y&

Indicators of this Aypothetical project reveal a greater margin for when land is leased for gas stations.
This may answer the beginning question of what motivates investors' appetite in light of lower profit
margins of fuel. In addition to lower investment cost of leased-land gas station, over two-thirds of

income is generated by other components of the gas station.

Performance varies based on a wide range of factors. This includes, but not limited to, location,

accessibility, size, and services.
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Disclaimer

This report seeks to provide a general perspective of the subject discussed herein. It does not intend to provide any type of recommendation to sell,
purchase or invest in any real estate or other assets within or outside the scope set out herein.

Accordingly, this report does not consider the special financial conditions and the extent of the willingness of each investor to accept/bear the risks
related to investing in the matters dealt with and referred to in this report.

In general, the investor is preferably required to seek advice from various entities and several sources of information when the matter is related to the
investment decisions and must examine the impact of such decisions on his financial, legal, tax, and any other position before entering into these
investments.

The real estate markets, and the micro and macro-economic variables have a variable nature and may face sudden fluctuations without prior warning,
so investors may be exposed to unexpected risks and fluctuations.

All information, opinions, expectations, values, and figures in this report are obtained from sources Esnad Real Estate Valuation believes to be reliable;
All information, opinions, expectations, values, and figures are collected in good faith,, In addition, Esnad has performed due diligence to ensure that
the facts in this report are accurate, fair, and reasonable. However, Esnad Real Estate Valuation did not independently confute this information;
therefore, this information may be brief and incomplete. Accordingly, Esnad Real Estate Valuation is not responsible for the accuracy or validity of the
information and expectations contained in the report. Thus, it shall not be responsible for any material or moral loss that may occur due to the use of
this report or parts thereof.

Esnad Real Estate Valuation does not give any guarantees concerning the strategies, expectations, data, statements, indicators, rates, figures, or prices
contained in the report. The predictions express the current opinions of Esnad Real Estate Valuation as of the date of publishing this report only;
there is no guarantee that the future results or events will be consistent with any opinions or predictions contained in this report; all the strategies,
forecasts, data, indicators, rates, figures or prices are changeable or modifiable without prior notice. Any investment's past performance is not
considered an indicator of future performance. Therefore, the performance estimates regarding the prospects contained in the report may not
materialize.

Esnad Real Estate Valuation disclaims its liability and does not accept responsibility for any loss resulting from any use of this report or its contents.
Esnad Real Estate Valuation and any of its employees, including the superiors, managers, or officials, shall not be held responsible - in any way - for
the contents of this report.

This report was prepared based on the data of the sector companies from their official sources, in addition to the analysis of the Studies and
Research Department in Esnad real estate valuation.

Studies and Research Department of Esnad Real Estate Valuation has separately and independently prepared this report. Accordingly, no internal or
external parties, who may have a direct or indirect interest in this report, were informed in addition to that before consideration, except for those
whose position authorizes them to do so.

The report was prepared to be used as a single unit, so it cannot be divided, and no part of the report should be used separately from the rest of its
parts.

This report or any part thereof may be copied for distribution to any party, whether inside KSA or abroad, only after obtaining prior written
permission from Esnad Real Estate Valuation. The individuals and entities receiving this report shall adhere to these restrictions, while acceptance of
this report means accepting compliance with the above restrictions under the Copyright rules and regulations.
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We support you

About Esnad

The Consultation and Valuation Department of Esnad pays attention to
providing specialized real estate studies and consulting services of all kinds
in the local market to the companies, investors, banking sectors, and
individuals in a way that helps them to make the proper investment
decisions depending on the scientific approaches and methods in
conformity with the international standards.

Our Services

Real Estate Valuation Specialized Real Estate Studies of all kinds
Management consulting Financial Studies of projects and real estate of all kinds

Investment strategies for real estate portfolios management

Contact Us

DXl info@Esnadrealestate.com @ Esnadrealestate.com

¥ (in Esnadrev N +966 50 661 8222
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