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Omnitek Engineering Corp. (OMTK)

Next-Generation Energy

Revenues and Margins Dip in 4Q08; Under-Capitalization Contin-
ues to Limit Growth; Cutting Estimates; Maintaining Neutral

Key Metrics

Investment Conclusion

Price: $0.55
Rating: Neutral
52-Week Range: $0.25-3.00
Cash (M): $0.05
Debt (M): $0
Debt/Capital: 0%

Book Value/Share: $0.11

Market Data

As fuel prices rise and government entities continue to put pressure
on sources of carbon emissions, we believe the commercial vehicle,
diesel gen set and bus markets—all segments being significant pro-
ducers of greenhouse gases (GHGs)—uwill likely accelerate its adop-
tion of alternative-fuel and hybrid vehicle platforms across all vehicle
sizes. From a technology standpoint, we feel Omnitek is well posi-
tioned to grow its base of business within the diesel-to-natural gas
conversion markets; however, we believe the company’s balance
sheet could be a limiting factor to revenue and earnings growth.

Summary

Market Cap (M): $9
Enterprise Value (M): $9

Shares Out. (M): 16.0
Float (M): NA
10-Day Avg. Vol.: 700

Institutional Ownership: NA
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Valuation

FYO8E EV/Sales: 2.6x
FYO9E EV/Sales: 2.5x
FYO9E P/E NM

Company Description

04Q08 results. Omnitek reported fourth quarter revenue of $0.7M and a
net loss of ($0.07) per share vs. our estimates of $1.0M and $0.00. We
estimate the company shipped a mix of 80% CIMS (carburetor controlled
engine) natural gas retrofits at approximately $1,500 per kit and 20% EFI
(fuel injection) kits at approximately $2,500 per kit. Total kit shipments
totaled approximately 400 kit units. The greater than expected net loss
resulted from lower than expected revenue, lower gross margins from
under-absorbed overhead and end of year stock compensation (non-cash).
The company was cash flow neutral during the period.

eMultiple opportunities in front of Omnitek. Omnitek is currently de-
signing products to service key programs in the U.S., including a $17M
opportunity with Cameron (CAM, $17.32, Not Rated) for retrofitting very
large diesel engines for gas line compression, a $4M opportunity for bus
conversions in Peru, a $900k opportunity in Bulgaria for city bus conver-
sions and a $450k opportunity for large truck engine retrofits in Malaysia.

eCutting estimates. We are lowering our estimates for Omnitek given the
company’s capital constraints. We believe a cash infusion of $3-5M would
sufficiently capitalize the company to execute on these developing oppor-
tunities for CIMS and EFI natural gas retrofits. We are cutting our FYO9
revenue and EPS estimates to $3.6M and ($0.05), from $5.8M and $0.02,
respectively. In addition, our FY10 estimates are lowered to $5.1M and
$0.00, from $10.9M and $0.10, respectively. As a result of the company’s
cash position, we are maintaining our Neutral rating on Omnitek.

MCF Estimates™

Omnitek Engineering Corp. is a
leader in the alternative fuels
engines industry. Omnitek devel-
ops and supplies new natural gas
engines, advanced engine man-
agement systems for gaseous
fuels and is the manufacturer of
proprietary technology used to
convert old or new diesel engines
to operate on natural gas, pro-
pane, or hydrogen. Omnitek of-
fers a total system approach and
is supplying alternative energy
solutions tat are affordable and
contribute to combat global
warming.

FYO8A FYO9E FY10E
SALES (M) Prev Prev Prev
1Q $0.5 $0.5 $1.0 $0.4
2Q 1.0 1.0 1.5 0.7
3Q 1.2 1.2 1.8 1.2
4Q 1.0 0.7A 1.6 14
FY (Dec) $3.6 $3.4A $5.8 $3.6 $10.9 $5.1
EV/S 2.4x 2.6x 1.5x 2.5x 0.8x 1.7x
EPS
1Q ($0.01) ($0.01) ($0.01) ($0.02)
2Q (0.00) (0.00) 0.01 (0.02)
3Q 0.00 0.00 0.01 (0.01)
4Q  (0.00) (0.07) 0.01 0.0
FY (Mar) ($0.02) ($0.08) $0.02 ($0.05) $0.10 $0.00
P/E NM NM 27.5x NM 5.5x NM
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Omnitek Engineering Corp.

Balance Sheet
($ in thousands, except ratios)

Current assets:

Cash and equivalents
Accounts receivable, net
Inventory, net

Deposits

Deferred Tax Assets
Total current assets

Fixed Assets, net

Prepaid expense
Intellectual preoperty, net
Total assets

Accounts payable and accrued expenses
Accrued expenses-related parties
Customer deposits

Shareholder loans

Total current liabilities

Total stockholders' equity
Total liabilities and stockholders’ equity

Current Ratio

Debt as % Total Capital
Net Cash per Share
Book Value per Share

Source: company reports
Brion D. Tanous (310) 377-1289
btanous@mcfco.com

Omnitek Engineering Corp. (OMTK)

Next-Generation Energy

FYO06 FYO7 FYO08
18 23 46
59 72 33
1,241 1,167 1,439
143 70 210
131 462 403
1,591 1,795 2,132
46 33 24
0 3 3
473 355 243
2,110 2,186 2,401
154 76 221
169 242 299
76 80 95
15 15 0
414 412 615
1,696 1,774 1,785
2,110 2,186 2,401
FYO06 FYO7 FYO08
3.8 4.4 3.5
0.0% 0.0% 0.0%
$0.00 $0.00 $0.00
$0.12 $0.11 $0.11

Neutral

March 3, 2009
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Merriman Curhan Ford Corparation ratings for OMTH (OMMTEK EMNGRE CORPY
Closing Price Feb 27, 2009; $0.33

120502
HE1.01
T:HiA

2003 Apr Jul Ot 2009
Legend: B Investars.com
N=Meutral, T=Price Target
E Initiated/Resumed Neutral
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Neutral

IMPORTANT DISCLOSURES

This research has been prepared by Merriman Curhan Ford & Co., a wholly owned subsidiary of Merriman Curhan Ford Group,

Inc. Some companies Merriman Curhan Ford & Co. follows are emerging growth companies whose securities typically involve a

higher degree of risk and more volatility than the securities of more established companies.

The securities discussed in Merriman Curhan Ford & Co. research reports may be unsuitable for some investors depending on their

specific investment objectives, financial status, risk profile, or particular needs. Investors should consider this report as only a single

factor in making their investment decisions and should not rely solely on this report in evaluating whether or not to buy or sell the se-

curities of the subject company.

Regulation Analyst Certification (“Reg. AC")

All of the views expressed in this research report accurately reflect the research analyst's personal views about any and all of the sub-

ject securities or issuers. No part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific

recommendations or views expressed by the research analyst in the subject company of this research report. Research analysts are

not directly compensated for specific revenue generated by the firm’s investment banking transactions/activities.

General Disclosures

MCF & Co. expects to receive or intends to seek compensation for investment banking services for all of the companies in its re-

search universe in the next three months. Investors should assume that MCF & Co. is soliciting or will solicit investment banking or

other business relationships from the companies covered in this report in the next three months.

Security prices in this report may either reflect the previous day’s closing price or an intraday price, depending on the time of distribu-

tion. Designated trademarks and brands are the property of their respective owners.

Specific Disclosures

- MCF & Co. has not received compensation for investment banking services within the last 12 months, and does not expect to re-
ceive or intend to seek compensation for investment banking services in the next three months, from Omnitek Engineering Corp.

- Within the last 12 months MCF & Co. has not managed or co-managed a public offering for Omnitek Engineering Corp.

- MCF & Co. makes a market in OMTK and as such buys and sells from customers on a principal basis.

- Neither Brion Tanous nor a member of his household owns shares of OMTK.

- Neither MCF & Co. nor its officers, principals, employees, or owners own options, rights, or warrants to purchase OMTK.

- No MCF & Co. employee serves on the board of directors of Omnitek Engineering Corp.

- Neither Brion Tanous nor a member of his household serves on the board of directors of Omnitek Engineering Corp.

- Neither MCF & Co. nor its affiliates beneficially owns 1% or more of an equity security of Omnitek Engineering Corp.

- MCF & Co. has received an advisory fee for services as a Principal American Laison (PAL) from Omnitek Engineering Corp.

to accomplish listing on the OTCQX. We anticipate receiving additional advisory fees for this service.

Key to Investment Rankings (expected total share price return inclusive of dividend reinvestment, if applicable)

Percent of companies under research
coverage from which MCF & Co. re-
ceived compensation for investment

. Percent of No. of - ; : h h )
Rating Universe Stocks Description banking services provided in the previ-
ous 12 months or expects to receive or
intends to seek in the next three
months
MCF & Co. expects the stock price to appreciate
0, 0,
Buy 59% 57 10% or more over the next 12 months. Initiate or 6%
MCF & Co believes the stock price is fairly valued
Neutral 37% 36 at current levels. Maintain position or take no ac- 6%
tion.
MCF & Co. expects the stock price to depreciate
4% 4 o 9
Sell ’ over the next 12 months. Sell or decrease position. 0%

MCF & Co. archives and reviews outgoing and incoming email. Such may be produced at the request of regulators. Sender accepts
no liability for any errors or omissions arising as a result of transmission. Use by other than intended recipients is prohibited.

The information contained herein is based on information obtained from sources believed to be reliable but is neither all-inclusive nor
guaranteed by Merriman Curhan Ford & Co. No independent verification has been made as to the accuracy or completeness of the
information. Opinions, if any, reflect our judgment at the time the report is first published and are subject to change without no-
tice. Merriman Curhan Ford & Co. does not undertake to advise you of changes in its opinion or information.

Member FINRA / SIPC. Copyright © 2009. All rights reserved. Additional information supporting the statements in this report is avail-
able upon request.
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