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Refining makes room for production to keep up with the global trend

Even after FP’s listing, OMV Petrom SA remains the largest company in Romania listed

on BVB based on the market capitalization criterion (being outshone by only one foreign

issuer—Erste Bank). Currently, the company controlled by the Austrian group OMV,

seems to have adopted the idea of diversifying activity by increasing the weight of hy-

drocarbon exploration and energy production (including from renewable resources),

most likely because of the global perception according to which refining and marketing

margins will stay low.

Target Price (RON): 0.3739; Time Horizon: 15 months
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OMV Petrom SA (BVB: SNP) is part of the Energy super sector (alongside other
sectors such as ,Electricity production”, ,Coal” or ,Energy Equipment and Ser-
vices”). At a fundamental level, companies belonging to this industry are
strongly influenced by the macroeconomic cycle, especially by means of fuels
and energy required in industrial processes. Therefore, the best time to invest

in stocks of the energy field is towards the middle of the economic expansion.

The pro-cyclic character of Petrom’s sector leads us to the conclusion that, at
least in the upcoming months, its shares will keep facing pressures. However,
starting from the hypothesis of an economic revival as of 2013 and anticipated
by the stock exchange market, we have kept a rising price target set against

current values.

In the upcoming years, the company’s development plans entail diminishing
the weight of refining-marketing assets to 25% in the group’s total assets and
considerably boosting activity in segments like exploration and production, and
gas and energy respectively. Therefore, together with the multiples method,
we have also employed the free cash flow to equity approach (FCFE) based on
the financials estimated by us throughout 2011 - 2018 and on some general

considerations for the next years.

The result is the above-mentioned target price. The confirmation of this fore-
cast depends upon a series of factors, the most important ones being men-
tioned in the Valuation chapter of this research. Among these, we have singled
out the macroeconomic situation and the overall state of capital markets: a
worsening environment might lead to a negative performance while a rebound

significantly improves SNP’s chances to reach the target price.
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Activity sector

Grounded on the information provided in the previous research issued by Tradeville about OMV Petrom, we
can consider that there are at least three new important elements which should be taken into account.

Firstly, we should consider the overall situation of the global economy which will continue to grow at a very
slow place at best. Therefore, taking into account the fact that SNP belongs to the oil and gas sector, it is
highly likely for its sales to be negatively affected. However, once the economic growth is resumed, both
sales and stocks of companies in this super-sector tend to recover quite well. For this reason, according to
the sector rotation theory the best time to invest in stocks of this sector is towards the middle of the eco-
nomic expansion.

A second element refers to the recent tendency to split some companies comprising both refinery and mar-
keting activities and exploration and production into distinct companies (such as Marathon Oil and Conocco
Philips). Information appeared in the international financial media shows that this tendency is the result of a
superfluous refining capacity on a global scale that led to a deterioration in relevant margins. Even compa-
nies that will not adopt such measures (like Chevron) will focus, most likely, on the Exploration and Produc-
tion segment. The third observation concerns the diversification of the oil company’s business by including
energy generation activities either based on streamlined classic technologies in order to reduce carbon diox-
ide emissions or from renewable sources. In this regard, although the existing experience at the level of oil
companies should represent a comparative advantage in the geothermal sector, solar and wind power pro-
jects prevail in Europe.

Structure, governance and activity

Shareholding structure In order to better handle both the current economic environment and future
(30.06.2011) challenges in the relevant sectors, OMV Petrom SA decided to split its activity
Ietitution into 7 divisions : Exploration & Production, Refinery, Marketing, Natural Gas,
nstitutional
EBRD, investors, Others, Energy, Chemical Products and Global Solutions. The first six are classic operat-
2.03% 1.95% 4.26%
/ ing divisions while the seventh provides corporate services for the group’s oth-

Fondul
Proprietatea
,20.11%

er entities. This measure, although it might have the disadvantage of more bu-
reaucracy, usually entails a series of positive effects at an organisational level

oMy that derives from the fact that it facilitates monitoring the performance of each

g“lls(g;‘f/ unit and, eventually, an easier implementation of spin-off operations, sales or
. (]

Ministry of
Economy,

20.64%
even bringing activity to a halt.

Data Source: www. petrom.com, Reuters Knowledge The major focus towards streamlining operations is also noticed from the gen-

eral orientation towards reducing the company’s staff. Therefore, according to
Reuters data, on 30.06.2011, the company had 23,693 employees, accounting
for less than 40% of the workforce employed in 2002 against a backdrop of 2.5
times higher revenues.

Grounded on existing information, Petrom’s strategy responds quite well to the
two trends identified at an industrial level in the previous chapter. In relation to
the first aspect, SNP disclosed the intention to considerably diminish the
weight of Refining and Marketing assets (to 25% from 53% in the present) and
lift that of Exploration and Production assets (from 35% to 55%) fact that, in
our opinion, positively influences the issuer’s performance. The collaboration
with Exxon Mobile to explore the Neptun perimeter is also an appropriate stra-
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tegic move. Considering the expansion towards the field of energy generation, the company took important
steps by building the Brazi-based Combined Cycle Plants (gas plant) and buying the Dorobantu wind park.

It was expected for SNP’s shareholding structure and free float to undergo changes after the secondary pub-
lic offering carried out by the Romanian government this year. Nonetheless, the failure of this offering left
the shareholding structure unchanged relative to holders of important stakes. Another public offering might
be launched by the Ministry of Economy in the first half of 2012, when the Romanian government’s stake
would shrink by approximately 10%.

Throughout the interval that has passed since the previous research, we have not identified new data regard-
ing corporate governance quality. We believe that this is good towards average based on international stand-
ards and significantly above the market’s average relative to companies listed on the Bucharest Stock Ex-
change.

The overall picture projected by Petrom’s activities is rather good as it seems to be connected to the indus-
try’s trends and serve investors’ interests . The relation with the Romanian government is still of primary
Importance for the company and the recent scandal concerning an anti-competitive agreement on the local
market of fuels might draw undesired attention and even pecuniary loss. Nonetheless, SNP remains a local
»,blue chip” enjoying investors’ appreciation, this year’s offering failure being more likely caused by the unfa-
vourable market environment and by how the offer was structured.

Financials Analysis

Structure of SNP revenues outside the group

Further on, we will analyze a series of ratios computed based on financials re-

(2010) ported by the issuer in order to provide an overall image of its economic situa-
Exploration tion. In the Schedule you can see an excerpt of OMV Petrom SA’s annual finan-
Corpor?te’ & cials throughout 2008 —2010 as well as the estimated financials drafted for
Gas & 0.07% Production,
Energy, _\ 3.61% 2011 -2018.

15.47% — ——

Refining &
Marketing,

80.85%

Source: Reuters Knowledge

For a better image of return on equity we have employed an extended DuPont
system below:

_Grp/ .S EBIT d D NP,
ROE = AX/TAX Gr.px(l+A?BIT)X(1+ Eg ¢ A“BT)

The gross profit ratio (Gr p) refers to the difference between net sales (S) and
the cost of goods sold (COGS) and, relative to the value of Sales, offers us infor-
mation about the effectiveness of the company’s commercial activity (,Gross
Commercial Margin”). In the below-displayed table we see that this ratio has
been caught on an uptrend over the past 2 years and we forecast that it will
continue against a backdrop of changes underwent by the structure of SNP
activities. In contrast to said trend, the total asset, a ratio that gauges operating
efficiency, is sliding. As the energy industry is a capital intensive one, a slight
reduction in asset turnover is understandable as activity enhances (we have
not included potential net sales of assets). However, organisational efficiency
(i.e. the ratio between operating profit - EBIT and the gross profit) is improving
(as we’ve remarked in chapter 2 as well) and we expect that it will keep getting
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better in the long term.

The net effect of the above-mentioned performance was a sharp upturn in ROA, which is amplified by the
leverage effect. If, as we have estimated, the company chooses a more secure financial strategy but less
profitable for shareholders, the positive result will not be spectacular but the result of a low leverage will.
Fiscal leverage (ratio between net and gross profit) has oscillated over the past 3 years, however, we expect
it to hover around the 2010 value, reason why we’ve set it at 84%. We believe that all these factors will lead
to a long term increase in ROE and potential punctual fluctuations (as that estimated for 2011).

[mil. RON)
Financial ratios \ Year 20038 2009 2010 2011e 2018e
Gross operating profit (Gr.p) B,373.55 5,184 41 6,312 69 6,619.68 13,467 96
EBIT 1,20483 1,62048 298551 3,152.11 8,05293
Net financial result{d)*® -76.09 -451.06 -380.19 -369.96 -587.10
EBT* 1,128.84 1,165.42 2,605.32 2,782.16 7.465.83
Net profit (Np)** 978.30 860.24 220122 2,337.01 6,271.30
Total debt (TD) 6,744.35 7,713.32 9,222.35 9,300.42 16,407.67
Equity (Eq) 22,17296 22,813.32 25,542.91 27,605.67 54,003.65
Total asset (TA) 28,917.31 30,526.64 34,765.26 36,906.10 70,411.32
Sales (5) 20,127.36 16,089.73 18,615.69 19,000.00 2791942
DuPontSystem Y Year 2003 2009 2010 2011e 2018
Gross commercial margin (Grp /[ 5) 31.67% 32.28% 33.01% 34.84% 48.24%
w Operational efficiency (5/TA) 69.60% 52.71% 53.55% 51.48% 39.65%
u Organisational efficiency (EBIT/Gr.p) 1891% 31.20% 47 29% 47 62% 50.79%
ROA (EBIT [TA) 417% 5.31% 8.59% 8.54% 11.44%
¥ Leverage effect ((1+d/EBITix(1+TD/Eq)) 122.1B% 86.56% 118.77% 118.00% 120.88%
¥ Fiscal Efficiency [MP/EBT) B6.66% 73.56% 84403 B4.00% £4.00%
ROE 441% 3.77% 8.62% 8.47% 11.61%

*includes minority interests

** net profit attributable to comman shareholders excl. estragrdinary items
Source: Reuters Knowledge, own estimates and calculations

Concerning leverage, we see a low use of borrowed capital (on 31.12.2010, total debts accounted for less
than 27% of total balance sheet assets) which puts the company in a rather prudent financial position. For
the analyzed period, we have place the utilization rate within the 23-26% interval, in line with values of the
past 3 financial years. Regarding liquidity, measured by the , Acid Test” ratio, the company seems to have a
far more aggressive approach than in the case of leverage, reason why we decreased the value of this ratio in
the first 2 estimated years towards the 2007 value. However, we do believe that, even without changing the
financing of fixed assets by long term debts, throughout 2015 — 2018 the company’s accounting liquidity will
improve significantly following the results of investment projects planned in the medium term.

For the next 6 — 12 months, the macroeconomic environment will most likely be a rather adverse one for the
company. However, based on the issuer’s capacity to implement investment programs and on the success of
future explorations, long and medium term prospects look rather promising.
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To compute a series of theoretical prices we have employed, alongside the multiples approach, the Discount-
ed Free Cash Flow to Equity approach. For the valuation using multiples we have taken into account 5 multi-
ples: P/BV, P/S, P/E, EV/EBITDA and EV/EBIT computed for 13 similar public companies selected based on
Reuters data according to criteria described in the , Activity Sector” chapter. As for DFCFE, this refers to up-
dating annual FCFE (free cash-flow to equity) values estimated until 2018 (including) and a residual value that
represents bringing up to date the FCFE sum estimated for the period after 2018. To make the updates, we
have employed the expected return ratio (k) calculated using CAPM where Beta is 1 (according to Reuters
data), the risk-free rate of return stands at 7% p.a., while the market’s average rate of return (E(P)) stands at
12.5% p.a.

Sales in the oil industry’s refining and marketing segment are distorted by the fact that they usually include
taxes that vary from country to country, nonetheless, it has the advantage of being less distorted by account-
ing policies. However, P/E is the most tracked ratio by investors worldwide, despite the fact that net profit
could contain major distortions. As assets depreciated at a slower pace compared to other industries, the
EV/EBITDA ratio has an advantage over EV/EBIT. Finally, although the material basis is rather important, the
P/BV multiple doesn’t necessarily consider its market price. Therefore, we believe that the theoretical prices
derived based on P/S, P/E and EV/EBITDA are quite representative and, because there are potential distor-
tions in all three cases (hypothesis backed by the different values obtained in the below-displayed table)
we’ve preferred to take into consideration the target price resulted from the multiples approach- the mean

of the 3 values.

We’ve calculated the theoretical prices for each multiple by employing the aggregated ratios (capitalization,
sales, profit, etc.) at peer group level based on which we have derived the relevant sector’s multiples. After
having ontained said multiples, we were able to compute theoretical prices for the issuer’s shares (in RON-
terms) at which its multiples would have been equal to those of the peer group. As each of the multiples con-
sidered representative had both advantages and disadvantages, we have selected as target price computed
via the multiples method the arithmetic mean of these prices, i.e. 0.4045 RON/share. To convert financial
and market data in LEI we have used the reference exchange rate valid on 7.10.2011 provided by Reuters
Xtra3000. Further details about the calculation of theoretical prices can be found in the below table.

P/BY B/s pJE EV¥[Reuters EV/EBITDA EV/ERIT

Company Country Capitalization  Equity® Sales® (LTM) flet profit* [historical ([historical (histarical EAITDA® Earr* est, RON, [historical (historical Beta[SY, g(Reuters
(7.10.11F  [Istrep.) (LT} . . . (LT} LT - . . . monthly) consensus)
basis) basis) basis) mil.equiv.} basis) basis)

Essar Energy (B 1722736 2297340 5759732 1436.50 0.75 0.30 1199 4,543.5[1" 3,884.01 29,616.80 6.52 7.63 N/A  T7.65%
OMV Petrom RO 16993.23 19,110.74 2054358 2423.84 0.89 0.83 7.01 {90552 3,725.98 1831746 2.65 492 100 2230%
Paolski Kencern PL 14743.26 2345642 9190517 372797 0.63 0.16 395 5,128.09 382356 25,532.65 417 .68 0.86 -2.90%
Gazprom Salavat** RU 874903 218845 1212453 31942 400 0.72 2739 92731 4809 11,14558 12.02 2293 /A N/A
Hellenic Petroleum  GR 770401 10519.19 38224465 129528 0.73 0.20 595 205880 138879 17,136.33 B.32 12.34 058  17.00%
Neste Oil Fl 746248 1081700 5924768 171226 0.69 0.13 436 3,635.B6 245410 16,704 59 459 .81 D82  2690%
Statoil Fuel NO 7,1BB98 4069.06 3BEBBO.T4 74350 177 0.18 967 181148 115477 061184 5.31 B.32 /A 7.40%
DCC* IE 660943 400954 3743930 625.86 167 0.18 1070 1,15696  BBLS53 7,310.15 6.32 B.29 0.67 N/A
Alliance Oil SE 635049 100174 122105 13572 6.34 520 4679 25101 18070 11,051.48 4403 61.16 111 53.10%
UNIPETROL (Z 549712 680400 1622436 08.89 0.81 0.34 5559 90757 20021 5,489.75 6.05 27.42 N/A N/A
ERG IT 568911 775943 26,091.80 95.75 073 0.22 5042 42574 5710 0,14071 2147 N/A 058  1B.00%
Rubis FR 485049 334672 741849 24B69 145 0.65 1950 B4160D  398.00 B,015.94 7.15 15.12 0.52 9.20%
Ufaneftekhim RU 4580.04 316846 153784 5BS.S6 145 2.98 78] 63658 65658 3,518.84 5.97 5.97 042 N/A
Saras IT 42881 562510 4221124 26153 0.75 0.10 16.11 1,918.07 1009.20 B,697.79 3.49 .64 084 10B.50%
{S:f;osnw’ - 100,970.69 105,739.51 430,124.25 11,288.32 0.95 0.23 8.94 25,263.97 1646043  158,37245 6.31 9.68 075  22.16%

SMP thearetical prices (RON) - - - 03227 0.0851 03828 - - - 07457  0.6135 - -

SMP market price (RON, 9.10.11) - - - 03000 03000 0.3000 - - - 0.3000 0.3000 - -

(EURROM = 4,3130, EURUSD = 1.3378, EURGBP = 0.8596, EURPLN = 43837, EURRUB = 43.3437, EURNOK = 7.8023, EURSEK = 9.1015, EURCZK = 24.8700) - -
*RON, mil.equiv; ** data valid on 31.12.2010 for Gazprem and on 31.03.2011 for DCC

Data: Thomson Reuters
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For the DFCFE calculation we’ve chosen a 2-step pattern. First, we drew up SNP’s provisional Profit and Loss
Statement, Balance Sheet and Cash Flow Statement for each year throughout 2011 — 2018. Based on this
data (which you can examine in the Schedule hereto appended) we calculated the FCFE ratio for each year

based on the following formula:
FCFE = Net profit+Amortization+New debt-Gross Capex—Net chng. in fin.ass.—Change in Net Working Capital

For the years subsequent to 2018 we supposed that FCFE will grow at a steady pace for an indefinite time
and therefore we have computed a global sum updated at the level of 2018 and known as ,residual val-

ue” (RV) using the formula:

_ (I+g) _ _FCFEyyg
Ry = FCFE2018 " (k—g) where &= ROE018"( ! Net _ profityg

Both the annual values of FCFE from yearly estimates and RV were updated until 31.12.2012 using ,k”, i.e.
the above mentioned average return expected by shareholders. Once updated, we added these values and
divided them by the actual number of SNP shares. It resulted a price of approximately 0.4943 RON/share
(significantly above Reuters’ consensus of 0.43). However, in Petrom’s case FCFE is controlled by the majority
shareholder, reason why, in relation to each shareholder, we have to apply an average discount of 24.34%,
based on Mergerstat data for 2006-2009 (taking into account the industry and the current economic environ-
ment). Grounded on the above and on the considerable oscillations between prices resulted from the valua-
tion using multiples, we believe that the appropriate target price for a 15 month time horizon stands at
0.3739 RON/share as derived from applying the above mentioned discount to the theoretical price generat-
by the DFCFE analysis.

{RON, mil.) 2008 2009 2010 2011e 2012e 2013e 2014e 2015e 2016e 2017e 2018e
Sales 20,127.36 16,089.73 1861569 1900000 1689421 1B,161.28 1906934 2097628 2307390 2538129 2791942

{yoy %) - -20.06% 15.70% 2.06% -11.08% 7.50% 5.00% 10.00% 10.00% 10.00% 10.00%
COGS 1412084 11,256.27 12,79098 1280391 1138484 1175205 1182866 1244943 1307607 13,703.55 1507390

(% af 5 70.16% 65.96% 68.71% 67.39% 67.39% 6L 71% 62.03% 59.35% 56.67% 53.99% 53.99%
Net Profit 978.30 860.24 2,201.22 2,337.01 142757 L730.12 1,247.24  2,BBR30 382459 509447 627130

(% af 5 4.86% 5.35% 11.82% 1230% 8.45% 9.64% 11.78% 13.76% 16.58% 20.07% 22.46%
Amortization 1,4844% 185487 212474 220981 243623 275310 304670 3,31B¥4 357080 380435 387420
CAPEX Iin

) . 370354 455563 499973 523089 6,7/73.83 B /75648  6,739.73 B,756.68 675097 4,753.56
intangible asst.

Net change in

. -26.88 54386 -1,040.91 -42.89 359.05 311.16 473.62 540.23 £19.91 313.65
wrk.capital
New debt - 1,181.43 24516 163.81 B40.09 937.65 106748 1,105.76 B60.85 B56.87 7B6.83
FCFE - 219.88 -528.37 751.81 -484.10  -1,692.01 -706.22 97.44 95032 2,3B4.82 5,865.11
Update factor - 0.0000 0.0000 1.1250 1.0000 0.BBB9 0.7901 0.7023 0.6243 0.5549 0.4933
0.00 0.00 B45 7B -484 10 -1,504.01 -558.00 68.44 59890 1,32340 2,B93.08
Updated FCFE
Residual value
50,300.45
(RWV) :
Updated RV - - - - - - - - - - 24 B1171
Estlmatfzd_no of 56,644.11
shares [mil.)
Trgt.price without - - - - 0.4942
discount{RON)
Minarity sh.
24.34%
discount (%)
Target price
(RON) = = = = 0.3739 = = = = = =

Data source: Thomson Reuters
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In conclusion, we think it’s adequate to mention the main risks for the employed analysis approaches and for
the company itself. The multiples approach starts from the hypothesis that the issuer’s multiples tend to-
wards those of the relevant sector. However, this is the greatest risk entailed by valuations of this kind be-
cause the company’s prospects might be entirely different from those of its sector. Furthermore, there is
also the risk of the company’s or the sector’s financials to be distorted to such an extent that those multiples

are no longer relevant.

As for the inherent risks carried by the DFCFE approach, we believe that the most important are the choices
made regarding certain key ratios. Among these it stands out the average return expected by shareholders
(k) and its components, performance of sales, investments in fixed capital, cost of goods sold, depreciation
expense and the FCFE rate of growth after 2018 (g). Moreover, we believe that the discount value is also im-
portant for minority shareholders. In the below table you can see a brief sensitivity analysis showing how an

adverse or a favourable 1% change would influence the theoretical price obtained via DFCFE.

Basic Adverse  Favorable  Eval.modification Eval.modification

Variable . " -
SCenario change change with adverse chng  with favorable chng

Beta 1.00 1.01 0.99 -0.71% 0.72%
RFR 7.00% 7.07% 6.953% 0.00% 0.00%
E(P) 12.50% 12.63% 12.38% -1.61% 1.64%
g 0.75% 0.74% 0.76% -0.06% 0.06%
Aurg growth rate in 5.20% 5.15% 5.25% -1.14% 1.16%
Sfyear
COGS/S (2017) 53.00% 54.53% 53.45% -3.37% 3.37%
Amortization /fixed 7.34% 7.42% 7.27% -0.26% 0.27%
assets
AvTE. Bross non-

== B,083.43 6,154.36 6,032.50 -3.14% 3.13%
fin.inyfyr (mil RON) ! ! !
Discount 24 34% 24 58% 24.10% -0.32% 0.32%

Independently of the elements of the used method, there is the insignificant risk of a mass depreciation in

stocks at the level of the entire local market (or even European or global) if market conditions worsen.

We believe that the most important cluster of risks that the issuer might encounter in its activity involves the
macroeconomic risk (by the influence on demand for SNP products), fiscal risk (relative to rising taxes and
royalties), political risk (relative to the relation with regulatory authorities), market risk (shifting oil prices),
exploration risk ( specific to the exploration and production activity), currency risk (currency shifts influenc-
ing RON-denominated prices and oil prices as well as taxes) and operating risk (by means of product quality

and the safety level of operations and the environment).

There is also a second cluster of risks, which we consider to be less relevant for Petrom at the moment: li-
quidity risk (the acid test ratio stands at rather low values, however, there are no financing issues looming on
the horizon at the moment), credit risk (commercial), interest rate risk (referring to financing risk), reputa-

tional risk and natural disaster risk (considering the nature of oil-based activities).
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LTM = last twelve months;

ROA = return on asset;

ROE = return on equity;

P/E = price / net profit per share;
P/BV = price /equity per share;
P/S = price/ sales;

EV = market cap + debt - cash and cash
equivalents;

EBT = profit before tax;

EBIT(DA) = operating profit (+ amort.);
Beta = price sensitivity to market changes;

g = profit growth rate;

Capex = acquisitions - sale of assets
(non-financial);

Net change = price change;

Working capital = inventory + accounts

receivable + prepaid expense - commercial

debts - unearned revenues;
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accuracy of said information. The investment in financial instruments entails peculiar risks including but not confining to: market price fluctuation, dividend, return
and/ or profit uncertainty, exchange rate fluctuation. Furthermore, the past performance of financial instruments is not a guarantee of a similar future perfor-
mance.
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Schedule — OMV Petrom SA Financials (2/3)

Balance sheet

mil. RON, IFRS
311208 31/12f/09 31/12/10 201le 2012e 2013e 2014e 2015e 2016e 2017e 2013e

Total liquid assets 572.50 38400 158860 1,115.76 SoBO4 201018 141822 176038 3,00491 5,604.03 1172204
Total receivables, net 102159 104774 139798 142684 126870 136386 143205 1575.25 173278 190606 209666
Inventories 275891 258269 250012 255173 2,26882 243908 256105 281715 3,08887 340875 3,74963
Prepaid expense 24568 344191 BBO.3T  423.65 48298 529.00 47854 49684 50146 492328 49686
Other CUrent assets UTEN N8 Y NSA LTE N8 Y NSA LTE NS& Y
Total current assets 458868 435834 616707 551798 461864 634213 588086 664963 £,338.01 11,501.12 18,065.19
Tangible and intangible assets - net 20,625.01 22,790.64 25,146.64 27,8BD.E3 30,737.60 34,735.49 3B,439.79 4187205 45,052.25 47,998.90 48,8B0.14
Total financial assets 3,693.62 3,376.66 3,45155 350728 344516 346800 347348 346221 346790 346786 346599
Total assets 28,917.31 30,526.64 34,765.26 36,906.10 38,801.40 44,545.62 47.803.13 51,983.89 56,858.16 62,967.88 70,411.32
Trade and other payables 262799 241751 354641 355000 3,15655 3,258.36 3,27960 345171 3,625.45 3,793.43 417837
Other operating liabilities N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
Short term debts 130481 1,167.22 77470 542.29 oD6B40 1,32671 1,857.39 246578 2,B65.7B 3,295.64 395477
Current long term debts NfA NJA NSA N/A MfA NJA NSA N/A MfA NfA NSA
Unearned revenue 112420 112222 125719 116787 118243 120250 118426 118973 119216 118872 1,1%0.20
Other short term debts N/A NfA N/A N/A N/A NfA N/A N/A N/A NfA N/A
Total current debts 5,057.00  4,706.85 557830 5.260.16 5307.37 578756 6,32125 70722 7,683.39 828379 9,32435
Leng term financial debts 1687.35 3,006.37 364405 404037 445425 503358 5570.3% 606776 652861 695562 708332
Other long term debts N/ N/ N/A N/A N/ N/ N/A N/A N/ N/A N/A
Total long term debts 168735 3,006.37 3,64405 404037 445425 503358 5570.3% 606776 652861 695562 7,083.32
Total debts 6,744.35 7,713.32 9,22235 930042 9,76l.62 10,821.15 1189164 1317498 14,21201 15,239.41 16,407.67
Share capital 18,0983.37 1B983.37 1B,983.37 1B,983.37 1B9B3.37 21,830.BE 2183088 21RB30.BB 21EB30.8E 21,B30.88 2183088
Share premium 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Reserves and provisions 682572 658071 7,11859 584534 685188 693884 687872 £,880.85 £,902.50 6,89035 6,894.23
Revaluation reserves 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Retained earnings -3,636.13 -276076 -56005 177696 320453 495465 720189 1008819 1391277 1900725 2577854
Total equity 22,172.96 22,813.32 2554281 27,605.67 29,039.78 33,724.46 3591149 3880801 42,646.15 47,728.48 54,003.65
Total liabilities 28,917.31 30.526.64 34,765.26 36,906.10 38.801.40 44,545.62 47,803.13 51,983.B9 56,858.16 62,967.88 70.411.32
"Profit distribution” 078.30 BeD.24 2,201.22 2,337.01 142757 175012 224724 2BBR30 3,B2459% 500447 6,271.30

Sources: Reuters Knowledge, own estimates and calculations

Notes regarding estimates:

Cash at hand and in bank — we kept a cash balance equivalent with the difference between receivables and inventory, on the one hand, and debts to suppliers on the
other hand, to which we added an amount equal to 2/12 of the year’s payroll expenses. When there was a cash surplus (resulted from equilibrating the balance) we
added it as well.

Inventory, Total receivables, Commercial debts — we kept the proportion between the ratio and sales throughout 2010.

Tangible and intangible assets — the amount between gross capital expenditures estimated for each year and depreciation expenses. For the sum of 2011 investments
(CAPEX) we used the amount budgeted by the company. For 2012, we supposed that the company will invest the average value from 2007 — 2011. Throughout 2013
— 2017, we supposed that it will invest the minimum amount from 2007 — 2012 and RON 15 billion (split equally over five years) accounting for 50% of the maximum
value estimated in August 2011 by Exxon for the investment in the Neptun perimeter. In 2018, we supposed that net investments will be equal to 25% of the depreci-
ation.

Financial expenses; Prepaid expenses, Unearned revenues, Reserves and provisions — moving average of the value from the previous 3 financial years.

Long term debts (>1 year) — we kept the ratio between long term debts and nonfinancial assets from 2010.

Short term debts (<1 year) — used to counterbalance the balance in the case of a financing deficit considering the restriction to keep the total debt/ total asset ratio
within the 24% — 26% range throughout 2011 — 2017, 23% in 2018 respectively.

Share capital — we estimated 15% growth in 2013 (required to keep the total debt / total asset ratio within 24% — 26% throughout 2011 - 2017).

Accumulated profit — sum of previous year’s value and current year’s profit

Profit distribution — technical account equal to the amount of a financial year that was allocated to varfous uses (capitalization, covering losses, dividends, etc).
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Profit and Loss Statement

mil. RON, IFRS
31/12/08 311209 31/12/10 201le 2012e 2013e 2014e 2015e 2016e 2017e 2013e

MNet Sales 20,127.36 16,089.73 18,615.69 19,000.00 1689421 18161.28 19,069.34 2097628 23,073.90 25,381.29 2791942
Cther operating income 567.05 360.95 4B7.98 42559 376.64 404 B9 425.14 46765 514.41 56586 62244
Operating income 20,484.39 16,450.68 19,103.67 19,423.58 17,270.85 18,566.17 1949448 2144393 2358832 25947.15 2854186
Cost of Goods Sold MNfA NfA N/A N/& MfA NfA N/A N/& MfA NfA N/A
Taxes /A N/A N/A N/A /A N/A N/A N/A /A N/A N/A
Total C.O.GS. 1412084 1125627 12,79098 1280391 11,584.84 11,75205 1182866 1244945 1507607 1370555 15075.90
Gross operating profit 637355 519441 631269 661968 588601 681412 7,665.82 B99450 10,512.25 1224360 13467.96
Payroll and admin. expenses 368414 1719407 120244 125775 1,30177 1,33822 137168 141009 145239 1498596 154084
Amortization costs 148445 185487 212474 220881 243623 275310 304670 331874 357080 380435 387420
Other operating expenses NfA NfA NSA NJA NfA NfA NSA NJA NfA NfA NSA
Total operating expenses 516863 3,573.94 332718 346756 3,73801 409133 441838 472883 502319 530031 541503
Operating profit (EBIT) 1,204.593 162048 298551 3,152.11 2,148.00 2,722.79 3,247.44 4,265.67 5489.06 6943.29 8,052.93
Inceme derived from interests (stakes) 402 6.07 672 5.60 £.13 6.15 5.96 6.08 &.06 6.03 B.06
Income from other financial inv. 355.11 178.76 367.40 300.42 282.19 316.67 2899.76 295954 305.33 301.54 302.14
Interest income 7718 0422 5B.28 25127 17291 03.63 315.13 22148 27457 468.98 BEB. 3B
Other financial revenues 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total financial revenue 436.31 279.04 452.40 557.29 461.23 416.46 61B.8B5 52711 58596 77655 119658
Adjustments to investment value 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Interest expense 24345 510.25 505.28 B91.EB7 BB5.56 B30.15 96261 113064 129524 142795 155707
Other financial expenses 268.96 219 87 217.31 235.38 224 18 225.62 228.40 226.07 226.70 227.05 226.61
Total financial expenses 51239 730.10 21259 927.25 90975 105577 119100 155671 152195 165500 178568
Financial result 7608 45106 38019 -36996 448352 63932 57215 -B29eR0 03598 87845 58710
Profit before tax (EBT) 1,128.84 116942 260532 278216 169949 208348 267528 343607 455308 606485 7.465.83
Income tax expense 233.28 336.14 415.67 445,15 271.92 333.36 428.05 549.77 728.49 970.38 1,194.53
Accounting changes NfA NfA NSA NJA NfA NfA NSA NJA NfA NfA NSA
Excluded operations NfA Nf& Sy N/& MNfA Nf& N/& N/& MNfA NfA N/&
Other extraordinary items 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Effect of extr.items on income tax NfA NfA NSA N/& MNfA NfA NSA N/& MNfA NfA NSA
Exceptional result (+/-) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Minority interests (+/-) B2.73 26.96 1157 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Preferred dividends [-/+) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Net profit adjustments {+/-) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Net pr attributable to ord sh., incl. extra. 978.30 860.24 2,201.22 2,337.01 142757 175012 2,247.24 288630 3,824.59 5,094.47 6,271.30
Net pr attributable to ord sh., ex.-extra. 078.30 B60.24 2,201.22 2,337.01 L1,427.57 L1,750.12 2,247.24 2.886.30 3.,824.59 5,00447 6,271.30

Weighted average no. of shares [undil,, mil) 56,644.11 55,644.11 5564411 5664411 5664411 56,644.11 56,644.11 56,644.11 56,644.11 56,644.11 56,644.11
Weighted average no. of shares [diluted, mil 56,644.11 56,644.11 56,644.11 56644.11 56,644.11 56,644.11 56,644.11 56,644.11 56,644.11 56,644.11 56,644.11
Gross dividend per share (RON) 0.0191 0.00 0.00 00177 0.00 0.00 0.00 0.00 0.00 0.00 0.00

. . Sources: Reuters Knowledge, own estimates and calculations
Notes regarding estimates:

Sales (S) — for H2/2011, based on previous years’ performances we estimated 90% of sales made in H1/2011. In 2012, we estimated sales higher by mere 5% set
against 2009, for 2013 vs. 2012 forecasting growth of 7.5% (at half compared to 2010 vs. 2009). In 2014, we anticipated a 1/3 slowdown in the pace of growth
shown in the previous year. Throughout 2015 — 2018, we anticipate 10% increase on an annual basis as investments in exploration and production and, partly, in gas
and energy are starting to show notable effects.

COGS — for 2011 and 2012 we estimated a COGS/S rate of 67.39% (the arithmetic mean of similar rates in 2008 — 2010 and H1/2011). For the upcoming years, we
took into account the press statements made by SNP’s management, according to which the weight of refinery and marketing margins would drop to 25% from the
current level of 53%. Furthermore, we considered that: the percentage of income derived from the oil-based activity will contract from 84.5% (in 2010) to 70% (in
2017 and 2018), the weight of refining and marketing revenues in total sales will decrease in line with lower assets and the COGS/S ratio of the refining and energy
divisions will stay at the level estimated for 2012. Moreover, we monitored the COGS weight in the revenue of some exploration and production companies in the
European area with market capitalizations of up to two times lower or higher than 115% * SNP’s current capitalization (we estimate the necessity of a capital rise by
15% in 2013) resulting an aggregate value of 25%. Thus, we established that in 2017 and 2018 the COGS/S ratio will stand at 53.99%. Throughout 2013 — 2016, we
anticipated a linear decrease thus reaching 2017 values.

Amortization — we kept an average proportion between amortization and non-financial assets throughout 2008-2010.

Payroll and administrative expenses — we forecasted growth equal to the inflation rate posted by the National Bank of Romania and by the Romanian Government for
2011 - 2014, estimating that the inflation rate will subsequently surge from 2.8% in 2015 to 3% in 2016 — 2018.

Other operating income — we kept the average proportion between this ratio and sales throughout 2008-2010.

Interest income — we kept the average of the 2 previous years of the ratio between income and interest in year n and the existing cash at bank and in hand in year n-

1.

Interest expenses — we kept the past two years’ average of the ratio between interest expenses in year n and the financial debts in year n-1.

Income from interests; income from other financial investments; Other financial expenses— moving average of the past 3 financial years’ value.

Income tax — we supposed it will stay at 16% until 2018 (including).
Minority interests — showing a positive effect throughout the past 3 years we considered them nil in the future.
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Schedule — OMV Petrom SA Financials (3/3)

Cash Flow Statement

mil. ROM, IFRS
311208 31/12f09 31/12/10 201le 2012e 2013e 2014e 2015e 2016e 2017e 2018e

Net Profit - 86024 2,201.22 233701 142757 175012 224724 2BB6.30 3,82459 509447 6,271.30
Depreciation - 185487 212474 220981 243623 275310 304670 3531874 3,570.80 3,80435 387420
Other non-cash items (/) - -60.41  B6l23 -76.89 4750 -163.51 -1pB91 -227.1% -265.50 -309.1% -151.54
Increase in working capital (-/+) -10121  -20049 167.40 -25495 32.23 -12 B3 -2.19 574 -3.09
Net Capex (incl.intangibles) (-/+) - -4,020.50 -4,480.74 -494400 -5283.00 -6,751.00 -6,751.00 -6751.00 -6,751.00 -5751.00 -4,75544
MNew financial investments (-/+) - 316.96 -74.89 -55.73 62.11 -22.83 -548 11.27 -5.68 0.03 187
Other investment flaws [-/+] NS& WA NJA AT NS& Y NSA NfA NfA NSA
Share Capital Change 000 284751

"Profit distribution" (-/+) - -860.24 -2, 20122 -2,33?.1}1 -1,427.57 -1,750.12 -2,247.24 -Z,B-BE-.EH] —3,324.59 -5,1]94.4? -6,271.30
New debts, net of reimbursement - 1,1B143 24516 16381 B4009 93765 106748 110576  B60.8B5  B56.87  TEGE3
Other financial flows 64036 2,72959 206276 143411 183718 218702 289742 383724 508235 627517
Foreign Currency Effect (+/-) Nf& NSA NSA LT Nf& Y NS A MfA NfA NSA
Cash at the beginning of the pericd 57250 38400 158860 111576 59804 201018 141822 176038 300491 569403
Cash at the end of the period 57250 3B400 1,58860 111576 59804 201018 1418277 176038 300491 569405 1172204

Source: Tradeville calculations based on the Balance Sheet and the Profit and Loss Statement
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