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A case: Valuation of an expropriated company:
ICOC The case of YPF and Repsol in Argentina
niversitad de Navarra http://ssrn.com/abstract=2176728

On April 16, 2012 the Argentine Federal Government decreed the intervention of YPF.
The share price of YPF declined 29% the day after. Two weeks later (May 3rd), the
Argentinean Parliament approved the expropriation of 51% of the YPF shares owned by

Repsol. Repsol had a 57.4% stake.
Main shareholders of YPF in April 2012

Before the expropnation After the

Number of shares (%]} expropriation

Repsol YPF 275890313 | 57.43% 6.43%

Petersen Group 100,145,077 | 25.46% 25.46%

Fublic 67.225593 | 17.09% 17.08%

Argentine federal and 11,388 | 0.003% 51.00%
provincial governments

Employee fund 40422 | 0.01% 0.010%

Total 393,312,793

A tribunal will determine the compensation Repsol will receive for its YPF shares. You are
required to help the tribunal. What is your best estimation of the compensation
that Repsol should receive for its expropriated 51% of YPF shares?

2 Pablo Ferndndez
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1ES Some events of the pressure building
v —— up on YPF in 2012

27-29 Jan 2012. Strong press rumors regarding a potential expropriation of YPF. Its share price fell 10.6% the day after.
29 Jan. Newspaper Pagina/12 reports that the government is considering the nationalization of YPF

1 Feb. Repsol's CEO to travel to Argentina amid YPF rumors of nationalization

3 Feb. Argentina’s Govt. suspended its Oil Plus and Refining Plus programs that had aimed to encourage new investment

8 Feb. YPF issues press release highlighting highest-ever capex (50% increase year-on-year) and Repsol publishes the
Ryder Scott report about shale oil and gas resources in Vaca Muerta

23 Feb. Roberto Baratta, the government's representative on YPF's board, walks out after other officials including Energy
Secretary Daniel Cameron and Deputy Economy Minister Axel Kicillof are barred from attending the board meeting

24 Feb. Oil producing provinces demand.that oil companies increase production by 15% in the next two years or face
losing their licences

29 Feb. Ambito Financiero reports that President Cristina Fernandez Kirchner could announce a takeover of YPF
2 Mar. Chubut province gives seven days to YPF to provide a working plan for its regional investments

3 Mar. Argentinean state news agency reports that the Santa Cruz province has given YPF a five-day deadline to justify its
lack of investment in more than 20 oil and gas fields

6 Mar. Mendoza province gives one month to YPF to boost investments in two fields
8 Mar. YPF 2011 accounts approved. A single negative vote of the government representative in the board of directors
9 Mar. Neuguen province gives YPF a seven-day deadline to provide a development plan for some fields in the province
13 Mar. YPF asks the Santa Cruz government to extend oil licence withdrawal deadlines
14 Mar. Chubut and Santa Cruz provinces withdraw five concessions from YPF
23 Mar. Mendoza, Salta, Rio Negro and Neuguén regions withdrew YPF licenses.
29 Mar. YPF announced a new oil field discover in Mendoza region.
11 Apr. Santa Cruz region withdrew YPF license.
12 Apr. New press rumours regarding a potential expropriation of YPF.
16 Apr; Argentina’s President announced that a 51% stake in YPF controlled by Repsol will be expropriated
Pablo Ferndndez
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Precedent transactions of YPF shares

Universidad de Navarra

Million US$/

E
vent US$ share

1999. January, 20. Repsol acquired 14.99% of YPF previously owned by the Argentine Government. 2,011  38.0

1999. June 24. Repsol Tender offer and acquisition of an additional 82.47%. 13,036 44.8
1999. November. Repsol acquires an additional 0.35%. 55 44.8
2008. February, 21. Petersen Group acquires a 14.9% of the shares from Repsol. 2,235 38.1
2008. May. Petersen Group exercised an option to buy an additional 0.1% 13 343
2008. October 21. Tender offer of Petersen Group. Acquisition of 0.462% 89 495
2010. Repsol Group sells 0.97% to several funds 147 38.5
2010. Dec. 23. Eton Park and Capital funds acquire 3.26% from Repsol 500 39.0
2011. May, 4. The Petersen Group exercises its option to acquire an additional 10% stake in YPF 1,304 33.2
2011. March, 14. Lazard AM (2,9%) and other funds (0.93%) acquire 3.83% from Repsol 639 424
2011. March, 23. Repsol sells a 7.67% stake through a Public Offering in ADS for in the NYSE 1,209 40.1
2011. Repsol sells 0.88% to several funds 153 441

6 Pablo Ferndndez
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YPF's bylaws valuation methodology

Universidad de Navarra

Articles 7 and 28 of YPF's bylaws were approved by the Argentinean Government
in 1993 at the time of the privatization as a protection for investors.

« Article 28 establishes that if, as a result of acquisitions, the National
Argentinean Government becomes the owner of 49% of the capital stock it
would need to launch a tender offer for all YPF's share capital. The price to be
offered is determined by Article 7.

. Considering January 27, 2012 as the day immediately preceding
the takeover notice, the price for the tender offer should have
been US$56.7 | share.

. Considering 16 April 2012, the price for the tender offer should
have been US$47.3 | share.

8 Pablo Ferndndez
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Universidad de Navarra

Vaca Muerta: a huge oil and gas shale

. New technologies have enabled the production of Ol and Gas from

previously untapped shale reservoirs. These technologies were first
commercially applied in 1998 in the US Barnett Shale and in 2005 in the
US Bakken formation (North Dakota).

Over the last decade shale gas production in United States boomed and

it currently it accounts for 25% of total domestic production, offsetting

the decline of conventional fields and reducing the quantity of Liquid Gas
imports.

In 2012, U.S. crude oil domestic production is expected to reach 6.2
million barrels per day (Mbpd) of which 2 Mbpd come from
unconventional fields. Conventional production is declining and
unconventional production is growing rapidly. In 2012, the investment in
non conventional resources in the U.S. amounts to US$87 billion.

Pablo Ferndndez



ZSPU!}UJQ‘{ OIqu

‘(Way} Jo uojiw Z'| sUMo d4dA) saioe uoyjiw g5' | punole JO
obealoe ue sianoo Ajuo poday 1008 JapAyY sy} asneosaq uoijewoy siyy ul (seloe uoljjiw
) 4dA Aq pjay sjybu Buiuiw sy Jo jjey uey) §$8] 8)enbs sawin|oa palanoosip asay |
100G JepAY jsijeioads |euoijeusiul ay) o) Bipiodoe ‘(80qIN) usleAInbs |10

jO s|aiteq uoljjiw 2082z .PBIBA0ISIP SBAI9SS) pue S80IN0So) uoqJieoolpAy |ejo |
"BLIBNA| BOBA SU) e SU0QJeo0IpAY

[BUOUSAUODUN JO Alanoosip abile| e paounouue ddA losday | Loz Aepy

(ot $Sn) uonoesues

Lly 605 |¥Sy |82zl 9/v ¢Sy Lv/ Ll [BUONLIBALIOI-UON JO anjen obeiony

%l | %ey | %9 | %LE %0¢ %0E | %8T | Wl [B10] / [eUORUBAUOI-UON %,

0L€ |0€S |8ey |olg 102} CEV'L |09} | 1T [€joL

GGl (0cC (00T | .6 65E 2947 9/¢ ¢l [EUOUSAUOD-UON

Gke |0lE |8cC gLz 8v8 100} | ¥96 00’} [EUORUSAUOD

«10¢ | LL0Z | 0L0Z | 6002 «L0¢ | LLOZ | 0L0Z | 6002 stonoesued) jo requny
vSn PHOM

EJIBAEN 3P PEPISISAIUN

(WSt Ansnpuro promour ursuonoesuel

[00YIS ssausng

EREL

(1) @leys seb pue j10 abny e ‘BJIBNA BOBA =




1,959 valuations of the YPF shares expropriated
to Repsol
http://ssrn.com/abstract=2226321

Professors and managers from 42 countries

Question: What is your best estimation of the compensation that
Repsol should receive for its expropriated 51% of YPF shares?

Number of Value per share of YPF (US $)
answers average max min
Analized in the article 1,959 51.2 74.3 34.9
Outliers 13 70.2 147 1 20.7
Answers without a figure 71
Total 2,043
Analized in the article Mill US$ 1,959 10,270 14,900 7,000

Pablo Fernindez
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Country
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1,959 valuations of the YPF shares expropriated to Repsol

Number of

Value per share (9)

answers

average

max min

st.dev.

Argentina

32

50.2

56.7 38.1

6.7

Australia

20

51.5

58.3 39.9

7.3

Brazil

15

41.9

58.3 39.9

5.1

France

20

54.5

60.0 47.0

4.4

Germany

79

52.1

59.3 42.4

4.4

India

13

54.6

70.0 47.3

6.3

ltaly

26

52.2

56.7 47.0

3.9

Spain

882

50.8

73.8 34.9

5.5

UK

100

50.8

59.3 37.4

5.0

USA

446

52.9

69.8 39.9

4.8

1,959

51.2

1 4-3 34:9
n.ll. 3 1
T OO L e ITacT

54

All
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Distribution and frequency of the 1,959 answers
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Universidad de Navarra
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