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Financial considerations: How to avoid financial failure swedbank @

Overview

Case 2: Rocksource - Pil has changed the company

Teodor Sveen Nilsen is a highly nies, and lessons learned from a are a great supplement to bank
reputable analyst, covering the financial prospective. debt and may be used to fund

E&P companies listed on Oslo
Bors and Oslo Axess. His
presentation “E&P — How to
avoid financial failure” on the
Seminar Financing E&P Com-
panies and Projects on NCS
June 4, 2014 focused on the fact
that while E&P companies are

them end up in financial prob-
lems. He presented a list of vari-

success or failure, and provided

a "lessons learned” from each of ©ts are valuable. obtained
Teodor Sveen them. eKnow how to utilize bond  The full presentation of Teo- 75
Nilsen market dor Sveen Nilsen can be found  Rights issue proposed (ongoeing process)

In this overview you will find
case studies for several compa-

Analyst, Swedbank

Case 1: Noreco — 2013 was a challenging year

Substantial restructuring

* Situation much worse than expected
¢ Proposed debt structure probably the only option
* Deep discount share issue

Current situation
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Gohta: Noreco's first commercial discovery since October 2010 (Zidane)

able to raise financing, many of

He suggested the following steps
to avoid financial failure:

eRaise capital when the mar-
ket is open

-Successful companies have
raised money when the market
was open.

eKnow when and where to get

ous companies and their story of cash

-Shareholders with deep pock-

-When issued at the right time
and in the right amount, bonds

Noreco’s share price
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production or close to producing
assets

eDeliver on operational strate-
gy

-A credible financial strategy
cannot replace operational re-
sults.

His presentation represents the
view of Swedbank’s E&P re-
search team.

on the SPE Oslo web site /Re-
sources

Full restructuring and
deep discount share
issue in Q4 2013

A bumpy ride

* Promising EM positive prospects announced in 2011

¢ Equity raised on attractive terms in 2011

¢ A number of dry wells in 2011, lower activity in 2012-13
* Pil discovery in March 2014 looks promising

Current situation

e Runs out of cash in 2014e unless more funding is

* Pil needs to be divested

Lessons learned
1. Print equity when the market is open (as in 2011)

2. Extremely hard to issue public equity with a mixed
track record
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Case 3: Lundin — Among the world’s best E&P companies

increase several
discoveries

Luno (Grieg)




Page 24 Case studies and Lessons learned Page 25 Case studies and Lessons learned

LUPE versus global equity markets (indexed to 100 in primo 2002) Case 4: Africa Oil — Frontier drilling with a credible strategy
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LUPE versus global equity markets (indexed to 100 in primo 2002) Africa Oil — lessons learned
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Lundin — lessons learned

Raise money when the market is open

Top-quality management creates value

Top-quality shareholders (no doubt about that cash will be available if needed)
Strong operational results

Disciplined capital spending — spend as you earn

No or little use of debt before operational cash flow is strong

Do not fall in love with assets — divest assets (or spin off)
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