Company

3 November 2009 | 28 pages

0il India (OILI.BO)

Initiate at Hold: Coming Out of Its Shell

Initiate at Hold; TP of Rs1,165 — We initiate coverage of OIL with a Hold (2L)
rating and target price of Rs1,165, comprising: (i) Business valued at P/E of
7.5x FY11E core EPS (@%$65 net crude) and (ii) Cash at Rs385/share (Mar-
10E). The core P/E is at a 15% discount to ONGC’s current multiple of 9.0x to
factor in OIL’s untested exploration track record ex-Assam. At our target, the
imputed EV/boe (1P/2P) is US$8.8/4.8 and headline P/E of 9.3x FY11E. All
things being equal, we might reconsider our Hold rating and turn more positive
at ~Rs1,050.

Stable operations, looking for growth — OIL, which has predominantly focused
on Northeast Indian onshore blocks, has gradually gained exposure to
domestic offshore via NELP blocks as well as abroad. Though the strategic shift
to reinvest cash flows from the pre-NELP blocks is in the right direction, it will
take time to show results, especially given lack of prior experience.

Small in size, but good operating track record — OIL's 2P reserves at 974
mmboe pegs it at ~1/10" the size of ONGC, though proportion of crude oil at
60% of reserves is higher than ONGC’s 53%. With lifting costs at US$4.6/bbl
(FY09), F&D of US$3.7/bbl (FYO8), and R/P of ~25 years (on 2P), OlL’s
operations are on a solid footing. Though volume growth (boe) of 5% over
FY10-12E should remain moderate, it is slightly better than ONGC.

Subsidies: what to expect — We assume upstream bears all of petrol/diesel
losses. As auto fuels generate +ve margin at our forecast of $60 (FY10E) and
$65 (FY11E+), we factor nil subsidies for upstream in FY10-12E.
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Fiscal year end 31-Mar 2008 2009 2010E 2011E 2012E
Valuation Ratios
P/E adjusted (x) 13.3 11.0 9.9 8.9 8.7
EV/EBITDA adjusted (x) 8.1 6.1 47 3.7 3.6
P/BV (x) 3.0 2.6 1.9 1.7 1.5
Dividend yield (%) 2.5 2.1 3.4 3.8 3.9
Per Share Data (Rs)
EPS adjusted 83.59 101.01 112.02 124.63 128.61
EPS reported 83.59 101.01 112.02 124.63 128.61
BVPS 370.69 436.02 571.82 647.77 726.15
DPS 27.50 30.50 38.09 42.37 43.73
Profit & Loss (RsM)
Net sales 62,372 73,842 84,625 94,663 97,805
Operating expenses -40,466 -47,375 -52,992 -58,269 -60,485
EBIT 21,907 26,467 31,633 36,394 37,320
Net interest expense -344 -87 -100 -100 -100
Non-operating/exceptionals 5,582 7,537 9,280 9,110 9,637
Pre-tax profit 27,145 33,916 40,813 45,404 46,857
Tax -9,245 -12,253 -13,876 -15,437 -15,931
Extraord./Min.Int./Pref.div. -11 -46 0 0 0
Reported net income 17,889 21,617 26,937 29,967 30,926
Adjusted earnings 17,889 21,617 26,937 29,967 30,926
Adjusted EBITDA 28,849 36,944 43,359 49,510 49,769
Growth Rates (%)
Sales 12.6 18.4 14.6 11.9 33
EBIT adjusted 7.9 20.8 19.5 15.1 2.5
EBITDA adjusted 7.3 28.1 17.4 14.2 0.5
EPS adjusted 9.1 20.8 10.9 11.2 3.2
Cash Flow (RsM)
Operating cash flow 35,445 41,57 38,735 42,313 43,134
Depreciation/amortization 6,942 10,477 11,726 13,116 12,449
Net working capital 10,613 9,477 73 -770 -241
Investing cash flow -8,485 -8,999 -16,900 -11,381 -16,000
Capital expenditure -7,673 -8,999 -16,900 -17,387 -16,000
Acquisitions/disposals 0 0 0 0 0
Financing cash flow -12,530 -8,337 17,236 -11,705 -12,079
Borrowings -6,391 -1,184 0 0 0
Dividends paid -6,761 -7,498 -10,521 -11,705 -12,079
Change in cash 14,431 24,236 39,071 13,221 15,054
Balance Sheet (RsM)
Total assets 107,286 133,801 178,471 197,195 216,186
Cash & cash equivalent 42808 60,700 92,571 97,681 105,735
Accounts receivable 6,110 4,047 4,638 5,189 5,361
Net fixed assets 40,633 45,361 57,736 70,118 80,669
Total liabilities 217,956 40,491 40,973 41,436 41,581
) N ) Accounts payable 2,518 3,403 3,900 4,363 4,508
For further data queries on ClltI'S fuII‘ covergge universe Total Debt 1,749 565 565 565 565
e P o x50, Shareholders' funds 79330 93310 137498 155759 174,606
2191 Profitability/Solvency Ratios (%)
EBITDA margin adjusted 46.3 50.0 51.2 52.3 50.9
ROE adjusted 24.2 25.0 23.3 20.4 18.7
@ 0 et moomoB BE
et debt to equity -51. -64. -66. -62. -60.
dataCentral Total debt to capital 2.2 0.6 0.4 0.4 0.3
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3 November 2009 0il India - Valuation

Initiating coverage at Hold

We initiate coverage of Oil India shares at Hold / Low Risk (2L). OIL has
established reserves on Onshore Assam Basin with adequate reserve life and
reasonable production growth, which generates strong and stable cash flows,
adding on to the already strong balance sheet. Despite the new subsidy
mechanism of the upstream companies sharing losses on only petrol/diesel, we
believe that OIL’s leverage to crude beyond US$65/bbl is going to be limited.
OIL, which has predominantly focused on Northeast Indian onshore blocks, has
gradually gained exposure to domestic offshore through NELP blocks as well as
abroad. Though the strategic shift to reinvest cash flows from the pre-NELP
blocks is in the right direction, it will take time to show results, especially given
lack of prior experience. All things being equal, we might reconsider our Hold
rating and turn more positive at ~Rs1,050.

Target price of Rs1,165

Our target price of Rs1,165 comprises:

m Business valued at P/E of 7.5x FY11E core EPS (@$65 net crude, excluding
interest income)

m Cash at Rs385/share (Mar-10E)

The core PER is at a 15% discount to ONGC’s current multiple of 9.0x. We
believe a lower multiple vs. ONGC is warranted on account of (i) OIL’s smaller
size, (ii) still-to-be-tested track record outside the North East, and (iii) risk
pertaining to use of OlL’s significant cash balance, in addition to ONGC'’s
relatively higher leverage to crude prices (thru OVL) and natural gas
deregulation. However, high cash on the balance sheet especially post IPO
(Rs385/share) will act as significant support to valuations

Imputed target multiples in line with ONGC

OIl’s implied EV/EBITDA for FY1OE and FY11E are in line with ONGC’s
imputed target multiple. At our target, the imputed EV/boe (1P/2P) is
US$8.8/4.8 and headline PER of 9.3x FY11E is also reasonable.

Figure 1. OIL vs. ONGC - Valuation Comparison

EV/EBITDA (x) PER (x) EV/hoe (1P) EV/boe (2P) Net realizations ($/bbl)
FYIOE FY11E FY10E FY11E FY10E FY10E FY10E FY11E
OIL (at target) 5.1 3.8 10.4 9.3 Us$8.8 Us$4.8 57.5 62.5
ONGC (at target) 4.7 3.6 10.3 9.0 US$6.9 US$4.8 59.8 64.9

Source: Citi Investment Research and Analysis estimates

On the target, OIL’s imputed EV/boe of US$4.8/boe is in-line with ONGC'’s
multiple.

Please note that the headline P/E of ONGC/OIL at ~9-10x is lower than the
regional E&P average, which we believe adequately factors in the (i) policy
uncertainty on oil subsidies limiting leverage to crude, (ii) government’s control
on gas prices, and (iii) lower production growth.
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Figure 2. Global E&P — Valuation Comps

Mkt cap Share price  Target P/E (x) EV/EBITDA Div. Yield (%) ROCE (%)
Company Name RIC Rating (US$m)  29-0ct-09 price  FY10E  FY11E  FY10E  FY11E  FY10E  FYI1E  FY10E  FY11E
Majors
BP BP.L 2M 180,147 5.9 6 7.6 6.4 4.2 3.7 9.5% 9.9% 9.2% 10.2%
RD Shell Class A RDSa.L IM 107,793 18.6 20 9.8 7.8 2.0 1.9 9.1% 9.2% 6.6% 8.2%
RD Shell RDSb.L M 80,057 18.1 20 9.5 7.6 1.5 1.5 9.3% 9.5% 6.6% 8.2%
Total TOTF.PA 2M 145,023 42.0 40 11.9 10.1 5.5 4.8 5.4% 5.6% 9.5% 11.1%
ExxonMobil XOM.N IM 355,436 74.0 81 20.0 14.1 7.3 5.9 2.2% 2.3% 11.9%  14.9%
Chevron CVX.N 2H 156,330 78.0 78 17.3 12.1 5.3 4.3 3.4% 3.5% 1.2% 9.6%
Average 14.4 10.7 5.2 4.3 5.4% 5.6% 9.4% 11.5%
European Integrateds
BG BG.L M 60,261 10.9 13 15.9 13.3 7.5 6.8 1.1% 1.2% 125%  12.5%
ENI ENIMI IM 103,593 17.6 20 11.5 9.7 4.2 3.8 5.7% 5.7% 8.3% 9.3%
Repsol REP.MC 3H 33,417 18.6 16 17.0 10.9 43 4.0 4.0% 4.8% 4.8% 1.7%
Norsk Hydro NHY.OL 2M 8,527 39.5 46 -40.7 18.1 15.7 5.9 0.0% 0.8% -2.1% 3.8%
StatoilHydro STL.OL 2M 77,356 139.3 120 12.9 11.3 2.9 2.9 3.9% 5.0% 8.2% 9.9%
Average 11.9 1.3 49 43 3.9% 4.3% 8.4% 9.8%
US Integrateds
Hess HES.N 2H 18,501 56.6 62 44.5 22.2 6.0 5.6 0.7% 0.7% 3.9% 5.7%
Marathon 0il MRO.N IH 23,638 33.4 38 17.7 9.7 4.9 4.0 2.9% 2.9% 4.6% 8.1%
Occidental OXY.N M 64,165 79.1 82 20.2 14.6 7.9 6.7 1.7% 1.7% 9.6% 12.6%
Average 23.9 14.8 6.9 5.9 1.8% 1.8% 1.5% 10.4%
Emerging Integrateds
Lukoil LKOH.RTS 1L 51,459 60.5 62 7.4 9.2 4.4 5.0 2.5% 2.0% 11.8% 9.4%
Gazprom GAZP.RTS IM 146,302 6.2 9 8.0 6.5 5.2 4.8 1.2% 1.6% 121%  11.7%
Rosneft ROSN.RTS 2L 84,256 8.0 7 10.4 11.0 8.7 7.8 1.0% 0.9% 9.3% 9.4%
PetroChina 0857.HK 3L 25,999 9.6 7 16.3 15.0 1.4 1.6 2.8% 3.0% 11.3% 11.2%
Sinopec 0386.HK 1L 14,355 6.6 9 8.9 8.6 2.4 2.3 4.0% 4.1% 122%  11.7%
CNOOC 0883.HK 3L 66,282 11.5 9 17.9 15.8 9.7 7.9 2.0% 2.3% 171%  17.3%
CNPC (HK) 0135.HK 1H 4,562 7.9 9 27.5 16.8 37.0 28.7 0.7% 1.1% 18.5%  24.8%
ONGC ONGC.BO M 52,859 1,165.9 1,130 10.7 9.3 49 3.8 3.1% 3.6% 17.6%  20.8%
Cairn India CAIL.BO 2L 10,660 265.2 268 31.7 9.6 nm 6.6 0.0% 0.0% 5.6% 15.8%
0il & Gas 0GDC.KA M 5,428 105.2 100 8.7 6.8 5.3 4.2 9.5% 11.4%  40.1%  46.6%
Woodside WPL.AX M 30,070 46.7 54 52.0 52.6 10.7 11.6 0.9% 0.9% 10.9% 9.4%
Santos ST0.AX M 11,115 14.9 21 30.5 29.7 11.9 8.9 1.1% 1.7% 3.1% 3.7%
Average 14.8 14.1 5.9 5.6 1.9% 1.9% 129% 12.5%

Source: Citi Investment Research and Analysis estimates
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Pricing and realization assumptions

Our estimates for OlL’s crude realizations are based on the following macro
assumptions for FY10E-12E:

1. We factor in net realization of US$60/bbl in FY10E and US$65/bbl in
FY11E, in line with Citi's base crude forecasts. This assumes there will be
Nil under-recoveries at US$60-65/bbl post the last price hike and any
more hikes needed, which will be minor in nature.

2. Atour crude price assumption of US$60/bbl in FY10 and US$65/bbl
thereafter, the gross under-recovery will only be on account of LPG/SKO
losses, which the government will bear. This will mean negligible sharing
by upstream companies assuming crude prices stay moderate.

Figure 3. Subsidy Sharing — No Upstream Sharing on LPG/SKO Portion

Rs bn FY08 FY09 FY10E FYT1E FY12E
Gross under-recoveries 772 1,033 262 308 304
less: Bonds 353 713 262 308 304
less: Upstream contribution 257 320 - -
Net under-recovery 163 -

Source: Citi Investment Research and Analysis estimates

On gross under-recoveries of Rs274bn in FY10E (on a crude price assumption
of US$60/bbl), we assume no losses on MS/HSD, implying no subsidy sharing
for the upstream oil companies. The losses on LPG/SKO are assumed to be
fully compensated by the government, leaving OMCs with nil net losses to
absorb.

OIL’s crude benchmark

Beginning FY09, OIL’s crude oil has been benchmarked to a basket of crudes,
adjusted for gross product value and bottom sediment and water based on
supply from particular areas/fields to particular refineries. Figure 4 shows the
calculation of OIL’s revised benchmark as against the headline Bonny Light
prices for FY09. As shown in Figure 5, we assume a discount of US$2.5/bbl to
our crude assumption to factor in this benchmark.

Figure 4. OIL — Crude Benchmark

Crude Price (US$/bbl) Revised Benchmark Bonny light
Gross (Avg FOB) 84.83 88.02
Net (After Quality adjustment) 81.69 85.11

Source: Company Reports

Please note that the above pricing and subsidy assumptions result in a post-
subsidy realization of US$58-63/bbl and net realization (after cess, royalty,
etc.) of US$41-45/bbl, similar to FY09 levels.



Oil India (OILI.BO)
3 November 2009

Figure 5. Crude Oil - Realization Assumptions (US$/bbl)

FYO08 FY09 FY10E FYT1E FY12E
Bonny Light 84.6 88.0 60.0 65.0 65.0
Gross realization for OIL 84.6 84.8 57.5 62.5 62.5
Subsidy Discount 24.88 25.91 - - -
Post-subsidy realization 59.70 58.92 57.50 62.50 62.50
Net Realization 37.8 42.5 41.2 45.2 45.1

Source: Company Reports and CIRA estimates.

Figure 6. Crude Realization Break-Up for FY09 (US$/bbl) Figure 7. Crude Realization Break-Up for FY10E (US$/bbl)
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Natural gas pricing

The natural gas market for OIL has three different segments that determine its
overall realization: APM gas, non-APM gas, and market-determined price for
Rajasthan gas.

OIL presently gets Rs3200/tcm (US$2.2/mmbtu) for APM gas, which is ~80%
of its total volumes. As shown in Figure 8, the price administration is actually
through a lower consumer price of Rs1,920/tcm for power/fertilizer, with the
difference between the consumer price and Rs3200/tcm being made good by
direct budgetary allocations by the government. The government is presently
deliberating a Tariff Commission’s recommendation on APM price hike to
Rs4,040/tcm for upstream companies such as OIL and ONGC, though the final
decision is awaited. For our estimates, we build in a step-wise increase in gas
price realizations for OIL.

Figure 8. OIL — Natural Gas Pricing (Rs/tcm)

Assam & AP FY07 FY08 FY09 Subsidy
Power/ Fertilizer 1,920 1,920 1,920 1,280
Small Consumers 2,304 2,304 2,304 896
APM Gas 3,200 3,200 3,200

Non-APM Gas 3,358 3,584 3,864

Rajasthan

RRVNL 4,000

Source: Company Reports and CIRA estimates
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The non-APM gas is also being sold at low prices of Rs3,864/tcm
(US$2.2/mmbtu). Though these prices can exceed APM, we have assumed it to
move in line with APM price hike. About 8% of gas production comes from
Rajasthan block where price realization, which is currently at US$2.8/mmbtu,
has the potential to realize market price of US$4.0-4.5/mmbtu.

On an aggregate level, we assume certain price hikes with gas price
realizations for OIL to rise gradually till FY12, as shown in Figure 9. This is in
line with our assumptions for ONGC.

Figure 9. OIL — Natural Gas Realization Assumptions

FY08 FY09 FY10E FY11E FY12E
Rs/tcm 3,279 3,402 4,002 4,602 4,802
US$/mmbtu 1.9 2.0 2.3 2.7 2.8

Source: Company Reports and CIRA estimates

OIL has existing gas sales contracts/MoUs along with future commitment that
can utilize 12 mmscmd of natural gas production as against FY0O9 production
of 6.3 mmscmd.

Figure 10. OIL — Natural Gas Contracts

S.No.

1

w

Description of Agreement

MoU for sale of natural gas dated January 27,
2003

MoU for sale of natural gas dated May 19, 1993

Agreement for sale and purchase of natural gas
dated February 26, 1991

Agreement for supply to natural gas dated October
, 2001

Agreement for sale and purchase of natural gas
dated October 11, 2004

Agreement for supply of natural gas dated January
5

Agreement for supply of natural gas dated
September 2, 2005

Agreement for supply of natural gas dated August

Agreement for supply of natural gas dated March

Agreement for supply of natural gas dated March

’

Agreement for sale of natural gas dated September

Source: Company Reports

Purchaser Supplied to Max. daily Pricing Validity
supply
(mmscmd)
AGCL Moran Plantation 0.1 APM 10 years, renewable for a further period
Gas Grid on mutually agreed terms, or until a
formal agreement is signed between
the parties.

Consolidated gas supply contract to be
executed by December 2002

AGCL Margherita Gas Grid 0.1 APM 10 years, renewable for a further period
on mutually agreed terms, or until a
formal agreement is signed between
the parties. Consolidated gas supply
contract to be executed by December

2002
AGCL Dibrugarh Gas Grid 0.2 APM 15 years, renewable for a further period
on mutually agreed terms
HFCL Namrup, Dibrugarh 1.7 APM 10 years, which may be renewed for a
further period of five years
GAIL Dandewala, 0.9 US$4.2/mm 10 years from October 11, 2004, with a
Rajasthan btu mid-term mutual review after
completion of 5 years
North Eastern Dibrugarh 1.4 APM 10 years, renewable for a further period
Electric Power of 5 years
Corporation Limited
Assam Power Lakwa Thermal 0.5 non-APM 10 years from the date of initial gas
Generation Power Station supply which may be renewed for a
Corp Ltd further period of 5 years
Ne Thermion Private Jayanagar, Duliajan 0.02 Prices  Five years from the date of signing this
Limited escalated agreement, renewable for a further 5
annually on years on mutually agreed terms
CPI
NRL Numaligarh 1.0 non-APM 15 years from the date of signing this
Refinery agreement, renewable for a further 5
years on mutually agreed terms
AGCL Jorhat and Golaghat 0.1 non-APM 10 years from October 11, 2004,
Gas Grid renewable for a further period on
mutually agreed terms
BCPL Assam gas cracker 6.0 APM 15 years from commissioning date,
project which shall be within 18 months from

date of agreement
Total (mmscmd) 12.0




Oil India (OILI.BO)
3 November 2009

Pipeline revenues to improve

OIL’s pipeline revenue has various components:

1. Tariffs charged by OIL on the crude oil transported to PSU refineries in the
North-East is subject to revision by PPAC (Petroleum Planning and
Analytics Cell). OIL’s income from transportation decreased by 12.8% in
FYO9 primarily due to a downward revision in tariffs by PPAC.

2. OIL also owns a 10% interest in 741 km product pipeline in Sudan in
partnership with OVL, which generates revenues of about Rs360m p.a.

3. OIL has completed and commissioned the 660 km product pipeline from
Numaligarh to Siliguri. This pipeline with a capacity of 1.72 MMTPA is
expected to earn revenues of Rs600/MT. We have factored in incremental
revenues of Rs750m in FY10 going up to Rs1.02bn in FY11E.

Capex — step-up expected, but NE will still dominate

OIL’s capex is set to increase with an expected increase in exploratory and
development drilling. This is a significant step-up from its yearly capex spend
in the past and is driven by:

m Accelerated exploration in North-East

m Focus on increasing production from producing fields

m Contribution toward exploration commitment in the NELP blocks
m Drilling commitments on certain overseas blocks

However, it should be noted that all of OIL’s development activities would still
be concentrated in the North-East, given that most of its proved reserves are
concentrated there.

Our capex and survey cost assumptions take into account an expected
increase in exploratory drilling (OIL intends to drill 17 exploratory wells in FY10
and 22 exploratory wells in FY11).

Figure 11. Assumptions — Survey and Capex Costs (Rupees in Millions)

Year to 31-Mar FY08 FY09 FY10E FY11E FY12E
Total survey costs 2,714 4,709 5,201 6,111 5,000
Inc. in pre-producing properties 595 1,142 7,801 9,167 8,000
Inc. in producing properties 4,595 4,624 4,929 5,527 5,000
Dry well write-off 1,135 2,000 2,000 2,000 -

Normal capex 2,483 3,233 4,170 2,693 3,000
Total Capex 8,808 10,999 18,900 19,387 16,000
Capex + Survey Costs 11,523 15,707 24,101 25,498 21,000

Source: Company Reports and CIRA estimates

Key assumptions

We forecast OlL’'s PAT growth to be 17% in FY10E and 5% in FY11E. OIL’s
profitability is set to benefit with the upstream bearing subsidy on only MS/HSD
(and the government bearing the LPG/SKO losses). Besides, earnings would
also be driven by moderate volume growth and an expected gas price hike.
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Figure 12. 0IL — Key Assumptions

Year to 31-Mar FY08 FY09E FY10E FYT1E FY12E CAGR
Production FYOSE-12E
0il production (mmbbl) 22.1 25.0 26.0 21.3 28.7 4.8%
Gas production (mmboe) 14.7 14.3 15.7 16.7 17.3 6.6%
0+0EG (mmboe) 36.9 39.2 41.7 44.0 46.0 5.5%
Realization

Crude oil - gross ($/bbl) 84.6 84.8 57.5 62.5 62.5

Crude oil - post subsidy ($/bbl) 59.7 58.9 57.5 62.5 62.5

Crude oil - net ($/bbl) 37.8 42.5 41.2 45.2 45.1

Avg gas realization (Rs/tcm) 3,404 3,496 4,002 4,602 4,802

Costs

Lifting cost ($/bbl) 4.1 4.6 5.2 58 6.3

Survey costs (Rs m) 2,714 4,709 5,201 6,111 5,000

Depletion, dry wells & deprn (Rs m) 4,228 5,768 6,525 7,005 7,449

Capex (Rs m) 8,808 10,999 18,900 19,387 16,000

Source: Company reports and CIRA estimates

Financial statements

Figure 13. OIL — Proforma P&L (Rupees in Millions)

Year to 31-Mar FYO07 FY08 FY09 FY10E FYT1E FY12E
Income

Total Sales 55,390 62,372 73,842 84,625 94,663 97,805
Expenses

Operating expenses 26,571 30,469 32,493 36,375 40,002 42,600
Change in stock 22 (221) 130 - - -
SG&A 1,453 2,465 2,411 2,691 2,951 3,236
Others 450 809 1,865 2,200 2,200 2,200
Total expenses 28,496 33,523 36,898 41,266 45,153 48,036
EBITDA 26,894 28,849 36,944 43,359 49,510 49,769
EBITDA Margin 49% 46% 50% 51% 52% 51%
Dry Wells write-offs 1,573 1,135 2,000 2,000 2,000 2,000
Survey/geological costs 2,415 2,714 4,709 5,201 6,111 5,000
Depletion 1,777 2,175 2,088 2,506 2,768 3,031
Depreciation 818 919 1,681 2,019 2,237 2,418
Interest Cost 140 344 87 100 100 100
Other Income (Adjustments) 873 365 (407)

Other Income 3,837 5,217 7,944 9,280 9,110 9,637
PBT 24,881 27,145 33,916 40,813 45,404 46,857
Provision for taxes 8,426 9,245 12,253 13,876 15,437 15,931
Tax Rate 34% 34% 36% 34% 34% 34%
PAT 16,454 17,901 21,663 26,937 29,967 30,926
Prior Period Items 55 11 46 - - -
Net Profit 16,400 17,889 21,617 26,937 29,967 30,926
EPS 11 84 101 112 125 129
DPS 26.0 27.5 30.5 38.1 42.4 43.7

Source: Company Reports and CIRA estimates
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Figure 14. 0IL- Proforma Balance Sheet (Rupees in Millions)

Year to 31-Mar FYo07 FY08 FY09 FY10E FYT1E FY12E
Shareholders funds 68,491 79,330 93,310 137,498 155,759 174,606
Share Capital 2,140 2,140 2,140 2,405 2,405 2,405
Reserves and Surplus 66,351 77,190 91,170 135,093 153,355 172,201
Borrowings 8,140 1,749 565 565 565 565
Long-term 8,135 700 538 538 538 538
Short-term 5 1,049 21 27 27 27
Deferred tax liablility 8,033 8,655 8,998 8,998 8,998 8,998
Well abandonment sinking fund 11 11 15 - - -
Total Sources of funds 84,675 89,745 102,888 147,060 165,322 184,168
Fixed Assets

Gross Block 21,889 23,228 29,720 33,890 36,583 39,583
Depreciation 15,521 16,199 18,383 20,402 22,639 25,057
Net Block 6,368 7,029 11,338 13,488 13,944 14,527
Capital WIP 5,301 6,446 3,186 3,186 3,186 3,186
Producing Properties

Gross cost 38,441 43,036 47,660 52,589 58,116 63,116
Depletion 18,183 20,358 22,446 24,952 27,719 30,750
Net cost 20,258 22,678 25,215 27,637 30,397 32,366
Pre-producing properties 3,886 4,481 5,623 13,424 22,591 30,591
Total 35,813 40,633 45,361 57,736 70,118 80,669
Investments 4,075 4,887 4,887 4,887 4,887 4,887
Cash and Bank balances 32,757 42,808 60,700 92,571 97,681 105,735
Net Current Assets 12,030 1,417 (8,060) (8,133) (7,363) (7,123)
Current Assets 22,350 18,957 22,853 23,278 24,510 24,895
Inventories 4,080 4,509 5,010 5,742 6,423 6,636
Sundry debtors 4,087 6,110 4,047 4,638 5,189 5,361
Interest accrued on term deposits 1,572 2,284 3,525 3,525 3,525 3,525
Loans and advances 12,611 6,055 10,271 9,373 9,374 9,374
Current Liabilities 10,320 17,541 30,914 31,411 31,873 32,018
Liabilties 7,818 11,016 14,637 15,134 15,596 15,741
Provisions 2,502 6,525 16,277 16,277 16,277 16,277
Total Application of Funds 84,675 89,745 102,888 147,060 165,322 184,168

Source: Company Reports and CIRA estimates
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Figure 15. 0IL- Cash Flow Statement (Rupees in Millions)

Year to 31-Mar FY07 FY08 FY09 FY10E FYT1E FY12E
Net income 16,400 17,889 21,617 26,937 29,967 30,926
DDA 2,595 3,093 3,768 4,525 5,005 5,449
Net change in WC (9,158) 10,613 9,477 73 (770) (241)
Cash from ops. 9,837 31,596 34,862 31,535 34,202 36,134
Capital expenditure 7,623 7,673 8,999 16,900 17,387 16,000
Investments 226 (811) 0 0 - -
Cash from investing (7,397) (8,485) (8,999) (16,900)  (17,387)  (16,000)
Change in borrowings 4,799 (6,391) (1,184) - - -
Equity raised - - - 21,772 - -
Dividends paid 6,392 6,761 7,498 10,521 11,705 12,079
Other financing 1,021 623 346 (15) - -
Cash from financing (572) (12,530) (8,337) 17,236 (11,705)  (12,079)
Net cash flow 1,868 10,582 11,521 31,871 5,110 8,054

Source: Company Reports and CIRA estimates

Figure 16. 0IL — Key Ratios

Year to 31-Mar FYo? FY08 FY09 FY10E FYTTE  FY12E
EBITDA margin 49% 46% 50% 51% 52% 51%
Net Margin 30% 29% 29% 32% 32% 32%
ROCE 25% 24% 25% 27% 21% 24%
ROIC 28% 26% 28% 30% 29% 25%
ROE 26% 24% 25% 23% 20% 19%

Source: CIRA estimates

Accounting policy on exploratory and drilling expenditure

Geological and geophysical expenditure, other than the cost of tangible assets
and facilities on which usual depreciation is allowed, are expensed in the year
of incidence.

All exploration costs involved in drilling exploratory and appraisal wells are
initially booked under pre-producing property till the time these are either
transferred to producing properties on completion or expensed in the year
when determined to be dry or of no further use.

Cost of successful exploratory wells and completed development wells
(including allocated depreciation on support equipment) is capitalized as
producing property. Wells are treated as completed only after completion of
production testing of the same.

Cost of exploratory wells in progress is not carried over for more than two years
from the date of completion of the drilling of the well, unless it could be
reasonably demonstrated that the well has proved reserves and development of
the field in which the well is located is planned.
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Producing assets — nomination blocks

OIL’s current production is from the nomination blocks (MLs/PELs) in Assam &
Arunachal Pradesh (both in North-East), Ganga Valley and Rajasthan. All the
independent oil reserves and about 95% of OlIL’s independent gas reserves are
located in the upper Assam basin. On discovery in the PEL areas, which are
granted on nomination, the fields are converted into Mining Leases (ML).
Generally the ML areas are granted for 20 years.

Figure 17. OIL — PEL Areas (nomination)

SI. Sector No. of PELs Area (sq. km)
1 Assam 11 4,851
2 Arunachal Pradesh 5 516
Total 16 5,367

Source: Company Reports

Figure 18. OIL — PML Areas (nomination)

SI. Sector No. of PMLs Area (sq. km)
1 Assam 15 3,735
2 Arunachal Pradesh 2 616
3 Rajasthan 2 460
Total 19 4,811

Source: Company Reports

Figure 19. OIL: Fields in the Assam- AP Region
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Even though most of OlL’s assets are located in North-East India (mainly Assam
and AP), it should be noted that its dependence on its largest field (which
contributed to 32% of crude and 9% of gas production in FY09), is significantly
lower than that of its larger peer, ONGC (Bombay High contributes to 67% of its
domestic oil production and 68% of its domestic gas production). In this
respect, OlL’s reserve concentration risk appears to be manageable even though
all its production effectively comes from the same basin, i.e., Upper Assam.
Besides, with greater emphasis on NELP blocks in the other parts of the country
as well as overseas assets, OIL plans to diversify this risk further.
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Figure 20. OIL — Dependence on Its Largest Field (Gr. Hapjan) Figure 21. ONGC — Dependence on Its Largest Field (Bombay High)

Production Crude 0il N.Gas Production Crude 0il N.Gas
(bbl/d) (mmscmd) (bbl/d) (mmscmd)

Gr. Hapjan 21,676 0.59 Bombay High 350,000 41.8

Tengakhat 8,307 0.96

Gr. Chandmari 7,993 0.19 ONGC (standalone) 523,775 22.3

Gr. Dikom 6,363 0.95 Bombay high contributes 67% 68%

Gr. Naharkatiya 4,597 0.76

Kathloni 4,084 0.21 ONGC (consol) 702,068 74.2

Bhogpara 3,804 0.05 Bombay high contributes 50% 56%

Jorajan 2,729 1.38

Gr. Shalmari 2,485 0.07

Central small Fields 2,116 0.26

Moran 1,840 0.11

Kumchai 712 0.06

Condensate 639 -

Kharsang JV 510 -

Eastern Fields 284 0.07

Digboi 119 0.01

Western Fields 100 -

Rajasthan - 0.56

Total 68,358 6.23

Top 10 fields contribute: 94% 87%

Largest field contributes 32% 9%

Source: Company Reports and CIRA estimates Source: Company Reports and CIRA estimates

Reserves analysis

As shown in Figure 22, OlIL’s 2P reserves stand at 974mmboe, with ~60%
contribution from the more lucrative crude oil as against 53% for its larger
peer, ONGC.

Figure 22. OIL — Reserves (as of Mar’09)

0il (mmbbl) Gas (bcm) 0+0EG (mmboe)
1P 285 39 531
2P 575 63 974
3P 999 86 1,542

Source: Company Reports

It should be noted that all of OIL’s independent crude reserves and ~94% of
gas reserves are located in the upper Assam basin in the states of Assam and
Arunachal Pradesh. Some natural gas reserves are also located in the
Jaisalmer basin in Rajasthan. In addition to these independent reserves, OIL
also has a 40% participating interest in the Kharsang fields located in
Arunachal Pradesh. There is wide difference between 1P and 2P reserves; 1P
is 55% of 2P reserves, much lower than 75-80% for ONGC (standalone)
especially for similar levels of basin maturity.

Exploration assets — going offshore and deeper

Over the various New Exploration Licensing Policy (NELP) rounds, OIL has
made a conscious effort to diversify its asset mix from the present dominance
of North-East fields. Though North-East still accounts for a large chunk of OIL’s
capex, this would mark a material shift in its expenditure profile.
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Figure 23. Classification of OIL’s Acreages

Category Area (sq. km.)
PEL nomination 5,387
PML nomination 4811
Pre-NELP/ JVC 6,030
NELP (operator) 21,293
NELP (non-operator) 82,175
Overseas 41,273
Total 160,969

Source: Company Reports and Citi Investment Research and Analysis

To acquire blocks for exploration offered under NELP of the Government of
India, OIL has partnered with ONGC, GAIL, and IOC, besides bidding on its
own. The company currently has interests in 24 blocks which were secured
under the NELP bidding. OIL is the operator of 12 of these blocks, while it
holds participating interest in the remaining nine NELP blocks. It also has
interests in two pre-NELP blocks. The list of OlIL's assets is shown in the tables

below.

Figure 24. 0IL’s NELP Acreages as Operator

S.No. Block No. Location Participating Interest Operator Area NELP
1 RJ-ONN-2000/1 Rajasthan 60% 0IL 1,268 NELP 11
2 RJ-ONN-2001/1 Rajasthan 40% OIL 1,698 NELP 11l
3 AA-ONN-2002/3 Assam 20% OIL 1,460 NELP IV
4 RJ-ONN-2002/1 Rajasthan 60% 0IL 7,425 NELP IV
5 AA-ONN-2003/3 Assam 85% OIL 275 NELP V
6 AA-ONN-2004/1 Assam 85% 0OIL 144 NELP VI
7 AA-ONN-2004/2 Assam 90% 0IL 218 NELP VI
8 KG-ONN-2004/1 Krishna- Godavari 90% 0OIL 549 NELP VI
9 MZ-ONN-2004/1 Mizoram 75% OIL 3,213 NELP VI
10 RJ-ONN-2004/2 Rajasthan 715% 0IL 2,196 NELP VI
11 RJ-ONN-2004/3 Rajasthan 60% 0IL 1,330 NELP VI
12 RJ-ONN-2005/2 Rajasthan 60% 0OIL 1,517 NELP VII
Total Area 21,293
Source: Company Reports and Citi Investment Research and Analysis
Figure 25. 0IL’s NELP/ pre-NELP Acreages as Non-Operator
S.No. Block No. Location Participating Interest Operator Area NELP/ Pre-NELP
1 KG-DWN-98/4 Krishna- Godavari 15% ONGC 4,970 NELP |
2 MN-0SN-2000/2 Mahanadi Basin 20% ONGC 4,061 NELP II
3 AA-ONN-2001/3 Assam 15% ONGC 110 NELP Il
4 CY-DWN-2001/1 Cauvery Basin 20% ONGC 12,425 NELP I
5 AA-ONN-2002/4 Assam 10% ONGC 1,060 NELP IV
6 KG-DWN-2002/1 Krishna- Godavari 20% ONGC 10,600 NELP IV
7 MN-DWN-2002/1 Mahanadi Basin 20% ONGC 9,980 NELP IV
8 KG-DWN-2004/5 Krishna- Godavari 10% ONGC 11,922 NELP VI
9 KG-DWN-2004/6 Krishna- Godavari 10% ONGC 10,907 NELP VI
10 AN-DWN-2005/1 Andaman-Nicobar 10% ONGC 11,837 NELP VII
11 AA-ONN-2005/1 Assam 30% ONGC 363 NELP VII
12 WB-ONN-2005/2 West Bengal 25% ONGC 3,940 NELP VII
13 AAP-ON-94/1 Assam 10.13% in expl. Phase; HOEC 305 Pre-NELP
additional 30% carrying interest
14 GK-0SJ-3 Gujarat-Kutch 15% RIL 5,725 Pre-NELP
Total Area 88,205

Source: Company Reports and Citi Investment Research and Analysis
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OIL has a meaningful exposure to the prospective deepwater blocks off the East
Coast. About 61% of OIL’s NELP acreage falls under the deepwater category.

Figure 26. Classification of 0IL’'s NELP Blocks (based on area)

Onshore
25%

Offshore
14%
Deepwater
61%

Source: Company Reports and Citi Investment Research and Analysis

...also looking overseas

OIL has also been actively pursuing opportunities for acquiring producing E&P
assets, exploration acreages, etc. in Africa, the Middle East, and South East
Asia. As a result, it has acquired participating interests in 11 blocks as show in
Figure 27.

Figure 27. 0IL’s Overseas Assets

S.No. Block/Country Participating Interest Operator Area (sq. km.)
1 Farsi (offshore) in Iran 20% VL 3,500
2 86 Libya 50% 0oIL 7,087
3 102/4 Libya 50% 0IL 2,710
4 Area 95/96, Libya 25% SIPEX 6,629
5 Shakthi- Gabon 45% 0oIL 3,761
6 Timor Leste —East Timor 12.5% REPDMCC 2,384
7 Block 82, Yemen 15% MEDCO AMED 1,857
8 Block 83, Yemen 15% MEDCO ARAT 364
9 Block 3, Egypt 25% GSPC 8,287
10 Block 4, Egypt 25% GSPC 2,600
11 OPL-25, Nigeria 17.50% Summit 0il 2,094

Total area 41,273

Source: Company Reports

Exploration track record in Assam has been promising, needs
to be tested outside

While it is still early days to gauge the potential success of the NELP and
overseas blocks, OIL has demonstrated the drive to explore opportunities to
reinvest its free cash flows in an effort to create value from assets other than
those in the North-East. OIL’s track record in its past exploratory activities has
been strong as shown below though mostly in Assam thus depicting the
company’s superior understanding of the Upper Assam basin. The company
has an aggressive well program in the NELP blocks, but it remains untested
and could take time to yield results.



Oil India (OILI.BO)
3 November 2009

Figure 28. 0IL’s Exploratory Activities

FY07 FYO8 FY09
Independent
2-D Seismic Surveys Conducted (line km) 410 143 242
3-D Seismic Surveys Conducted (sq. km) 923 918 1,107
Exploratory Wells Drilled 6 11 12
-Successful 5 9 8
Success Ratio of exploratory wells 83% 82% 67%
Development Wells Drilled 23 30 28
-Successful 23 30 28
Success Ratio of development wells 100% 100% 100%

Source: Company Reports

There have been many discoveries in the PEL areas (which are granted on
nomination and converted into ML after discovery) during the last five years. In
fact, we believe that OIL would be able to commercially exploit some of these;
this is the primary driver of our estimated FY10-12E volume growth CAGR of 5%.

Figure 29. OIL — New Hydrocarbon Finds

Location Type Class
FY08

South Chandmari 0il Medium
Sapkaint 0il Medium
Moran 0il Large
North Hapjan 0il Medium
West Makum 0il Medium
Kathaloni 0il Medium
South Makum 0il Small
Baghjan Gas Medium
FY09

Dandiwalla-17 (RJBB) Gas Medium
West Madhuting (NHK 568) Gas Medium
Madhuting (NHK 572) 0il Medium
Mechaki -2 0il Large
West Makum (Makum 29) 0il Medium

Source: Company Reports

Smaller, but good operating metrics

On 2P reserves, OlIL is 1/10" the size of ONGC. However, it compares well with
its larger peer on R/P ratio, costs, and reserve replacement. Though OlL’s
reserve life is more on 2P basis, it is inferior to ONGC on 1P basis.

Figure 30. OIL: Comparison with ONGC

ONGC 0IL

FYO07 FY08 FY09 FY07 FY08 FY09
0+0EG (MMT) 60.8 61.9 61.3 5.2 5.0 5.4
0+0EG (mmboe) 445 453 450 38 37 39
2P reserves-0+0EG (mmboe) 7,688 8,885 9,810 829 933 974
Realisation/boe (US$)* 21.6 31.4 28.4 36.1 44.4 43.8
Lifting Cost/boe (US$) 5.0 6.2 7.1 2.6 4.1 4.6
EBITDA/boe (US$)* 17.7 19.5 17.3 15.8 19.4 20.5
Net profit/boe (US$)* 9.4 11.5 9.8 9.6 12.0 12.0
F&D Costs/hoe (US$) 3.2 5.2 5.1 2.6 3.7 na
R/P ratio (based on 1P) 15.4 14.9 15.8 13.9 14.3 13.6
R/P ratio (based on 2P) 17.3 19.6 21.8 21.7 25.3 24.8
Reserve Replacement 1.57 1.56 1.44 1.81 2.08 na

Source: Company Reports and CIRA estimates. *Excluding OVL for ONGC.
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Figure 31. F&D Costs of Global Peers (US$/hoe)
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Figure 32. Lifting Costs of Global Peers - FY09* (US$/bbl)
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OIL’s lifting costs have risen over last five years albeit moderately (a function of

their predominantly onshore operations) as shown in the chart below.

Figure 33. OIL - Lifting Cost (US$/bbl)

2004 2005 2006 2007 2008 2009

Source: Company Reports and CIRA estimates

Other highlights of OIL’s past production, as well as our estimates going
forward are depicted in the charts below.

Figure 34. Crude 0il Production (Million Barrels)
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Oil & gas outlook in India

India's heavy dependence on crude imports (around 75% of its crude
requirement is imported) and low levels of exploration (low well density per
1,000km) have led to large capital investment both from the National Qil
Companies (NOCs) as well as private-sector oil companies. Against this
background, the New Exploration Licensing Policy (NELP) was formulated by
the government in 1997-98 to provide a level-playing field in which all parties
could compete for exploration acreage.

Some of the attractive features of the NELP (eight rounds so far) are:
m No mandatory state participation, NOCs to compete for acreages

m Finalization of contract based on Model Production Sharing Contracts
(MPSC)

m Foreign participation up to 100%
m No minimum expenditure commitment during the exploration period

m Freedom to sell crude and natural gas in the domestic market at market
prices

m No customs duty on imports required for petroleum operations
m Income Tax Holiday for seven years from start of commercial production
m No signature, discovery, or production bonus

m Option to amortize exploration and drilling expenditures over a period of 10
years from first commercial production

m Biddable cost recovery limit up to 100%

Crude pricing environment

Following the dismantling of the APM regime in April 2002, domestic crude oil
producers have been allowed by the government to partially align their prices
with international prices. Consequently, the profitability and realizations of
upstream oil companies (OIL, ONGC, and GAIL) have improved. Till recently,
the upstream companies were still required to share nearly one-third of the
under-recoveries incurred by the government-owned OMCs HPCL, BPCL and
|IOC. However, in a bid to partially deregulate the sector, the upstream
companies are now expected to share under-recoveries on only petrol/diesel,
with the losses on LPG/Kero to be compensated directly by the government.



Oil India (OILI1.BO)

3 November 2009 Background

Company description

Oil India Limited (OIL) is one of the leading national oil companies engaged in
the business of exploration, production and transportation of crude oil and
natural gas. OIL is a public sector company under the Ministry of Petroleum
and Natural Gas and post-1PO is held 78.4% directly by the Government of
India. The public sector OMCs hold another 8.9%, with the rest being held by
employees and the public (see Figure 36 below).

Figure 36. OIL: Post-issue Shareholding Pattern

Public, 12.7%

HPCL, 2.2%
BPCL, 2.2%

10C, 4.5%

Govt. of India,
718.4%

Source: Company Reports

The company is involved in the following activities:

Exploration and Development — OlL’s exploration and development activities are
spread over onshore areas, primarily in North-Eastern India and Rajasthan. In
addition, OIL has participation interest in NELP exploration blocks in Mahanadi
Offshore and Krishna-Godavari deep water. Furthermore, the company has
been actively pursuing opportunities in the international space and has
acquired participating interests in various overseas projects in the Middle East
and Africa.

The company has adopted an integrated approach of geological, geophysical,
geochemical, and reservoir engineering studies to successfully develop and
exploit prospective blocks. OIL has established a firm track record of exploiting
small and medium-sized discoveries (estimated 2P reserves of less than 30
mmboe). From FYO7 to FY09, OIL made 11 such discoveries, in addition to two
bigger discoveries (estimated 2P reserves of more than 30 mmboe). OIL has 2P
reserves of 974 mmboe as on March 31, 2009, ~60% of which comprises oil.

To tap ageing and depleting fields, OIL employs a variety of improved oil
recovery techniques (IOR) and enhanced oil recovery (EOR) techniques to
achieve maximum recovery from its oil reserves. This is especially relevant for
its maturing fields in the upper Assam basin so as to maintain current
production levels.
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Oil & Gas Production — OIL produced 24.95 mmbbl (68 kbpd) of crude oil and
2.27 bcm (6.2 mmscmd) of natural gas in FY09. As shown in Figure 37, all the
crude is produced from fields in North-Eastern India, while some gas is also
produced from the Rajasthan fields.

The company manages the entire chain of operations required for onshore oil
and gas production including onshore production facilities, well stimulation
services, land pipelines, gas processing and fractionation facilities, transport
fleet, storage facilities and other infrastructure. OIL currently owns and
operates 10 onshore drilling rigs and 14 workover rigs to facilitate its drilling
and production operations.

Figure 37. OIL — 0il & Gas Producing Fields

Production Crude 0il Natural Gas
(bpd) (mmscmd)

Gr. Hapjan 21,676 0.59
Tengakhat 8,307 0.96
Gr. Chandmari 7,993 0.19
Gr. Dikom 6,363 0.95
Gr. Naharkatiya 4,597 0.76
Kathloni 4,084 0.21
Bhogpara 3,804 0.05
Jorajan 2,729 1.38
Gr. Shalmari 2,485 0.07
Central small Fields 2,116 0.26
Moran 1,840 0.11
Kumchai 712 0.06
Condensate 639 -
Kharsang JV 510 -
Eastern Fields 284 0.07
Digboi 119 0.01
Western Fields 100 -
Rajasthan - 0.56
Total 68,358 6.23

Source: Company Reports

Pipeline and Transportation — OIL owns and operates a 1,157 km long crude
pipeline on a common carrier basis with ONGC and BRPL. This pipeline has
the capacity to transport 44 mmbbl of crude oil feeding the crude oil produced
by both OIL and ONGC in the North-Eastern region to feed refineries at
Numaligarh, Guwahati, Bongaigaon, Barauni and Digboi. OIL owns 10 crude oil
pumping stations and 17 repeater stations, across the three eastern states of
Assam, West Bengal and Bihar. The company also owns and operates a 660
km long product pipeline from Numaligarh (in Assam) to Siliguri (in West
Bengal). This pipeline was completed and commissioned in August 2008.

OIL also constructed a 741-km product pipeline in Sudan in partnership with
OVL and has a 10% interest in the product pipeline.

Downstream — OIL holds 26% equity in the 3 MMTPA Numaligarh Refinery. The
company also holds a 10% stake in the Brahmaputra Gas Cracker Project
(BCPL), a JV where GAIL (70%), NRL (10%), and Govt. of Assam (10%) hold
the remaining stake. OIL also holds a 23% stake in DNP Limited, which was
formed to acquire, transport and distribute natural gas.

In order to support its primary operations, the company also carries out the
following related activities:
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Reservoir Management — OIL uses numerical simulation studies including gas
and water injection, water and polymer flooding projects etc. The
implementation of these studies in the fields has improved yields over and
above of what would have been recovered by primary depletion alone.

Research and Development — OIL has a dedicated R&D Department recognized
by the Department of Science & Technology, Government of India. In the
recent past, this R&D department has developed and implemented a number
of innovative techniques in well-drilling and pipeline transportation resulting in
significant economic benefits to the company.

Management

The Board of Directors comprises four executive directors, two goverment
nominees (from the Ministry of Petroleum and Natural Gas), and six
independent directors. Mr. N.M. Borah is the Chairman and the Managing
Director of OIL. The top management of the company has extensive experience
in the oil & gas space.

Figure 38. Board of Directors

S.No. Name Designation
1 N.M. Borah Chairman and MD
2 T.K. Ananth Kumar Director- Finance
3 B.N. Talukdar Director- E&D
4 A. Anand Director- HR & BD
5 D.N. Narasimha Raju Govt. Director (MoPNG)
6 Archana S. Mathur Govt. Director (MoPNG)
7 Vinod K. Misra Independent Director
8 Alexander K. Luke Independent Director
9 Sushil Khanna Independent Director
10 Arun Kumar Gupta Independent Director
11 Pawan K. Sharma Independent Director
12 G.H. Amin Independent Director

Source: Company Reports
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Oil India

Company Description

OIL is a public-sector E&P company engaged in exploration and production of
crude oil and natural gas. Even though the company has most of its assets
concentrated in Northeastern India, it is looking to diversify its business by
concentrating on its NELP blocks, as well as acreages abroad. Post-IPO, the
government (including HPCL, BPCL and I0C) holds 87.3% of the company.

Investment Strategy

We rate OIL shares Hold / Low Risk (2L), with an Rs1,165 target price. OIL has
established reserves on Onshore Assam Basin with adequate reserve life and
reasonable production growth, which generates strong and stable cash flows,
adding on to the already strong balance sheet. Despite the new subsidy
mechanism of the upstream companies sharing losses on only petrol/diesel, we
believe that OIL’s leverage to crude beyond US$65/bbl is going to be limited.
OIL, which has predominantly focused on North-east Indian onshore blocks,
has gradually gained exposure to domestic offshore through NELP blocks as
well as abroad. Though the strategic shift to reinvest cash flows from the pre-
NELP blocks is in the right direction, it will take time to show results, especially
given lack of prior experience.

Valuation

Our target price of Rs1,165 comprises (i) Business valued at PER of 7.5x
FY11E core EPS (@$65 net crude), and (ii) cash at Rs385/share (Mar-10E).
The core PER is at a 15% discount to ONGC’s current multiple of 9.0x. We
believe a lower multiple vs. ONGC is warranted on account of (i) OIL's smaller
size, (ii) still-to-be-tested track record outside the North East, and (iii) risk
pertaining to use of OIL’s significant cash balance, in addition to ONGC'’s
relatively higher leverage to crude prices (thru OVL) and natural gas
deregulation. Further re-rating from here would be dependent on higher net
crude realizations i.e. significant price reforms in auto fuels, revision in gas
prices, and any positive news flow from new exploration programs.

Risks

We rate Qil India shares Low Risk given the stable earnings profile and cash-
rich balance sheet. Drop in crude prices and sharp rupee appreciation remains
the key downside risks to earnings. Uncertainty on government policy on
subsidy sharing remains a key risk, in our opinion, although deregulation
(especially of auto fuels) and/or any clarity on this front would have a positive
impact.

The government also determines the gas price realization for OIL to a large
extent. Any delay in implementation or reduction in the proposed APM gas
price hike would have negative impact on profitability and valuations. On the
other hand a complete de-regulation of gas price to the market determined
levels would have a positive impact on earnings and valuation.

Given the significant increase in exploratory activity likely to be initiated in the
NELP blocks, there are risks of failures and hence material dry well write-offs
which could impact earnings and cash flows in the short-term. However, OIL’s
ability to drive exploration success in the new blocks and/or undertake a
successful acquisition will be value accretive esp. given its lower reserve base
relative to ONGC.
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For FY07-09, the MoPNG allowed OIL full recovery, on a net basis, of
transportation tariffs and sales tax for crude oil that it produced and
transported to all public sector refineries. Any reversal of the government
decision on transportation tariff and sales tax recovery would be a key negative

for OIL.

Any of these risk factors could cause the shares to deviate from our target
price.
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Appendix A-1
Analyst Certification

Each research analyst(s) primarily responsible for the preparation and content of all or any identified portion of this research report hereby certifies that, with
respect to each issuer or security or any identified portion of the report with respect to an issuer or security that the research analyst covers in this research
report, all of the views expressed in this research report accurately reflect their personal views about those issuer(s) or securities. Each research analyst(s) also
certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research
analyst in this research report.
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Prashanth Vasan, Associate, holds a long position in the securities of BP Plc.
Sioban G Hickie, Associate, holds a long position in the securities of Hess Corp.
A director of Citi serves on the board and is a member of Audit Committee of Royal Dutch Shell.

Citigroup Global Markets Inc. or its affiliates beneficially owns 1% or more of any class of common equity securities of CNPC (Hong Kong), Sinopec, PetroChina, Lukoil,
Santos Ltd, Woodside Petroleum Ltd. This position reflects information available as of the prior business day.

Within the past 12 months, Citigroup Global Markets Inc. or its affiliates has acted as manager or co-manager of an offering of securities of Oil India, CNPC (Hong Kong),
Sinopec, PetroChina, CNOOC, Chevron, Gazprom, Hess Corp, Marathon Qil Corp, Oil & Natural Gas, Occidental Petroleum Corp, Repsol YPF, Rosneft, StatoilHydro ASA,
Santos Ltd.

Citigroup Global Markets Inc. or its affiliates has received compensation for investment banking services provided within the past 12 months from 0il India, CNPC (Hong
Kong), Sinopec, PetroChina, CNOOC, BP PLC, Chevron, ENI SpA, Gazprom, Hess Corp, Lukoil, Marathon Qil Corp, Oil & Gas Development, Oil & Natural Gas, Occidental
Petroleum Corp, Royal Dutch Shell Class A, Repsol YPF, Rosneft, StatoilHydro ASA, Santos Ltd, Total SA, Woodside Petroleum Ltd, Exxon Mobil Corp.

Citigroup Global Markets Inc. or its affiliates expects to receive or intends to seek, within the next three months, compensation for investment banking services from CNPC
(Hong Kong), PetroChina, CNOOC, ENI SpA, Gazprom, Qil & Gas Development, Royal Dutch Shell Class A, Rosneft, StatoilHydro ASA, Santos Ltd, Woodside Petroleum Ltd,
Exxon Mobil Corp.

Citigroup Global Markets Inc. or an affiliate received compensation for products and services other than investment banking services from Qil India, CNPC (Hong Kong),
Sinopec, PetroChina, CNOOC, BG Group PLC, BP PLC, Cairn India, Chevron, ENI SpA, Gazprom, Hess Corp, Lukoil, Marathon Qil Corp, Norsk Hydro ASA, 0il & Gas
Development, Oil & Natural Gas, Occidental Petroleum Corp, Royal Dutch Shell Class A, Repsol YPF, Rosneft, StatoilHydro ASA, Santos Ltd, Total SA, Woodside Petroleum
Ltd, Exxon Mobil Corp in the past 12 months.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as investment banking client(s): Cairn India, Qil India, CNPC (Hong Kong),
Sinopec, PetroChina, CNOOC, BP PLC, Chevron, ENI SpA, Gazprom, Hess Corp, Lukoil, Marathon Qil Corp, Oil & Gas Development, Oil & Natural Gas, Occidental Petroleum
Corp, Royal Dutch Shell Class A, Repsol YPF, Rosneft, StatoilHydro ASA, Santos Ltd, Total SA, Woodside Petroleum Ltd, Exxon Mobil Corp.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, securities-
related: Qil India, CNPC (Hong Kong), Sinopec, PetroChina, CNOOC, BG Group PLC, BP PLC, Cairn India, Chevron, ENI SpA, Gazprom, Hess Corp, Lukoil, Marathon Qil Corp,
Norsk Hydro ASA, il & Gas Development, Oil & Natural Gas, Occidental Petroleum Corp, Royal Dutch Shell Class A, Repsol YPF, Rosneft, StatoilHydro ASA, Santos Ltd, Total
SA, Woodside Petroleum Ltd, Exxon Mobil Corp.

Citigroup Global Markets Inc. currently has, or had within the past 12 months, the following as clients, and the services provided were non-investment-banking, non-
securities-related: Oil India, CNPC (Hong Kong), Sinopec, PetroChina, CNOOC, BG Group PLC, BP PLC, Cairn India, Chevron, ENI SpA, Gazprom, Hess Corp, Lukoil, Marathon
Qil Corp, Norsk Hydro ASA, Oil & Gas Development, Oil & Natural Gas, Occidental Petroleum Corp, Royal Dutch Shell Class A, Repsol YPF, Rosneft, StatoilHydro ASA, Santos
Ltd, Total SA, Woodside Petroleum Ltd, Exxon Mobil Corp.
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Analysts' compensation is determined based upon activities and services intended to benefit the investor clients of Citigroup Global Markets Inc. and its affiliates ("the
Firm"). Like all Firm employees, analysts receive compensation that is impacted by overall firm profitability which includes investment banking revenues.

The Firm is a market maker in the publicly traded equity securities of CNPC (Hong Kong), Sinopec, PetroChina, CNOOC, BG Group PLC, Gazprom, Lukoil, Norsk Hydro ASA,
StatoilHydro ASA, Woodside Petroleum Ltd.

For important disclosures (including copies of historical disclosures) regarding the companies that are the subject of this Citi Investment Research & Analysis product
("the Product"), please contact Citi Investment Research & Analysis, 388 Greenwich Street, 29th Floor, New York, NY, 10013, Attention: Legal/Compliance. In addition, the
same important disclosures, with the exception of the Valuation and Risk assessments and historical disclosures, are contained on the Firm's disclosure website at
www.citigroupgeo.com. Valuation and Risk assessments can be found in the text of the most recent research note/report regarding the subject company. Historical
disclosures (for up to the past three years) will be provided upon request.

Citi Investment Research & Analysis Ratings Distribution

Data current as of 30 Sep 2009 Buy Hold Sell
Citi Investment Research & Analysis Global Fundamental Coverage 44% 38% 18%
% of companies in each rating category that are investment banking clients A47% 45% 36%

Guide to Citi Investment Research & Analysis (CIRA) Fundamental Research Investment Ratings:

CIRA's stock recommendations include a risk rating and an investment rating.

Risk ratings, which take into account both price volatility and fundamental criteria, are: Low (L), Medium (M), High (H), and Speculative (S).

Investment ratings are a function of CIRA's expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating.

For securities in developed markets (US, UK, Europe, Japan, and Australia/New Zealand), investment ratings are:Buy (1) (expected total return of 10% or more for Low-Risk
stocks, 15% or more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15%
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return).

For securities in emerging markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings are:Buy (1) (expected total return of 15% or
more for Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for Low-
Risk stocks, 109%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-Risk stocks, 10%
or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks).

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change in target
price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price movements and/or
other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to review by Research Management.
Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock's expected
performance and risk.

Guide to Citi Investment Research & Analysis (CIRA) Corporate Bond Research Credit Opinions and Investment Ratings: CIRA's corporate bond research issuer publications
include a fundamental credit opinion of Improving, Stable or Deteriorating and a complementary risk rating of Low (L), Medium (M), High (H) or Speculative (S) regarding
the credit risk of the company featured in the report. The fundamental credit opinion reflects the CIRA analyst's opinion of the direction of credit fundamentals of the issuer
without respect to securities market vagaries. The fundamental credit opinion is not geared to, but should be viewed in the context of debt ratings issued by major public
debt ratings companies such as Moody's Investors Service, Standard and Poor's, and Fitch Ratings. CBR risk ratings are approximately equivalent to the following matrix:
Low Risk Triple A to Low Double A; Low to Medium Risk High Single A through High Triple B; Medium to High Risk Mid Triple B through High Double B; High to Speculative
Risk Mid Double B and Below. The risk rating element illustrates the analyst's opinion of the relative likelihood of loss of principal when a fixed income security issued by a
company is held to maturity, based upon both fundamental and market risk factors. Certain reports published by CIRA will also include investment ratings on specific
issues of companies under coverage which have been assigned fundamental credit opinions and risk ratings. Investment ratings are a function of CIRA's expectations for
total return, relative return (to publicly available Citigroup bond indices performance), and risk rating. These investment ratings are: Buy/Overweight the bond is expected
to outperform the relevant Citigroup bond market sector index (Broad Investment Grade, High Yield Market or Emerging Market), performances of which are updated
monthly and can be viewed at http://sd.ny.ssmb.com/ using the "Indexes" tab; Hold/Neutral Weight the bond is expected to perform in line with the relevant Citigroup bond
market sector index; or Sell/Underweight the bond is expected to underperform the relevant sector of the Citigroup indexes.

Non-US research analysts who have prepared this report are not registered/qualified as research analysts with the NYSE and/or NASD. Such research analysts may not be
associated persons of the member organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject
company, public appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below:

Citigroup Global Markets India Private Limited Rahul Singh,Saurabh Handa,Garima Mishra

OTHER DISCLOSURES

The subject company's share price set out on the front page of this Product is quoted as at 30 October 2009 03:58 PM on the issuer's primary market.

Citigroup Global Markets Inc. and/or its affiliates has a significant financial interest in relation to PetroChina, Chevron, ENI SpA, Hess Corp, Norsk Hydro ASA, Occidental
Petroleum Corp, Repsol YPF, Rosneft, StatoilHydro ASA, Santos Ltd, Total SA, Woodside Petroleum Ltd, Exxon Mobil Corp. (For an explanation of the determination of
significant financial interest, please refer to the policy for managing conflicts of interest which can be found at www.citigroupgeo.com.)

Citigroup Global Markets Inc. or its affiliates beneficially owns 5% or more of any class of common equity securities of Woodside Petroleum Ltd.
Citigroup Global Markets Inc. or its affiliates beneficially owns 2% or more of any class of common equity securities of CNPC (Hong Kong), PetroChina, Santos Ltd.

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and may act as
principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been recommended in the
Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities transactions in a manner inconsistent with
the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal basis.

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other obligations of any
insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal amount invested. Although
information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its accuracy and it may be incomplete and
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condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and completeness of the disclosures made in the Important Disclosures
section of the Product. The Firm's research department has received assistance from the subject company(ies) referred to in this Product including, but not limited to,
discussions with management of the subject company(ies). Firm policy prohibits research analysts from sending draft research to subject companies. However, it should be
presumed that the author of the Product has had discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and
estimates constitute the judgment of the author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without
notice. Prices and availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the
companies discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Investment Research & Analysis

(CIRA) does not set a predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of CIRA to provide research coverage of
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The Product is for
informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in the
Product must take into account existing public information on such security or any registered prospectus.

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting
requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign companies are generally not
subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of some foreign companies may be less liquid and
their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate movements may have an adverse effect on the value of an investment in
a foreign stock and its corresponding dividend payment for U.S. investors. Net dividends to ADR investors are estimated, using withholding tax rates conventions, deemed
accurate, but investors are urged to consult their tax advisor for exact dividend computations. Investors who have received the Product from the Firm may be prohibited in
certain states or other jurisdictions from purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details.
Citigroup Global Markets Inc. takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product
may be placed only through Citigroup Global Markets Inc.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers: Morgan Stanley & Co. Incorporated (Morgan Stanley) research reports may be available about the
companies that are the subject of this Citi Investment Research & Analysis (CIRA) research report. Ask your Financial Advisor or use smithbarney.com to view any available
Morgan Stanley research reports in addition to CIRA research reports.

Important disclosure regarding the relationship between the companies that are the subject of this CIRA research report and Morgan Stanley Smith Barney LLC and its
affiliates are available at the Morgan Stanley Smith Barney disclosure website at www.morganstanleysmithbarney.com/researchdisclosures.

The required disclosures provided by Morgan Stanley and Citigroup Global Markets, Inc. on Morgan Stanley and CIRA research relate in part to the separate businesses of
Citigroup Global Markets, Inc. and Morgan Stanley that now form Morgan Stanley Smith Barney LLC, rather than to Morgan Stanley Smith Barney LLC in its entirety. For
Morgan Stanley and Citigroup Global Markets, Inc. specific disclosures, you may refer to www.morganstanley.com/researchdisclosures and
https://www.citigroupgeo.com/geopublic/Disclosures/index_a.html.

This CIRA research report has been reviewed and approved on behalf of Morgan Stanley Smith Barney LLC. This review and approval was conducted by the same person who
reviewed this research report on behalf of CIRA. This could create a conflict of interest.

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed by. The Product is made
available in Australia through Citigroup Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of the ASX Group and regulated by the
Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 2000. The Product is made available in Australia to Private Banking
wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private
Banking wholesale clients through bankers and relationship managers. If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts,
investors should contact the Citigroup Private Bank in Australia. Citigroup companies may compensate affiliates and their representatives for providing products and
services to clients. The Product is made available in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CYM - Comissao de Valores Mobilidrios,
BACEN - Brazilian Central Bank, APIMEC - Associacao Associagdo dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associagdo Nacional
dos Bancos de Investimento. Av. Paulista, 1111 - 11° andar - CEP. 01311920 - Sao Paulo - SP. If the Product is being made available in certain provinces of Canada by
Citigroup Global Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product. Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5)
2M3. The Product is made available in France by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. 1-5 Rue Paul
Cézanne, 8eme, Paris, France. The Product may not be distributed to private clients in Germany. The Product is distributed in Germany by Citigroup Global Markets
Deutschland AG & Co. KGaA, which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am
Main. If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank
Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Product is made
available in Hong Kong by The Citigroup Private Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. The
Citigroup Private Bank and Citibank N.A. is regulated by the Hong Kong Monetary Authority. The Product is made available in India by Citigroup Global Markets India
Private Limited, which is regulated by Securities and Exchange Board of India. Bakhtawar, Nariman Point, Mumbai 400-021. The Product is made available in Indonesia
through PT Citigroup Securities Indonesia. 5/F, Citibank Tower, Bapindo Plaza, JI. Jend. Sudirman Kav. 54-55, Jakarta 12190. Neither this Product nor any copy hereof may
be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable capital market laws
and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered with the Capital Market and
Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the
Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market
laws and regulations. The Product is made available in Italy by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. Foro
Buonaparte 16, Milan, 20121, Italy. The Product is made available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services
Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by Nikko Cordial Securities Inc. it is being so distributed under license. In
the event that an error is found in an CGM)J research report, a revised version will be posted on the Firm's Global Equities Online (GEQ) website. If you have questions
regarding GEO, please call (81 3) 6270-3019 for help. The Product is made available in Korea by Citigroup Global Markets Korea Securities Ltd., which is regulated by
Financial Supervisory Commission and the Financial Supervisory Service. Hungkuk Life Insurance Building, 226 Shinmunno 1-GA, Jongno-Gu, Seoul, 110-061. The Product
is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission. Menara Citibank, 165 Jalan Ampang,
Kuala Lumpur, 50450. The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex
("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 06600 Mexico,

D.F. In New Zealand the Product is made available through Citigroup Global Markets New Zealand Ltd. (Company Number 604457), a Participant of the New Zealand
Exchange Limited and regulated by the New Zealand Securities Commission. Level 19, Mobile on the Park, 157 Lambton Quay, Wellington. The Product is made available in
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Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar
Road, P.0. Box 4889, Karachi-74200. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is
regulated by Komisja Nadzoru Finansowego. Dom Maklerski Banku Handlowego S.A. ul. Chalubinskiego 8, 00-630 Warszawa. The Product is made available in the Russian
Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the
Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets. Neither the Product nor
any information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation or outside
the Russian Federation. The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as
amended) On Appraisal Activities in the Russian Federation. 8-10 Gasheka Street, 125047 Moscow. The Product is made available in Singapore through Citigroup Global
Markets Singapore Pte. Ltd., a Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore. 1 Temasek Avenue, #39-02 Millenia Tower,
Singapore 039192. The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in Singapore that
is regulated by Monetary Authority of Singapore. Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number
2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange
South Africa, South African Reserve Bank and the Financial Services Board. The investments and services contained herein are not available to private customers in South
Africa. The Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. 29 Jose Ortega Y
Gassef, 4th Floor, Madrid, 28006, Spain. The Product is made available in Taiwan through Citigroup Global Markets Taiwan Securities Company Ltd., which is regulated by
Securities & Futures Bureau. No portion of the report may be reproduced or quoted in Taiwan by the press or any other person. No. 8 Manhattan Building, Hsin Yi Road,
Section 5, Taipei 100, Taiwan. The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange
Commission of Thailand. 18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in Turkey through
Citibank AS which is regulated by Capital Markets Board. Tekfen Tower, Eski Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey. In the U.A.E, these
materials (the "Materials") are communicated by Citigroup Global Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center
("DIFC") and licensed and regulated by the Dubai Financial Services Authority ("DFSA" to Professional Clients and Market Counterparties only and should not be relied upon
or distributed to Retail Clients. A distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector covered is made available on
request. Financial products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties. The Product is
made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority. This material may relate to
investments or services of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to where this may be the case are
available upon request in respect of this material. Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB. The Product is made available in United States by
Citigroup Global Markets Inc, which is regulated by NASD, NYSE and the US Securities and Exchange Commission. 388 Greenwich Street, New York, NY 10013. Unless
specified to the contrary, within EU Member States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services

Authority. Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com. Compensation of equity research
analysts is determined by equity research management and Citigroup's senior management and is not linked to specific transactions or recommendations. The Product
may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers. The Product is not to be construed as providing
investment services in any jurisdiction where the provision of such services would not be permitted. Subject to the nature and contents of the Product, the investments
described therein are subject to fluctuations in price and/or value and investors may get back less than originally invested. Certain high-volatility investments can be
subject to sudden and large falls in value that could equal or exceed the amount invested. Certain investments contained in the Product may have tax implications for
private customers whereby levels and basis of taxation may be subject to change. If in doubt, investors should seek advice from a tax adviser. The Product does not purport
to identify the nature of the specific market or other risks associated with a particular transaction. Advice in the Product is general and should not be construed as
personal advice given it has been prepared without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should,
before acting on the advice, consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial
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