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Some Basic Questions/Decisions

How does the entity create or provide value?

W hat resources does it have?

How are they being used (sustainability, growth, prospects)?

\W hat obligations exist, and more generally how is the entity funded?

How (and when) are the obligations being paid and serviced, are there (cash) liquidity risks?

How is revenue generated, is it sustainable, are their growth opportunities in volume or price?

What is the service/product being provided, who is the actual customer?

How are the products and services provided/distributed and paid for?
W hat costs are incurred to create and deliver the products or services?

How well is management performing, and how should they be compensated?
Where should the incremental capital resources be allocated?

Where are the risks and opportunities (volume, price, cost, supply, credit, competition, ..)?

Is the entity a going concern?

All these require us to look ahead and make a forecast — Uncertainty
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Some Key Questions to Consider:

1. What are the primary sources of
revenue and revenue growth?

2. How sustainable is the revenue and
growth?

3. Where and how can costs be reduced
or fixed costs leveraged?

4.\What activities are most effectively
using existing capital?

5. Where should we invest new capital or
release trapped capital?

6. How do liquidity needs and tail-risks
impact the capital structure, and risk?

7.What is the impact of existing or new
businesses on firm profitability and risk
(marginal analysis matters)?
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CONSOLIDATED BALANCE SHEETS
AS OF DECEMBER 31, 2010, 2009 AND 2008

(Amounts expressed in million of Argentine pesos — Note 1.a)

YPF SOCIEDAD ANONIMA AND CONTROLLED AND JOINTLY CONTROLLED C

2010 2009

Current Assets
O 1] 1 TP 570 669
INvestments (INOTE 3.8) ..t e e e seerieee eeeeaas sanns e 1,957 1,476
Trade receivables (NOTE 3.D)uuuur i e e e 3,322 2,831
Other receivables (INOTE 3.C) cooeriuiiii et ee e ee e eeaaeaeee e 3.089 2.490
Inventories (NOte 3.d)..c.ouuee oo e e e 3,865 3,066

TOtA] CUTTEIT B8BTS it teeeee e ee eeeaeee e eee eeeaas e ee eeeeaan e neeaens : 12,803 10,532
Noncurrent Assets
Trade receivables (NOtE 3.D).ueee e e 28 22
Other receivables (INOtE 3.C) covriiiiiiii e e e 1,587 527
Investments (INOTE 3.8) ..ot e e ceer s e e e eaas e ae 594 661
Fixed assets (INOte 3. e o s 31.567 27.993
INtANZIDIE ASSEES. vt iiiieiieiiersceiiiis eeeeeaaars ceereseeaeessanseeeeees sases nernnn : 10 12

TOtal NONCUITENT ASSETS oo ereiteeeeteeee e eeeeeean saeeeeessnsenansaeeee s 33,786 29,215

TOTA] S BES ettt e e et et e e e e e e e e e e aa e ee eeean e e eaeee e 46,589 39,747
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YPF SOCIEDAD ANONIMA AND CONTROLLED AND JOINTLY CONTROLLED C(
CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008
(Amounts expressed in million of Argentine pesos, except for per share amounts in Argentine peso

2010 2009

Net sales (INOTE 3K ) o e e e e e e ee eeeeaan saaan e 44,162 34,320
HOW Cost of sales (Note 15.d) e (29,899) (23,177)
Useful GTOSS PIOMIt .o e e eaeaetes e erer e eeen e 14,263 11,143
are Selling expenses (Note I5.6) . e e (3,015) (2,490)
Administrative expenses (Note 15.0) ..o (1,429) (1,102)
These'7 Exploration expenses (Note 15.60) oo (344) (552)
Operating INCOMIE ...... ..ottt e ceeeeasseeaeeeeeeee aeeeeas 9,475 6,999
Income (loss) on long-term INVestmMents ..............ueeeiiveeciiirscenen. 79 (9)
Other (expense) income, net (Note 3.1) .o eeeiii e (155) 159

Financial income (expense), net and holding gains (losses):

Gains (losses) on assets
I LTRSS « vt ceeritiee e eeeras e es semaecreees sears srees sasannee seean sasnnesseenn e 118 109
Or Exchange differences .......ooooiieiiiriiieie et ceeee e e e 202 182
Holding gains (10sses) on INVENTOTIES ... veeeeviviinsceeeeveeeee e 676 (11)
These7 Losses on liabilities

I LTRSS « vt ceeritiee e eeeras e es semaecreees sears srees sasannee seean sasnnesseenn e (931) (938)
Exchange differences . ... e e e e (444) (564)
Net income before InCome taX......ooooeeieiiiiiiie e s eaans 9.020 5,907
INcome tax (NOTE 3.J) vt e e e e e e e e ee e e (3,230) (2,218)

4:Columbia Bus  INEE IIMCOMIC ...t i it et e e e s enae e eneeaenn s 5,790 3,689




What are the key costs?

*How/Where are they sourced?

*\What is the mix of capacity, labor, materials and technology?
How do these compare with others in the industry?

*For each cost what portion is fixed: over what period &/or volume
(capacity)?

How are costs expected to change and why (productivity versus price)?

*The Key in analyzing costs is to understand how to get operating
efficiency which feeds into operating margins and/or greater
efficiency (revenue per $ spent) in the use of resources (operating
assets)
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PRODUCTION COSTS

4,: Columbia Business School
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2005 2006 2007
Materials and parts 96,225 | 100,589 | 106,237
ber unit manufactured | 10,631 |$ 10,956 |$ 11,441
Labor 32,120 28,828 27,221
ber unit manufactured |S 3,549 |S$ 3,140 |S 2,931
Depreciation (Capacity) 9,591 8,768 8,709
er unit manufactured |S 3,549 |S 3,140 |S 2,931
arranty expenses 16,602 18,009 18,974
er unit manufactured |S 1,834 |S 1,969 |S 2,013
ther 666 906 5,140
er unit manufactured | S 74 |S 99 |s 553
2005 2006 2007 SELLING EXPENSES LABOR EXPENSES
Production Costs 155,203 157,100 166,280 2005 2006 2007 2005 2006 2007
er unit manufactured |S 17,147 |$ 17,119 |S 17,876 Labor 880 713 684 ages:
Selling Expenses 7,152 7,508 7,927 per unit sold 9% s 7815 73 Hourly employees | 14,256| 14,317] 13,376
ber unit sold $ 779 |s 826 |$ 846 Advertising 2,800 2,400 2,200 Salaried employees| 11,000  7,125| 6,840
G&A 5,851 6,143 6,485 per unit sold 5632 15 594 |5 587 ension/healthcare 2,214  1,815| 4921
er unit manufactured |$ 646 |S 669 |S 698 Depreciation (Capacity) 161 168 173 egacy costs 11,250 9,846 6,188
per unit sold 1815 1815 18 otal 38,720 33,103| 31,325
Bad Debt Expense 73 56 -
ber unit sold S 8 |s 6 |S -
Other 238 1,182 1,556
er unit sold S 26 |s 129 |S 168
G&A EXPENSES
2005 2006 2007
Labor 5720 | 3563 | 3,420 _ _
crunt mangocurea |5 J5_so0 [5 300 ——> D003 e eheton fvr et v
Depreciation (Capacity) 107 112 115
er unit manufactured |S 12 |s 12 |S 12
ther 24 2,468 2,950
er unit manufactured |S 31|S 269 | 318
10




d) Cost of sales

2010 2009
Inventories at beginning of Year ..o vveeevecirceeereeeeeeennn e . 3,066 3,449
Purchases for the Year ... e e e e e e e e ) 0,631 5,873
Production costs (Note 15.6).....ooeeieeeeeeieeeeeeeeeeeeeeeee . 20,391 16,932
Holding gains (10sses) ON INVENTOTIES ......eeeeveeeeerceeeaeeeeeeaannneeeenns . 676 (11)
Inventories at end Of Year......ooo e eeeeee e e e e . (3,865) (3,066)
COST OF SALES 1eeeees e e eeeeeeessessass sasas sssssesssssns sessssn sannn sunnsns snsssan 29,899 23,177

From Argentine GAAP disclosures and MD&A only
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“*Cost of sales

Our cost of sales accounted for 67.7%, 67.5% and
68.9% of our consolidated net sales in 2010, 2009
and 2008, respectively. Our cost of sales increased
between 2008 and 2010, mainly as a result of:
Increased purchases of crude oil from third parties,
driven by our efforts to maintain our high refinery
utilization rates in light of our declining production;
Increased purchases of natural gas and diesel
from third parties; higher labor costs; higher costs
related to the renegotiation of certain service
contracts; and inflation.”

4: Columbia Business School Trevor S. Harris © 2011 12



2010

Production  Administrative Selling Ex ploration
costs expenses expenses expenses Total
Salaries and social security
taxes.. 1,710 442 293 67 2,512
Fees and ccrmpensahc-n ﬁ:-r
. SErvices.. 222 431 57 8 718
From Argentlne Other PEI’SDI]IIEI EXPENSES ..vuene 488 97 26 12 623
G AAP Taxes, charges and
. CONtrIbUtIONS ..oevvvereeeirierenans 351 46 555 — 952
d|SC|OsureS Only Rovyalties and easements......... 2,970 — 8 11 2,989
Insurance. 150 7 20 - - 177
Rental of I‘Edl E.S'[dtﬂ dIld
equipment... 487 4 80 — 571
Survey expenses... e - - - - - - 98 938
Depreciation of ﬁxed assets | 5,036 108 129 — 5,273
Industrial inputs, cunsumdhle
materials and supplies........ 825 8 59 3 895
Operation services and other
SEIVICE CONTTACES .vveereieernne 2,228 70 172 — 2,470
Preservation, repair and
Major COStS MAINTENANCE. . .ceev e eeeeaane 2,955 38 T8 13 3,084
Contractual commitments....... 411 - - - - - - 411
Unproductive exploratory
Related to drillings.... - - - - - - 112 112
I TI"dIlSpDI"[dUDﬂ, pmducts dﬂd
CapaCIty charges... e 1,037 4 1.346 — 2,387
Allowance (rﬂmvﬂr}') ﬁ:-r
doubtful trade receivables .. - - - - 24 - - 24
Publicity and adverﬂsing
EXpEenses... - - 98 94 - - 192
Fuel, gas, energy dnd
miscellaneous... 1,521 76 74 20 1,691
% Columbia Business School Total 2010 .oeeeeeeereeeenn 20,391 1,429 3,015 344 25,179




Exploration

and Refinine and
Production Marketing Chemical

Year ended December 31, 2010
Net sales to unrelated parties.......... 4,611 34,209 2,445
Net sales to related parties.............. 981 917 —
Net intersegment sales.........coeee.. 17,428 1,668 1,871

INEE SALES oo e ie v e e s ve e 23,020 36,794 4,316
Operating income (loss) 6,210 3,313 874
Income on long-term investments... 69 10 —
Depreciation... ceeeeeeneane s ne e 4,497 551 105
Acqmmtmns ﬂf ﬁl’{ﬁd assets 6,790 1,826 712
Assets... 26,245 14,043 2,779

How can we relate this to the detailed disclosures?

4,-— Columbia Business School Trevor S. Harris © 2011
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Nain acomumt

Land and buidings...

Mineral property, 1.1.'1:115. :md rt]atcd

O L pr et ... .
Refinery equi pmr_nt :a.nd
petrochemical plants ...
Transportation equi |:|m|:nt
Material and equipment in
warchonse..

Drrilling and w-nrk in Progress. ...
Exploratory drilling in progress.. ...
Furnitume, fixtures and installations..

3,385

66,530

SRR 11,442

15 1,997

{ 1065 1,317

{4,619 5504

{137 248

48 941
Depreciation

Accumulated Accumulated
at beginning at the end of Net book
Main account of year year value
Land and buildings ... . . 1,282 2,103
Mineral property, we]ls and related
equipment ... ceebeeeesebenee e eee 49,599 16,931
Refinery equipment and
petrochemical plants............cveeea.. 7,614 3,828
Transportation equipment................. 1,488 509
Materials and equipment in
WATEHOUSE c.oveiviee v e ceeeeenneer e seeens — 1,317
Drilling and work in progress........... — 5,574
Exploratory drilling in progress ........ — 248
Furniture, fixtures and installations.. 761 180
Selling equipment .........cocovoveenenneenenns 1,236 296
Other Property.......eieeneneeseeeas 339 683
4,: Columbia Business
Total 2010 ... ieveeees 62,319 31,669




e How Much Do Auditors Consider the Business vs. the
Rules?

* Treatment of Significant Interests — Joint Ventures

— Argentinian GAAP — Proportional
— US GAAP — Equity Accounting

 How to Relate Details in MD&A to Reported Numbers
and Where Uncertainties Lie especially re:

Volume * Price

» Choice of Functional Currency
— Argentinian GAAP — Peso
— US GAAP — US Dollar

- - 16
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Cash — US$ Cash — US$ Cash — US$
Cash Exchange Option 1: Option 2: Option 3:
Date Euro (€) Rate A $ Cash Conversion A € Cash
Jan. 1 € 10,000 1.46 $14,600
Feb. 10 10,200 1.50 15,300
Mar. 1 (10,500) 1.43 (15,015)
Mar. 31 (actual) €9,700 1.48 $14,356
“Cash Flow” €(300) $(244) $185 $(444)
Change in Cash €(300) $(244) $(244) $(244)
Exchange 0 $(429) $200

Gain/(Loss)

4: Columbia Business School
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Speech in 1984:
2001 an Accounting Odyssey
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Company Ledger Investor / Analyst
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