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LOTOS Group today

Summary of the 2011ī2015 strategy implementation

The refinery's strong 
competitive position

Acquisitions of the Heimdal and 
Sleipner upstream assets completed

30% share 
in the domestic fuel market

10% share 
of the domestic retail fuel market 

Safety of technological processes

Major business objectives for brand awareness, 

market shares, production volumes, competitiveness

and production standards were delivered

Market conditions (oil prices, crack spreads and 

USD/PLN exchange rate), regulatory environment 

(e.g. changed cost of achieving the National Indicative 

Target), considerable difficulty with the Yme project, 

lack of restructuring resulted in significant deterioration 

of key financials
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strengths growth opportunities

LOTOS Group today

Strengths and growth opportunities

Countrywide network of 480 petrol 

stations, leader of the promising 

highway petrol station segment

Ability to develop an innovative offer              

of high-quality products and services

to leverage the network potential

Advantageous sea location and 

high share in wholesale market

Openness to diversification of supply 

sources for greater energy security 

and economic efficiency

Second largest rail transport 

market player in Poland, with 

modern assets

Entering foreign markets, offering 

new transport services

State-of-the-art and 
technologically-advanced units

Ability to process a wide range of crude oil 

types to improve commercial flexibility

Cooperation with major players           

in the region (Norway)

Growing portfolio diversification                  

and high field profitability

Upstream

Refining

Marketing

Retail

Logistics

5LOTOS Group strategy 2017ī2022
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+2 USD

20182016

Diversified portfolio 

of economically attractive projects

Unique experience in effective 

implementation of major investment projects

Refining

Effective refining margin
USD per barrel

Upstream (1)

LOTOS Group today

Unique projects and implementation skills

(1) as per LOTOS stake (2) barrels of oil equivalent 

(3) as at November 30th 2016

o development of the B8 field: diversification and 

doubling of oil production from the Baltic Sea.              

Reserves: 30.0 mboe (2)

o First oil from Utgard field in Norway using Sleipner

infrastructure. Reserves: 8.2 mboe

o B4/B6 field: first project to develop Baltic Sea                  

natural gas resources. Strong partner.                            

Reserves: 17.9 mboe (4.3 bcm as for 100% stake)

o Solomon Factor to exceed 10.5 once new units start 

operating; LOTOS refinery to continue as European 

leader in efficiency (1st quartile)

o the project is 15pp ahead of schedule                             

(ca. 48% vs 33%) (3)
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(1) net of one-off items

9M 2016

2.1

1.0

2015

1.5

1.4

2014

1.4

1.0

2013

1.4

1.1

Net cash from operating activities

Capital expenditure

9M 2016

1.3

0.5

9M 2015

1.4

0.3

2015

1.8

0.3

2014

0.9

0.5

2013

0.8

0.3

OtherDownstreamUpstream

PLN bn

EBITDA LIFO (1)

PLN bn

Operating cash flows

and capital expenditure

LOTOS Group today

Stable financials
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(1) borrowings, other debt instruments and finance lease liabilities less cash and cash equivalents

(2) net of one off items

2015

2.6x

2014

3.8x

2013

5.2x

Sept. 2016

6.1

2014

6.3

2013

5.7
4.5

2015

PLN bn PLN bn

Net debt/EBITDA LIFO (2)Net debt (1)

LOTOS Group today

Sound balance sheet and improving debt situation
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Business objectives and energy security

Corporate Social Responsibility

Ministry of EnergyPolish Parliament (Sejm)

Polish Oil Industry and Trade Organisation

LOTOS Group today

Strengthening of Poland's energy security

o Ensuring undisrupted energy supplies at optimum 

prices, diversifying sources of supplies and 

developing exploration and production activities

o Maintaining mandatory stocks to guarantee Poland's 

energy security

o Producing highest quality fuels

o Active participation and expert support in projects 

initiated by the state and international 

organisations to improve energy security

o Activity in energy-related law-making processes 

in Poland and the EU
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TRENDS

IN THE OIL & GAS MARKET
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WORLD

POLAND

o Shift in the structure 

of fuel demand 

o Shale gas revolution

o EU's climate policy

Growing competition 

on dynamic market

o New refining capacities in 

Middle East and Asia

o Change in the oil products 

import and export directions ï

US as an oil & gas exporter

Accelerating advances 

in technology

o Electric and hybrid vehicles

o Industry 4.0

o Weakening demand for oil 

products in EU (energy 

efficiency)

Poland's energy

security

o Own energy sources

o Diversified supply directions

o Flexibility in procurement

Major changes in the mix 

of energy sources and 

environmental policy

Trends in the oil & gas market

Key long-term market opportunities and challenges
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1.9 1.9 1.8
including 

Europe

Key trends

2035

17.3

1.4

1.3
0.9

4.3

4.4

5.1

2025

15.5

0.8
1.1

0.8

4.1

3.9

4.8

2015

13.1

0.4
0.9

0.6

3.8

3.2

4.3

Coal

Nuclear

Gas

Liquid (2)

Renewables

Hydro

billion toe (1)

Global consumption of primary energy

Trends in the oil & gas market

Liquid fuels and natural gas remain important sources of energy despite dynamic

growth of renewables

(1) tons of oil equivalent (2) biofuels included

Source: Grupa LOTOS, Base case, BP Energy Outlook 2035

o Increase in global demand for energy 

due to rising per capita GDP and growing 

population in non-OECD countries

o Demand for liquid and gaseous fuels

to remain steady, e.g. thanks to strong 

development of transport in non-OECD 

countries

o Rapidly growing share of renewables

in the energy mix
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14.8

2021

85.9

2016

95.7

15.2

80.5

100.6
2.1 1.8 -13%

+3%5.65.5

1.51.4 +10%

mboe/d mboe/d

Europe: demand for key products and international balance

Europe

2016 2021

JET

rest of the 

world

-1.3 -1.4Net 

imports

+0.4 +0.5
Net 

imports

+0.9
Net 

imports (2)
+1.0

Global demand for refining products (1)

ON

o 13% drop in demand

o Increase in exports 

of gasoline to 1.4 mboe/d

o 10% growth in demand

o Imports of aviation fuel (3)

and kerosene up to 0.5 mboe/d

o 3% growth in demand

o Imports of diesel and light 

fuel oil up to 1.0 mboe/d

Trends in the oil & gas market

Deficit of middle distillates with a concurrent oversupply of gasoline

(1) gasoline, naphtha, diesel, light fuel oil, JET, heavy fuel oil and other

(2) including light fuel oil      (3) including kerosene 

Source: JBC Energy SuDeP
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-14%

2030

376

2025

400

2020

421

2015

438

68

2020

67

2015

66

2030

+4%

68

2025

Western Europe Central and Eastern Europe

o Continued growth of CEE economies implies 

further increase in fuel consumption, ultimately 

to Western European levels

o Fuel efficiency measures will only reduce the rate 

of growth in CEE

o The still growing CEE market is considered more 

promising for fuel producers in the coming years

Key conclusions

gasoline, diesel, light fuel oil, aviation fuel (million tonnes)

Forecasted demand for main transport fuels 

Source: Grupa LOTOS, WoodMckenzie, PWC, in-house analysis

Trends in the oil & gas market

Regional demand for key fuel products is not forecasted to drop
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Implied growth rate of the market (assuming no disruptions) 

111
106

103104104102
100

99
95

9293
9695

100

2009 2010 2011 2012 2013 2014 2015

120

116
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109

104
100

95

8989

94

103
100100

2009 2010 2011 2012 2013 2014 2015

Fuel market growth

Cumulative GDP growth

119
114111110108

105

100 117
110

106105109

114

100

2009 2010 2011 2012 2013 2014 2015

(1) gasoline + diesel + light fuel oil

Source: JBC Energy SuDeP

(1)

PolandSlovakia

Czech Republic

Trends in the oil & gas market

Poland ïa market with considerable potential for growth



LOTOS Group strategy 2017ī2022 16

16

STRATEGY 2017ï2022

OBJECTIVES AND INITIATIVES
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Strategy 2017ī2022

A vision for stable and sustainable growth

and a national leader in implementing innovation in line

with core business support core business activities.

Producer of premium quality fuels and chemicals

with an optimum degree of vertical integration,

providing highly specialised logistics and maintenance services 
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Strategy 2017ī2022

Strategic objectives

18

Effective use of assets along entire value chain1

Efficient processes guaranteeing stability
2

Readiness to implement innovation
3

Active opportunity and risk management
4

Strong team, coherent CSR story and safety
5
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Strategy 2017ī2022

Strategic objectives

Growth initiatives

1

2

4

5

3

Effective use of assets along 

entire value chain

1.1. New balanced concept for developing upstream portfolio 

1.2. Competitive edge with innovative technologies and new products

1.3. LOTOS Energy Hub in retail and focus on high service quality

Efficient processes 

guaranteeing stability

2.1. Increased resilience to adverse external conditions thanks to low costs

2.2. Excellence in integrated margin management and diversification of feedstock sources

Readiness to implement 

innovation

3.1. Funding for implementation of innovative projects

3.2. Own experts and infrastructure engaged to build a new development model   

in partnership with research institutions

Active management 

of opportunities and risks

4.1. Strong culture of open dialogue and early response to risk symptoms

4.2. Risk management to optimise value for stakeholders

Strong team, coherent CSR 

story and safety

5.1. Talent development as key source of competitive advantage

5.2. Integrated CSR policy

5.3. Robust safety culture 

Efficiency 
Improvement 
Programme

1
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Our ambition: to be a leader in the Baltic region and a trusted partner internationally 

2017ī2022 CAPEX: PLN 3.0bn, in 2018 ī part of PLN 3.3bn CAPEX allocation decisionin 2018

balanced portfolio (licence diversification and structure)

presence on predictable markets

low total cost

Sleipner, fot. �‘�\�Y�L�Q�GHagen (Statoil) 20Grupa LOTOS strategy for 2017ī2022

o Increasing involvement in field development projects

o Gradually increasing the role of oil and gas exploration

o Expanding the asset portfolio by capturing market opportunities

o Reducing the share of mature fields in the portfolio

o Developing business in Norway (around hubs) and Poland

o Geographical diversification in response to market conditions

o Cost optimisation in Poland, new cost structure

o Cooperation with effective operators 

o Effective use of assets (platforms and vessels) and potential divestment

Resource profile:

Location:

Economics:

1.1. Upstream: safe development, balanced portfolio, 

optimised structure

Strategy 2017ī2022


