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1. The Board of Directors of MYTILINEOS HOLDINGS SA                

2. The Board of Directors of DELTA MACHINERY EQUIPMENT AND TURN KEY PROJECTS COMMERCIAL 
INDUSTRIAL TECHNICAL S.A. 

3. The Board of Directors of ALUMINIUM OF GREECE INDUSTRIAL AND COMMERCIAL SA 

                 

 

      June 18, 2007 

 

The Boards of Directors of ‘MYTILINEOS HOLDINGS SA’ (hereinafter referred to as ‘MYTILINEOS’), ‘DELTA 
MACHINERY EQUIPMENT AND TURN KEY PROJECTS COMMERCIAL INDUSTRIAL TECHNICAL S.A.’ 
(hereinafter referred to as ‘DELTA’) and ‘ALUMINIUM OF GREECE INDUSTRIAL AND COMMERCIAL SA’ 
(hereinafter referred to as ‘ALUMINIUM’) (together referred to as the ‘Companies’) intend to proceed with the 
merger of the Companies through the absorption of DELTA and ALUMINIUM from MYTILINEOS (hereinafter 
referred to as the ‘transaction’) according to the decisions of the Boards of Directors’ meetings held on the 28th of 
March 2007.  The merger will take place according to the provisions of Articles 69-77 of L.2190/1920 in 
conjunction with the provisions of Articles 1-5 of L.2166/1993. The Balance Sheet Transformation date has been 
set at 31st of March 2007.  

The completion of the merger is dependent on obtaining the necessary approvals and permissions from the 
Companies’ General Meetings and the relevant authorities as stipulated by the Law.  

The Companies’ Boards of Directors have requested Alpha Bank (‘Alpha’), EFG Telesis Finance (‘EFGTF’) and 
NBG International Limited (‘NBGI’) to estimate the Companies’ equity values and indicate a range of fair values 
for each of the Companies as well as a range of fair exchange ratios of the shares of MYTILINEOS, ALUMINIUM 
and DELTA, in accordance with the engagement letters signed on 01/04/2007.  

In arriving at our opinion, we have among other things, reviewed: 

(i) publicly available information concerning the business of each of the Companies and of certain other 
companies engaged in businesses comparable to that of the relevant Company; 

(ii) the audited financial statements of the Companies for the fiscal year ended December 31, 2005 and 
2006 prepared in accordance with the International Financial Reporting Standards; 

(iii) the un-audited financial results of the Companies and financial analyses for the period ended March 31, 
2007; 

(iv) the final draft of the Merger Agreement  to be published 

(v) financial information and other data relating to the business and financial prospects of the Companies, 
including estimates and financial forecasts (dated June 18, 2007) prepared by the management of the 
Companies, that were provided to us by the Companies and are not publicly available, as confirmed by 
the representation letter (dated June 18, 2007) provided to us;  

(vi) research analysts reports on the Companies and their respective sectors.  
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In addition, we have held discussions with members of the management of the Companies about the past and 
current business operations of the Companies, the financial condition and future prospects and operations of the 
Companies. 

Our opinion on the fairness of the share exchange ratios was were based on the aforementioned data as well as 
on other additional information provided by the management of the Companies, which have assured us on the 
accuracy of such information.   

The valuations were made according to the following widely accepted principles and methodologies, and final 
conclusions were made after considering the appropriateness of each methodology.  

The Discounted Cash Flows method is based on the principle that the value of an investment / company is equal 
to the net present value of its future free cash flows, being the difference between the operating cash inflows 
(before interest) and the cash outflows related to the financing of the capex and working capital needs and tax 
payments, discounted at an appropriate discount rate reflecting the opportunity cost of money invested at similar-
risk projects. The specific method requires the calculation of the company’s free cash flows for an explicit time 
period in the future, the calculation of a terminal value being the company’s value in perpetuity, post the explicit 
time period, and the estimation of the discount rate of the free cash flows. It must be noted that this method 
estimates the enterprise value that then has to be reduced by the company’s net debt in order to estimate its 
equity value.   

The Multiples in Comparable Transactions method determines a company’s value based on comparable 
precedent transactions. Valuation multiples are estimated for each of the comparable transactions and the 
average and median of the multiples are calculated. These multiples are then applied to the company’s relevant 
historical financial figures in order to estimate a valuation range for the company. 

The Multiples of Comparable Companies method is based on the principle that the value of a company can be 
approximated by the value that fully informed and rationally behaving investors attribute to listed comparable 
companies. The method requires the selection of an appropriate sample of listed companies that are comparable 
to the company under consideration. For each of the comparable companies, depending on the case, the 
following multiples are calculated:  

 Enterprise value over Profits before interest, tax and depreciation (EV/EBITDA) 

 Price per share over Earnings per share after tax (P/E) 

 Enterprise value over Megawatt (EV/MW) 

Through the calculation of these multiples for each of the comparable companies, it is possible to estimate 
multiples indicating the value that investors attribute to comparable companies. These multiples are then applied 
to the company’s relevant projected financial figures in order to estimate a valuation range for the company. 

Based on the Discounted Cash Flows and Multiples in Comparable Transactions methods, ALUMINIUM’s range 
of values was estimated between Eur 532.4 million and Eur 588.5 million, or Eur 13.66 – 15.10 per share. The 
valuation results are briefly presented on the following table: 
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METHODOLOGY EQUITY VALUE 

(IN EUR MILLIONS) 

PRICE PER SHARE 

(IN EUR)  

Multiples in Comparable Transactions 530.4 -  595.5 13.61 – 14.77 

Discounted Cash Flows  532.4 – 558.5 13.66 – 15.10 

FAIR VALUE RANGE (as of March 27, 2007) 532.4  – 588.5 13.66  – 15.10 

 

Based on the Discounted Cash Flows and Multiples of Comparable Companies methods, DELTA’s range of 
values was estimated between Eur 82 million and Eur 90 million, or Eur 6.56 – 7.20 per share. The valuation 
results are briefly presented on the following table: 

 

METHODOLOGY EQUITY VALUE 

(IN EUR MILLIONS) 

PRICE PER SHARE 

(IN EUR) 

Multiples of Comparable Companies 82.4 – 94.6  6.60 – 7.57 

Discounted Cash Flows 75.04 – 83.7 6.00 – 6.70 

FAIR VALUE RANGE (as of March 27, 2007) 82.0  –90.0 6.56  – 7.20 

 

According to international practice, the valuation of holding companies, like MYTILINEOS, is based on the “sum-
of-the parts” methodology, where all participations are valued on a stand-alone basis (with the by-case 
application of the aforementioned valuation methodologies) and then the holding company’s value is estimated as 
the sum of these values based on its ownership percentage of each of the companies. This methodology allows 
us to assign different valuation multiples and discount rates to individual companies’ cash flows, taking into 
consideration the different business activities, the prospects, and the risks of each individual company. The value 
resulting from the “sum-of-the parts” methodology has been increased by the present value of the management 
fees received by MYTILINEOS from ALUMINIUM and METKA (also taken into account when calculating the 
value of these companies) and decreased by the net debt of the parent company (taking into account a) the 
acquisition cost of treasury stock and b) the capital gains arising from its valuation at prices prevailing at the date 
of valuation). It must be noted that in the calculation of bank debt we have not taken into account amounts related 
to the financing of the purchase of treasury stock, as this is viewed as a readily convertible to cash item. Further, 
the value was increased by an amount of c. Eur 3.8mn being the outstanding balance as at 27/03/2007 that 
MYTILINEOS is expected to receive as final instalment of the compensation from the Export Credit Insurance 
Organisation (ECIO).  Based on the above, MYTILINEOS’s range of fair values was estimated between Eur 
1,385.7 million and Eur 1,558.8 million, or Eur 34.20 – 38.47 per share, as shown in the following table: 
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COMPANIES EQUITY VALUE 

(IN EUR MILLIONS) 

GROUP’S HOLDING % 

27/03/2007 

PRICE PER SHARE 

(IN EUR) 

ALUMINIUM 532.4 – 588.5 52.14% 13.66 – 15.10 

ΜΕΤΚΑ S.A. 852.9 – 938.2 53.19% 16.42 – 18.06 

DELTA 82.0 – 90.0 63.05% 6.56 – 7.20 

Mytilineos Finance S.A. 74.0 – 90.0 99.99% n/a 

Thoriki AEBE 20.0 – 25.0 100.00% n/a 

Sometra S.A.  89.0 – 111.0 92.79% n/a 

Mytilineos S.A Renewable 
Sources of Energy 

121.9 – 134.8 100.00% n/a  

Mytilineos Power Generation & 
Supplies S.A.  

127.6 – 141.4 100.00% n/a 

ΕLBΟ S.A. 97.3 – 113.9 43.00% n/a 

Value of Participations 1,250,8 – 1,405.8   

 
Value of Participations 1,250.8 – 1,405.8 

Net debt (58.5) 

ECIO 3.8 

Management Fees 189.6 – 207.7 

Equity Value Mytilineos SA 1,385.7 – 1,558.8 

Price per share: 34.20 – 38.47 

We believe that the valuation methodologies used are appropriate for the purpose of determining the fairness of 
the Companies’ values and we have not encountered any significant difficulties in their application. The valuation 
exercise was based on the assumption that all Companies will continue their operations on a stand-alone basis. 
Therefore, we have not examined the potential positive or negative effects of the merger transaction, such as 
economies of scale, other synergies, merger-related costs, etc. Further, the valuation exercise has not taken into 
account the expected positive effects of the strategic alliance of MYTILINEOS with Endesa.  

Based on the analysis presented above, the range of share exchange ratios implied by the estimation of the 
range of fair values for each of the Companies is the following:   
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From 2.5035 to 2.5477 shares of ALUMINIUM over 1 new share of MYTILINEOS 

From 5.2132 to 5.3428 shares of DELTA over 1 new share of MYTILINEOS 

It must be noted that the results of our exercise do not purport to be an objective valuation of the equity values of 
each of the Companies, but rather an objective estimation of their relative values in the context of the proposed 
merger.   

According to the share exchange ratios recommended from the Companies’ Boards of Directors, ALUMINIUM’s 
shareholders will exchange 2.5291 old shares for each one (1) new share of MYTILINEOS or each one old share 
of ALUMINIUM will correspond to 0.39539749 shares of MYTILINEOS, and DELTA’s shareholders will exchange 
5.2963 old shares for each one (1) new share of MYTILINEOS or each one old share of DELTA will correspond to 
0.188807479 shares of MYTILINEOS. In our opinion, the above proposed share exchange ratios fall within the 
range of share exchange ratios implied by the Companies valuations and therefore the proposed exchange ratios 
are considered fair according to the provisions of Articles 69-77 of L.2190/1920 in conjunction with the provisions 
of Articles 1-5 of L.2166/1993 and the relevant provisions of Athex Regulation. 

 With respect to the financial analyses and forecasts provided to us, we have assumed with your consent, that 
they have been reasonably prepared based on assumptions reflecting the best currently available estimates and 
judgements by the management of the Companies as to the expected future financial results and condition of the 
Companies to which such analyses or forecasts relate. With your consent we have assumed that all financial, 
accounting, legal, tax and other information that was the subject of our discussions or reviewed by us is complete 
and accurate and we have relied upon, without independent verification, the accuracy and completeness of all 
such information in giving our opinion. In addition, we have assumed, with your consent, that the future financial 
results referred to above will be realised in the amounts and time periods contemplated thereby. Our views are 
necessarily based on economic, market, and other conditions as in effect on, and the information made available 
to us as with the representation letter dated June 18th 2007. It should be understood that subsequent 
developments may affect our views and that we do not have any obligation to update, revise, or reaffirm the views 
expressed in this letter. 

We accept no responsibility for any legal, regulatory, taxation or accounting matters related to the merger, to 
which we understand that the Companies have obtained such advice if it deemed necessary from qualified 
professionals. Our work does not include an evaluation of the Companies’ Boards of Directors decision to 
proceed with the merger and recommend its approval to the Companies’ shareholders. Furthermore, we do not 
express an opinion regarding the future values or share prices of the Companies at any point of time.  

Our opinion as expressed on this letter is provided for the benefit of the Companies’ Boards of Directors, in 
accordance with the requirements of Athex Regulation on merger transactions, and is addressed to the Boards of 
Directors of the Companies for the specific purpose. The shareholders of the merging companies, MYTILINEOS, 
DELTA and ALUMINIUM, are entitled to be informed on the content of the specific letter according to the 
provisions of Article 73 of Law 2190/1920. Otherwise, this letter may not be used or relied upon by any third party 
for any purpose whatsoever except with our prior written consent in each instance. Finally, it should be noted that 
this letter is valid as long as the merger is completed in accordance with the terms decided and announced by the 
Companies’ Boards of Directors.  

This document is a translation of the Greek version of the Opinion Letter and for legal 
purposes the Greek version should prevail under all circumstances. 
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