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1. The activity analysis of the Commercial Company "ROMPETROL WELL SERVICES"” S.A.

The drastic drop of the oil prices, in 2015 - 2016, caused a significant decrease of the market demand
for well services worldwide and strongly affected all Upstream Service Companies performance.

As a response to the deteriorating market fundamentals, the company has monitored all measures
to redirect operational capacities in accordance with the continuous changing structure of demand,
maintaining a competitive position in Romania and significantly reducing costs, while simultaneously
reducing investments.

While during 2016 the financial indicators of the operational activity were considerably lower to those
of last year, the implemented measures during current year have allowed the maintaining of a solid
financial position and obtaining a financial profit from efficient management of cash and working
capital.

The nonrecurring outstanding elements that have led to the recorded loss in 2016 are synthetically
presented below:

o Effect of incurring of substantial restructuring costs of about 1,264 thou lei;

o Effect of increase of provisions in order to sustain the prudent policy of presenting the
receivables. The analysis of the related transactions was done punctually, the additional value
of 984 thou lei being related to two contracts;

o Effect of impairment in amount of 1,961 thou lei.

Specification thou lei
Gross profit from operations 3,431
Depreciaton 6,970
Financial profit 1,927
Gross result (EBT) without the special nonrecurring elements (1,612)
Effect of nonrecurring elements (4,209)
Gross result (EBT ) (5,821)



1.1. a) The description of the commercial company main activity;

Benefiting of over 65 years of experience, ROMPETROL WELL SERVICES S.A. is a competitive, solid
and reliable partner, offering a wide range of services in the field of petroleum upstream industry.
Object of activity of the company consists of: provision of services for oil and gas wells, rental of oil
well tools and equipment and other services. The well services provided include cementing,
stimulation, consolidation and sand control services, testing, slick-line, tubular running operations
in oil and gas fields in Romania and abroad.

Annually, the company cements an average of 150 casing strings and liners, at depths between 500
m and 4,500 m, performs consolidation and sand control operations for oil and gas wells and
performs slick-line and tubular running services for strings and liners -for all clients from Romania.
For the optimization of the activities, the company also offers a rental service for its drilling tools.
The main activity of the company was actually affected by the global economic climate in the oil and
gas industry, the determining factor being the drastic decrease in crude oil prices.

b) The specification of the incorporation date of the commercial company;

The Company Rompetrol Well Services S.A. was incorporated in 1951 and during the 66 years of
activity, although it functioned under different structures and different denominations, the main
profile was the provision of special well services in Romania.

By the Government Decision no. 1213 from November 1990, according to the Law no. 15/1990, the
company was transformed into a joint stock company, under the denomination of S.C. PETROS S.A,,
under which it functioned until September 2001, when it changed the denomination in S.C.
ROMPETROL WELL SERVICES S.A.

c) The description of any significant merger or reorganization of the commercial
company, of its subsidiaries and controlled companies, during the financial year;
Not applicable.

d) The description of asset purchases and/or disposals;

The primary goal of the investment program for 2016 was the upgrade of the processes, the
improvement of the equipment performances and well services competitiveness. Among the
objectives, put into operation in 2016, amounting to 2,136 thou lei, is to be mentioned: batch mixing
semitrailer, acidizing truck equipment tank, stainless steel acid tank, water heating unit, drilling
tools and special devices.

The financing of all the mentioned objectives was made from own sources.

e) The description of the main results of the company activity assessment.

1.1.1. General assessment factors:

a) result;

Between 2002 -2014 the company reported yearly profit results, 2016 being characterized by
recording a loss worth of 5,820,561 lei.

b) turnover;

The turnover for the year 2016: 31,106,110 lei

The well services market in Romania was negatively impacted during 2016 by the significant
reduction of operational and investment plans of our customers, determined by the sharp decrease
of crude oil price. The delay in investment programs due to decrease of crude oil, lead to a dramatic
drop in drilling projects with direct consequences on well services, which is the main activity of the
Company.

c) export;
No reportable business results for 2016.

d) costs;
The evolution of costs for the period 2014 - 2016:
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Specification 2014 2015 2016
Operating expenses 80,060,525 80,642,424 | 38,784,313
from which:

Expenses with materials, merchandise,

consumables and utilities 19,609,159 10,970,829 7,784,683
Staff costs 25,918,725 21,205,208 15,763,596
Depreciation 9,436,852 7,831,801 6,970,205
Other operating expenses 25,095,789 40,634,586 8,265,829
Finance costs 991,107 1,560,437 398,708

e) % of the market held;
In Romania the company holds market shares varying from 15% to 55% for different types of well
services provided.

f) liguidity (cash account, etc).

The current liquidity indicator’s evolution (7.16 in 2014, 9.64 in 2015, respectively 9.10 in 2016)
supports the company cash flow management insuring the continuity of the commercial transactions
from own sources.

1.1.2. The assessment of the technical level of the commercial company
Description of the main services rendered
The main services performed by the company ROMPETROL WELL SERVICES are as follows:
¢ Operations performed with Cementing pump trucks such as:
casing cementing, secondary cementing, fracturing, sand-control, surface treatments, acidizing,
killing of wells, well circulations, milling works and fluid displacements, well interventions,
miscellaneous pumping.
¢ Operations with Bulk Trucks and Sand Blenders:
transportation and handling of powder materials, mixtures and blends, operations at the well site
¢ Operations with tank trucks:
fluids transportation and handling (mud, crude-oil, acid solutions and emulsions, formation water
etc.); operations at the well site (acidizing, fracturing, sand-control, cementing, pumping)
e Operations with liquid nitrogen:
Putting into production; nitrogen fracturing; foam acidizing; pressure tests of tubular material,
manifolds, BOPs, etc.
e Operations with Slick line units;
Casing and liner running operations;
Tool and equipment rental of handling and fishing tools;
On-site or laboratory cement testing;
Well and Drill stem testing operations

a) main markets for each product or service and distribution methods;

The company ROMPETROL WELL SERVICES maintained its position on the domestic market being
continuously interested in the improvement of the quality of the rendered services. Having
operational capacities spread all over the country, as well as qualified and well prepared labor force
in the field of oil and gas well services, ROMPETROL WELL SERVICES promptly provides the services
requested by its customers, regardless of the location within the territory.

On the external market, the company provided over the year 2016 well services in Bulgaria (prin
WEATHERFORD ATLAS GIP SRL).



b) share of each product or service category in the total incomes and turnover of the commercial
company for the last three years;

The share of each service category within the operating incomes, as well as within the turnover, for
the years 2014, 2015, 2016 is described in annex no 1-a, respectively 1-b.

c) new product envisaged to which a large volume of assets will be allocated during the next financial
year and products’ development stage.
The equipment modernization program was focused on updating the technologies for well stimulation
and cementing services, respectively on casing running services and acidizing.
The endowment of cementing pump trucks with new high pressure lines is in line with the current
industry safety requirements. Continue to develop and implement cost effective technologies for well
cementing and well stimulation to address the customers’ production cost issue, focusing on:

- CO2 Injection

- Well Matrix Stimulation with nanofluids/enzimes.

1.1.3. The assessment of the procurement activity (domestic and import)

Information about the security of supply and the prices of the raw materials and the size of the raw
material and other materials stocks.

The main types of materials necessary to perform the company’s activity are: spare parts for vehicles
and operational equipment, fuels and lubricants, tires and accumulators, as well as cement and
additives.

As beneficiary, our company concluded sale-purchase agreements for fuel, spare parts and other
materials suppliers, as follows: S.C. ROMPETROL DOWNSTREAM SRL, S.C. UPETROM S.A. PLOIESTI,
SICET SERVICES, S.C. CONFIND CAMPINA, ADASI MORAVA, AUBIN, S.C. GEOMET INDUSTRIAL SRL,
DYCKERKOFF AKTIENGESELLSCHAFT, S.C. MULTISUD PROD SRL, ELKEM AS MATERIALS, BEGA
MINERAL INDUSTRIAL S.A., ANGHELOIU TRANS S.R.L. as well as with service providers specialized
in equipment repairs and maintenance.

The suppliers are selected according to the company’s procedures and they are continuously
assessed in terms of reliability and stability.

The levels of the raw material and spare part stocks usually guarantees the continuity of activity for
10 days. The purchase prices are the market prices level.

1.1.4. The assessment of the selling activity
a) The description of the sales sequential evolution on the national and/or external market and the
medium and long term sales perspectives.

The revenues evolution is showed in the following table:

-lei
2014 2015 2016
Sales per activities; 88.034.179 49.975.025 31.106.110
= Revenues from services perfomed 86.884.769 49.917.461 31.024.397
= Revenues from sales of goods 1.149.410 57.564 81.714

Despite the increasingly competitive environment and the significant decline of activity in the oil and
gas upstream industry caused by the crude oil price decrease, the company succeeded to increase
its market share for most of the services provided in Romania while simultaneously raising the
complexity of services rendered.

Demand for most of our services depends substantially on the spending for exploration, development
and production of oil and natural gas reserves. Begun in the year 2014, the downtrend of the
activities of the industry in which we operate, continued in the course of 2016. As a result, most of
our clients have reduced or deferred oil exploration and production projects, which led to a reduction
in demand for our services adversely impacting revenues evolution.



The company’s main client on the national market is OMV PETROM S.A., the services provided to
this beneficiary in 2016 representing a percentage of about 50.5 % of the total services rendered
by the company.

Other domestic clients to whom the company renders its services are S.N.G.N. ROMGAZ S.A.,
representing a percentage of about 19.2%, the Drilling contractors — 13% and other operators in
the petroleum industry.

Over the year 2016, the company delivered also services on the internal market to independent
operators, such as: AMROMCO ENERGY SRL, WEATHERFORD ATLAS GIP SRL, PETROFAC SOLUTIONS
& FACILITIES SUPORT SRL, STRATUM ENERGY ROMANIA LLC, TACROM DRILLING SRL,
HALLIBURTON ENERGY SERVICES SRL, LOTUS PETROL SRL, etc.

The overseas activity, representing 0.2% of the company’s revenues in 2016, was developed in
Bulgaria (through WEATHERFORD ATLAS GIP SRL)

Client structure

omv-petrom [ 50.5%
Romgaz |G 19.2%
Drilling contractors || NN 13.0%
Stratum [ 6.3%
Weatherford [ 4.3%
Amromco [l 1.7%
Petrofac | 0.7%
Tacrom Drilling | 0.5%

Others Romania [l 3.8%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

b) The description of the competitors’ situation in the field of activity of the commercial company,
the market share of the products and services of the commercial company and its competitors;
Our company holds a share varying from 15% to 55% on the specific services market.

In the field of cementing and pumping services our competitors are: SCHLUMBERGER LOGELCO INC.
BUCURESTI BRANCH, HALLIBURTON ROMANIA, and SIRCOSS.

There are also competitors in the field of stimulation operations, such as WEATHERFORD ATLAS GIP
SRL, BAKER OIL TOOLS and TACROM SERVICES, and in the field of tools and equipment rental,
ODJFELL, TESCO, DOSCO PETROSERVICES S.R.L.

c) Description of any significant dependence of the commercial company on a single client or a group
of clients whose loss would have a negative impact on the company’s incomes.

Rompetrol Well Services depends very much on OMV - PETROM, client which represents 50.5% of
Company’s sales in 2016. To mitigate this reliance risk, the company aim to increase the proportion
of well services provided for other E&P players on the Romanian market and to expand activity on
external market.



1.1.5. The assessment of the aspects related to the employees/the personnel of the
commercial company

a) the specification of the number and the formation level of the company’s employees, as well as
the degree of syndication of the labour force;

The company conducted the training of its personnel, primarily through in-house tuition programs,
to ensure maximum benefit from operation of next-generation equipment recently put into
operation.

The structure of staff at December 31, 2016 was as follows:

TOTAL STAFF 168
from which:

- higher education 65

- secondary education 15

- qualified workers 88

- unqualified workers 0

The syndication level of the labour force is of 87,50%.

b) The description of the relations between manager and employees, as well as any conflict elements
which characterize these relations.

The relations between manager and employees are normal and cooperative, being based on
“Collective labor agreement” at company level, without any conflict elements which could
characterize these relations.

1.1.6. Business impact assessment on the environment.

Summary description of the impact of basic environmental issues and any existing or expected
litigation regarding breach of environmental protection legislation.

Activities carried out within the company, located in Ploiesti, as well as all branches and working
points in the country, aims to strictly enforce environmental legislation and thus avoids any disputes
that may occur on the violation of environmental laws.

Environmental issues that arise naturally, are kept constantly under control and Rompetrol Well
Services aims to improve the purposes of reducing the pollution by waste generated. Disposal (used
batteries, tires, scrap metal, used motor oil, household waste, waste consisting of plastic bags, etc..)
is done under contracts whith authorized companies.

We want to emphasize that the company aims to continuously improve environmental performance
in all its activities by adopting a proactive behavior on minimizing environmental impacts.

Also Rompetrol Well Services committed to multiple environmental objectives, among them:

- Inform suppliers, customers and society on our politics in environmental protection activities;

- Monitoring and reducing consumption of resources (water, gas, electricity, lubricants and fuels);
- Regular monitoring of the activity of loading and unloading bulk cement, and blending;

- Reuse of packaging used for liquid additives to reduce the amount of packaging placed on the
market;

- Reducing emissions released into the atmosphere by replacing special vehicles equipped with non-
euro engines with modern trucks equipped with Euro 6 engines;

- Training and awareness for all staff regarding: selective waste collection, reduction of specific
consumption and especially the responsibility of implementing environmental policy that the
company has declared and environmental objectives which it aims to achieve.

In July 2016 took place the surveillance audit of the Integrated Management System (environment,
quality, health and safety at work), accomplished by DNV GL Business Assurance, following which
confirmed that our society is on a upward trend in complying with the requirements specified in the
3 standards and received ISO 9001:2008, ISO 14001:2009 and OHSAS 18001:2007 certification,
valid until 26.09.2018.

According to Law no. 105/2006 and Emergency Ordinance no. 196/2005, concerning environmental
obligations to the Environmental Fund, and the Environment Fund Declaration the Rompetrol Well
Sevices SA, pay monthly fees for emissions of pollutants into the atmosphere from stationary sources
and an annual fee for packaging placed on the market.
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1.1.7. The assessment of the research-development activity

The specification of the expenses during the financial year, as well as of those anticipated for the
next financial year allocated to the research-development activity

Not applicable.

1.1.8. The assessment of the commercial company’s activity related to the risk
management

The description of the commercial society’s exposure concerning the price, credit, liquidity and cash
flow risk. The description of the policies and the objectives of the commercial company concerning
the risk management.

The assessment of the activity of the commercial company regarding the risk management
The company’s exposure to:

- the price risk: S.C.ROMPETROL WELL SERVICES S.A. Ploiesti has a flexible price policy, allowing
it to react and adapt to any variations of prices that could affect the market;

= credit risk: The company had no need to apply for bank loans, but could not completely eliminate
the impact of trade credit. It has approached the clients’ crediting in a procedural manner, flexible
due to the contracting strategy established as an essential mechanism of risk distribution. The
current economic environment in the oil industry in becoming a threat to all participants on the
market. The company’s management is permanently monitoring the receivables and their collection;
- the interest rate risk

Loans received: the company is not being involved in any loan contract and therefore not exposed
to risks regarding the movement of the interest rate. Loan granted: for the loans granted , the
income from interest varies, depending on ROBOR 3M movement;

- the liquidity risk: it was estimated as low until now since the company managed to maintain a
steady balance between the maturity of receivables generated by sales and chargeability of the
debts for operational and investment activity. In exchange, the financial crisis is still a menace for
the next period on the market segment where the company operates;

- the cash-flow risk: remains difficult to be characterized due to the menaces of the crisis effects on
the global credit market;

- the exchange rate risk: the incomes obtained by the company are reported mainly in RON and
EURO. The variation of the rate of exchange cannot generate significant patrimonial effects.

1.1.9. Perspective elements concerning the activity of the commercial company

a) The description and analysis of the trends, elements, events or uncertainty factors which affect
or could affect the liquidity of the commercial company by comparison to the same period of the
previous year.

The commitments towards suppliers were progressively paid. The recorded arrears don’t present the
risk of significant penalties and the company is not involved in any dispute for the payment of such
depths. The company insured the permanent operability in the execution of its contracts all around
the country.

Prospects for expansion of service activities on foreign markets determine rational and operative
decisions regarding the prudent engagement of liquidities at the conclusion of new contracts.

The loss reported for 2016 did not cause disruptions of cash flows, being compensated by the
efficiency of the existing liquidity management.

2017 Key Objectives

» Maintain or increase market share in Romania for the main well services in the range, focusing
on:
- Cementing Services - maintain market share over 60%
- Well Stimulation Services - increase market share to over 30%;
» Services Diversification: Continue to develop and implement cost effective technologies for well
cementing and well stimulation to address the customers’ production cost issue, focusing on:
- CO2 Injection
- Well Matrix Stimulation with nanofluids/enzimes;
» Capacity Utilization: Increase average utilization ratio of the Pumping Equipment from 36% in
2016 to over 50% in 2017;
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» Operational Efficiency: Continue the optimization of operating costs, primarily by:
- Increase the subcontracting of logistic services
- Develop alternative cost effective solution for cementing and stimulation additives

b) The presentation and the analysis of the effect of the current or anticipated capital expenses on
the financial situation of the commercial company by comparison to the same period of the previous
year.

The company operated by using his own financing sources, without contracting any credits from
banking institutions or any other individuals or entities.

In regard to debts category, there are no arrears such as interest or any other credits contracted
from banking institutions.

c) The presentation and the analysis of the events, economic changes transactions changes
significantly affecting the incomes generated by the main activity.

Revenues from the company's operational activity were significantly affected by the global economic
climate in the oil and gas industry, the determining factor being the drastic decrease in crude oil
prices. The effects of the oil price decline - the postponement of major projects for exploration and
production of hydrocarbons, conventional or unconventional, investment cut, the severe diminishing
in demand for well services — were fully felt in the markets where the company is active. The collapse
of the oil barrel price has generated domino effects, the main petroleum operators significantly
reducing operational and investment budgets.

2. The company’s tangible assets

2.1. The specification of the location and of the characteristics of the main production
capacities owned by the company.

The patrimonial assets of tangible fixed assets nature allow a flexible organization in the territory in
order to fulfill the orders placed by the beneficiaries.

The services provision is identified at the customers’ location, not at the company’s organizational
perimeter, the use of the operational capacities depending upon the orders received from the
beneficiaries.

The location of lands and buildings on the geographical area is located in the following areas: Ploiesti
(Prahova County), Campina (Prahova County), Boldesti - Scaieni (Prahova County), Razvad
(Dambovita County), Leordeni (Arges County), Mihdesti - Stuparei (Valcea County), Potcoava (Olt
County), Craiova (Dolj County), Tg. Carbunesti (Gorj County), Slobozia - Conachi (Galati county),
Ianca (Braila County), Timisoara (Timis County), Tg. Mures (Mures County), Medias (Sibiu County),
Moinesti (Bacau County), Tecuci (Galati County), Videle (Teleorman County).

The main operational facilities are represented by the fixed assets, such as: cementing units, bulk
trucks, blenders, tank trucks, cement laboratory equipment and other types of utility vehicles and
drilling tools.

2.2. The description and analysis of the wear degree of the company property.

Working outdoors, travelling on difficult access roads and the evolution of the purchase price of
equipment justifies a significant degree of wear compensated by the investments in recent years.
The specific equipment fleet requires high maintenance costs resulting from imperative normative
documents specific to the European integration and the environmental protection issues: ADR
transport licenses, vignettes, tachographs, environmental taxes, first registration fees, local taxes,
etc.

2.3 The specification of the potential problems related to the ownership of the tangible
assets of the company.

For all the patrimonial assets the company recognizes right of ownership, according to current
regulations and documents held.



3. The market of the transferable securities issued by the "ROMPETROL WELL SERVICES"
S.A. company

3.1. The specification of markets in Romania and other countries where there are
negotiated transferable securities issued by the company.

The transferable securities issued by SC Rompetrol Well Services S.A. are admitted to the Bucharest
Stock Exchange by decision No. 133 / 26.03.1998 and are traded on this market category STANDARD
in the securities sector issued by romanian legal entities, starting with 18.06.1998, under the symbol
PTR.

The transferable securities issued by the company are Class A - nominative shares.

The registered capital on 31.12.2016 is of 27,819,090 RON equivalent to 278,190,900 shares with
a nominal value of 0.10 RON / share and is distributed to holders as follows:

1. KMG INTERNATIONAL N.V. Olanda 20,311,015 lei (73.0111 %)
2. KJK FUND II SICAV-SIF Luxembourg 2,970,995 lei (10.6797 %)
3. Other shareholders (2864 shareholders) 4,537,080 lei (16.3092 %)

Shareholders' Structure as of 31.12.2016:

2864
shareholders-
below 3%
each; 16.31%

KJK Fund II
SICAV-SIF
(Lux),
10.68%
KMG
International
NV (NL),
73.01%

3.2. The description of the company policy regarding the dividends. The specification of
the dividends due/paid/accrued in the last 3 years and, if appropriate, of the reasons for
any decrease in dividends over the last 3 years.

For 2014, the A.G.O.A. of 28.04.2015 approved the distribution of the net profit amounted to
8,856,745 lei towards the following destinations:

e 5,563,818 lei for dividends;

e 3,292,927 lei - other reserves.

The gross dividend per share for 2014 was of 0.02 lei for the shareholders registered in the Register
of Shareholders on 01.09.2015 (date of registration).

For 2015, the A.G.0.A. of 28.04.2016 approved the financial statements afferent.
The net result for the financial year 2015 is a loss amounting to 29,622,639 lei.

For 2016, the A.G.O.A. from 27(28).04.2017 will analyze and will approve the financial statements
afferent.

Thus in 2016 were achieved total revenues amounting to 33,464,751 lei, total expenses amounting
to 39,285,312 lei, resulting a loss of 5,820,561 lei.
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By 31 December 2016 was paid:
e 95 % of the gross dividend approved for the year 2013;
¢ 94.10 % of the gross dividend approved for 2014.

3.3. The description of any activities of the company to purchase own shares.
The Company has not conducted activities to purchase own shares.

3.4. If the company has subsidiaries, stating the number and the nominal value of shares
issued by the parent company and held by subsidiaries.
Not applicable.

3.5. If the company issued bonds and/or other debt securities, the presentation of the
way the company paid its obligations to holders of such transferable securities.
Not applicable.

4. The management of the ROMPETROL WELL SERVICES S.A. company

4.1. Presentation of the company’s administrators and the following information for

each administrator:

a) CV (family name, first name, age, skills, professional expertise, position and length of
employment);

e Yerzhan Orynbassarov - Kazakh citizen, born in 1969;

President of the Board in the period 01.01.2016- 31.12.2016.

The mandate of administrator started on 01.05.2015 and ends on 28.04.2014.

He is economist, graduate of the Faculty of Mathematics of Lomonosov Moscow University and of
the Faculty of Economics Al Farabi KazGu - class of 1993, graduate of a Masters in Petroleum
Business - Eurasian Market Institute, Economic Management Academy (1996-1998), of an MBA from
Essec & Mannheim Business School (France-Germany) (2011-2013) and a program ENI- Petroleum
Industry Training Center (2002-2003).

He has a strong professional experience in finance and strategic development in the oil and gas
industry, occupying management positions in companies such as Kazakhoil NOC, Kazakhoil-Emba
0JSC, Caspian Pipeline Consortium-K CJSC, KazTransQil JSC, KazMunayGas Trading House JSC, The
Rompetrol Group, JSC ,,KazMunaiGaz - refining and marketing, KMG Rompetrol.

e Bauyrzhan Nugumanov - Kazakh citizen, born in 1984;

Member of the Board for the period 01.01.2016 - 31.12.2016;

Duration of the mandate: 4 years starting with 28.04.2014;

He is economist, graduate of the Faculty of Finance and Credit of the University of Economics in
Almaty, Kazakhstan-class of 2006, and a Master in Finance at the London Guildhall University-UK.
He has a solid professional experience in financial analysis, attracting investments and long-term
financial investments, working in various companies such as JSC KazAgroFinance Astana, JSC NC
KazMunayGas Astana, JSC NC KazMunayGas RM Astana, LLC ATC KAZ Almaty.

e Adrian-Ion Stanescu, romanian citizen, born in 1953;

Member the Board of Directors for the period 01.01.2016-31.12.2016;

Duration of the last mandate: 4 years starting with 28.04.2014;

He is engineer, graduate of the Faculty of Mechanics - majoring in Machine Manufacturing
Technology, Iasi - class of 1977, and of other specialized courses in the field of cementing operations
technology, management and marketing.

He has a strong professional experience in the oil and gas industry, in various domains of this
industry: the manufacture of oilfield equipment, in the technology of special operations, in the
implementation of modern management practices and qualitative management of resources, in the
opening of new markets and increasing the sales volume on domestic and foreign markets, holding
management positions at UPETROM Ploiesti (1987-1999), ROMPETROL SA (1999-2001),
ROMPETROL WELL SERVICES - General Manager for the periods: 01.07.2011-13.05.2013;
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01.07.2015-present, and Deputy General Manager for the periods: 01.05.2003-30.06.2011;
14.05.2013 - 30.06.2015.

e Vadim Poletaev - russian citizen, born in 1964;

Member the Board of Directors for the period 01.01.2016-31.12.2016;

The mandate of administrator started on 01.07.2015 and ends on 28.04.2018.

He is lawyer, graduate of the Master of Law and of the Faculty of Law - University of the People's

Friendship in Moscow, Russia 1985-1991.

Professional Background:

- Consulting public and private companies (organizations), government agencies and individuals
in Russia and abroad.

- Development and drafting of corporate schemes, legal analysis of the transactions, projects.

- Clients' rights protection in general jurisdiction courts at all levels, arbitration (in Russia and
abroad).

- Drafting, negotiation and legal support in execution of contracts, agreements, statutory and
other legal documents.

- Experience as a head of legal department of commercial companies, in the working teams for a
number of projects (commercial, legislative, etc.), as a managing partner at consulting
companies.

- Professional experience in the following countries: Russia, India, Pakistan, Iran, Switzerland,
Denmark, United Arab Emirates.

e Aizhan Dykanbayeva - Kazakh citizen, born in 1978.

Member of the Board of Directors during the period: 01.01.2016-31.12.2016;

The duration of this mandat: 4 years starting with 28.04.2014;

She graduated of the Faculty of International Relations at the State University Almaty, Kazakhstan
- class of 2000, a Master "Arts in International Relations" and "International Finance and Energy,
Environment, Science and Technology" at the School of Advanced International Studies of the "Johns
Hopkins University, USA" in 2002 and INSEAD MBA Class in France / Singapore in 2008.

She has a significant professional experience in tax consulting, auditing oil and gas industry,
economic analysis, budgeting, business planning, taxation, investment project analysis, corporate
finance.

She worked in various companies such as: PriceWaterhouseCoopers, Planning Institute of
Management and Economics Kazakhstan (lector), Financial consulting company in Central Asia
Kazakhstan (corporate finance director), Trade House KazMunayGas Kazakhstan (Head department
of economic analysis and budget), The Rompetrol Group NV (Deputy Director Finance), The
Netherlands NV KazMunayGas (CFO).

b) any agreement, understanding or family relationship between the respective administrator and
another person due to which that person was appointed administrator;

We are not aware of any agreement, understanding or family relationship between the managers of
the company and another person due to which they were appointed administrators;

c) the participation of the administrator to the company's capital;

According to the Register of Shareholders, consolidated on 31.12.2016, issued by the Central
Depository, none of the directors participates to the company's share capital.

d) the list of persons affiliated to the company.

None of the members of the Administrative Board of the Company is an affiliated person to SC
ROMPETROL WELL SERVICES S.A. under the Regulation CNVM No. 1/2006.

4.2, Submission of the list of the company’s executive management members. For each
member the following information shall be included:

During 2016, the directors whom the company management was delegated were:
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Ilt:)m Position designation Surname and first name Period
1. | GENERAL MANAGER Eng. STANESCU ADRIAN-ION 01.01.2016-31.12.2016
2. | FINANCE DIRECTOR Ec. MANOLE VASILE GABRIEL 01.01.2016-11.04.2016
3. | FINANCE DIRECTOR Ec. DUMITRU VALERICA 12.04.2016-31.12.2016
3. | PRODUCTION DIRECTOR Eng. DUMITRU GHEORGHE 01.01.2016-31.12.2016

b) any agreement, understanding or family relationship between the respective person and another
person due to which that person was appointed member of the executive management;

There is no agreement, understanding or family relationship between the occupants of the positions
mentioned above due to which the occupants of the positions were appointed as members of the
executive management.

c) the respective person's participation to the company’s capital.

According to the Company’s register of shareholders, consolidated on 31.12.2016, issued by the
Central Depository, no member of the executive management participates to the capital of the
company.

4.3. For all the persons presented in 4.1. and 4.2. the specification of any litigation or
administrative proceedings in which they were involved, in the last five years, regarding
their work for the issuer, as well as those concerning the respective person's ability to
perform duties for the issuer.

None of the managers of the company was involved in the last five years in any litigation or
administrative proceedings.

5. Annual accounts

The presentation of an analysis of the current economic and financial situation compared to the last
three years, including at least:

a) balance sheet elements: assets representing at least 10% of the total assets, cash and other
liquidities; reinvested profits, total current assets, total current liabilities;

Starting the year ended 31 December 2012, the statutory financial statements of the Company were
prepared in accordance with the provisions of Order of the Minister of Public Finance no. 1286/2012
for approving the accounting regulations compliant with the International Financial Reporting

Standards applicable to companies whose securities are admitted to trading on a regulated market,
with all subsequent modifications and clarifications, the latter being Order of the Minister of Public
Finance no. 2844/2016.

For the purposes of the preparation of actual financial statements, in accordance to Romanian

legislative requirements, the functional currency of the Company is deemed to be the Romanian Leu
(RON).

Synthesis of patrimonial elements according Statement of the financial position:
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- lei

Specificatie 2014 2015 2016
Total Assets, 177,484,837 136,263,539 131,677,843
of which:
Fixed assets 84,038,637 48,882,077 37,527,339
Current assets 93,446,200 87,381,462 94,150,504
Total Equity and liabilities, 177,484,837 136,263,539 131,677,843
of which:
Social Capital 28,557,446 28,557,446 28,557,446
of which:
Share capital subscribed paid 27,819,090 27,819,090 27,819,090
Legal reserves 5,563,818 5,563,818 5,563,818
Other to equity 118,340,648 121,633,575 92,010,934
Current income not distributed 8,856,745 (29,622,639) (5,820,561)
Current liabilities 13,055,736 9,066,368 10,348,723
Long-term liabilities 3,110,444 1,064,971 1,017,483
b) profit and loss account
Summary of items of income and expense:
-lei
Specification 2014 2015 2016
Total revenues, of which: 91,452,760 53,381,381 33,464,751
Operating income 88,525,114 50,100,887 31,139,065
Financial income 2,927,646 3,280,494 2,325,686
Total expenses 81,051,632 82,202,861 39,183,022
Operating expenses, of which: 80,060,525 80,642,424 38,784,314
- material costs 18,489,946 10,440,518 7,315,658
- power, water, gas expenses 628,939 489,847 420,929
- staff costs 25,918,725 21,205,208 15,763,596
- depreciation 9,436,852 7,831,801 6,970,205
- merchandise expenses 490,274 40,464 48,095
- other operating expenses 25,095,789 40,634,586 8,265,831
Financial expenses 991,107 1,560,437 398,708
Gross result - profit 10,401,127
- loss 28,821,480 5,718,271
Income tax current and deferred 1,544,383 801,159 102,290
Net result - profit 8,856,745
- loss 29,622,639 5,820,561

Starting with the previous year, the company implemented a restructuring programme, which lead
to the reduction of operational costs by putting into conservation some equipment and by staff
restructuring - in stages, replace human guards with monitored guard, renegotiation of purchase
prices of goods and services and the strict monitoring of specific consumptions on line of business
and on cost centers.

Also cost reduction programmes included the temporary reduction in the working week . During the
reporting period the number of personnel decreased from 260 employees to 168 employees, without
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generating a proportional and immediate reduction of labor costs under the influence of
compensations packages granted to employees on dismissal.
The impact of the global economic environment and the decline in the oil industry, especially, were

established additional security measures to analize and adjust the impairment of fixed assets.

Summary of actual budget indicators:

s ificati Achievements VBN P
pecitication -previous year Buc_lg_et Achievements
Provisions
Total revenues, 53,381,381 62,317,400 33,464,751
of which:
Operating income 50,100,887 60,314,000 31,139,065
Financial income 3,280,494 2,003,400 2,325,686
Total expenses 82,202,861 53,545,100 39,183,022
of which:

Operating expenses 80,642,424 53,545,100 38,784,314
Financial expenses 1,560,437 - 398,708
Gross result:

Profit 8,772,300

Loss 28,821,480 5,718,271
Income tax current and deferred 801,159 1,403,600 102,290
Net result:

Profit 7,368,700

Loss 29,622,639 5,820,561

Economic and financial indicators from operations, achieved in 2016, below the budgeted level and
below the values realized on the same period last year emphasizes the direct effects of an
unfavorable economic environment characterized by prolonged decline of global oil prices, while the
positive effect of financial result was maintained comparable level to last year.

Specification Measuring unit WL WCED LD
2014 2015 2016
Average number of staff Persons 333 283 183
Labour productivity annual average RON/ person 258,850 173,752 165,007
Equipment fleet Number of trucks 106 94 90

c) cash flow: all the changes in the cash level within the primary activity, the investments and
financial activities, in the cash level at the beginning and end of the period.

Statement Cash Flows
Synthesis-indirect method
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-lei

Specification 2014 2015 2016
0 1 2 3

Net result before tax 10,401,128 (28,821,480) (5,718,271)
Operating profit before changes in
working capital 25,165,769 3,532,203 560,931
Net cash from operating activities 2,198,087 3,605,197 (1,026,037)
Net cash from investment activities (3,525,259) 176,254 936,979
Net cash from financing activities (9,900,758) (5,262,127) (45,473)
Net variation of cash and cash
equivalents (11,227,930) (1,480,676) (134,531)
Cash and cash equivalents at the
beginning of the fiscal year 20,390,284 9,162,354 7,681,678
Cash and cash equivalents at the end
of the fiscal year 9,162,354 7,681,678 7,547,147

The execution of contracts with customers and strategic suppliers was managed in conditions of
financial balance, and ensuring availability of cash for all full and timely payment of the wages and

fiscal debt during the year 2016.

All investment projects were financed from own sources.
In addition to the cash balance at the end of the financial year, the company can freely use the cash
from the main account of the cash - pooling system, in the amount of 31,092,094 lei at December

31st, 2016.
Specification 2014 2015 2016
1. Liquidity indicators
Current liquidity indicator 7.16 9.64 9.10
Immediate liquidity indicator 6.77 9.18 8.82
2. Activity indicators
Turnover speed of debits - clients (days) 273.21 193.87 233.02
Turnover speed of fixed assets 1.04 1.02 0.83
4. Indicators on earnings per share
Earnings per share 0.03 (0.11) (0.02)
The ratio of market price action and earnings per share 16.56 (3.95) (14.56)

The indicators presented above reflect the preservation of financial independence, even in the

current low rate of debt collection.

6. Corporate Governance

S.C. ROMPETROL WELL SERVICES S.A. is a company listed on the Bucharest Stock Exchange -
category II shares under the symbol << PTR >>, dated 18.06.1998, according to the Stock
Exchange’s Admission Committee decision no. 133/26 March 1998.
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The Company is subject to the current legislation applicable to companies and to capital market:
Law no. 31/1990 Commercial Company Law - including subsequent amendments, Law no. 82/1991
the Accounting Law - including subsequent amendments, Law no. 297/2004 on the capital market
- including subsequent amendments, the National Securities Commission (CNVM) Regulation No.
1/2006 on issuers of securities and operations with securities - including subsequent amendments.

The company’s administration has voluntarily adopted, self-imposed, part of the Code of Corporate
Governance of Bucharest Stock Exchange (CGC-BSE).

The Bucharest Stock Exchange Code of Corporate Governance is a set of principles and
recommendations for companies whose shares are admitted to trading on its regulated market that
aims at building an internationally attractive capital market in Romania, based on best practices,
transparency and trust. The Code encourages companies to build a strong relationship with their
shareholders and other stakeholders, communicate effectively and transparently and show openness
towards all potential investors.

New Code launched in September 2015 replaced the original code that was issued in 2001 and
revised in 2008.

The change to the new Code was desirable in order to take into account the changing legal
environment in Romania and Europe, and the new aspirations of the society and stakeholders about
the responsibilities and conduct of companies.

The aim of the Bucharest Stock Exchange Code of Corporate Governance is to improve confidence
in listed companies by promoting positive development of corporate governance in these companies.

A good corporate governance is a powerful tool to enhance the competitiveness of the market.

At the center of this Code are access to information for investors and protection of shareholders’
rights. Each listed company should aim at fulfilling all provisions of the Code. The role of good
governance is to facilitate good, effective, entrepreneurial management that can deliver the long-
term success of the company.

Status of compliance of the company with the new BSE Code of Corporate Governance is presented
in Annex no. 2

In accordance with the articles of incorporation, S.C. Rompetrol Well Services S.A. is
administrated in unitary system, where the administrative powers fall on an administration
board, consisting of five members, elected by the ordinary general meeting of shareholders, with a
4 years mandate.

The Administration Board has full powers in making any administrative and management decisions,
other than those which the law expressly confers to the General Shareholders’ Meeting.

By exception, the Administration Board will exercise the powers of the General Shareholders’
Meeting, powers provided in article 113, letter b, c and f of Law 31/1990, republished.

The Administration Board’s decisions shall be valid if taken with the vote of the majority of present
members. In case of equal votes, the president has the casting vote.

During 2016, the Administration Board’s composition was as follows:

e Yerzhan ORYNBASSAROV - President of the Board for the period 01.01.2016 - 31.12.2016;
e Bauyrzhan NUGUMANQOV - Member for the period 01.01.2016 - 31.12.2016;
e Adrian - Ion STANESCU - Member for the period 01.01.2016 - 31.12.2016;
e Vadim POLETAEV - Member for the period 01.01.2016 - 31.12.2016;
e Aizhan DYKANBAYEVA - Member for the period 01.01.2016 - 31.12.2016.

6.1. Information about members of the Board of Directors
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o Yerzhan ORYNBASSAROV - Kazakh citizen, born in 1969;

Member of the Board for the period 01.05.2015 - 30.06.2015;

President of the Board starting with 01.07.2015;

The mandate of administrator started on 01.05.2015 and ends on 28.04.2018.

Non-executive member of the Board.

Education, professional qualifications, responsibilities

He is graduate of the Lomonosov State University from Moscow, holding the Excellence Diploma in
Mathematical Studies, graduate also of Eurasia Market Institute within the Economic Management
Academz, obtaining a Diploma of Excellence as an Economist and with a Masters in Petroleum
Business. He also has a master's degree in business administration from the Essec & Mannheim
Business School (France-Germany).

He has a strong professional experience in finance and strategic development in the oil and gas
industry, working for over 19 years in companies such as KazMunayGas, Kazakhoil-Emba OJSC or
Kazakhoil NOC.

He holds top management positions such as deputy general director for finance and economy under
the Trading House KazMunayGas and First Vice-President for Economics and Finance from the
Kazakhoil-Emba. Also, between 2010 and 2012, Mr. Orynbassarov occupied the position of Senior
Vice President of KMG International, coordinating all group’s business Units.

Within the group KazMunayGaz International, Mr. Orynbassarov currently occupies the position of
Vice President Corporate Services.

e Bauyrzhan NUGUMANOV - kazakh citizen, born in 1984;

President of the Board of Directors for the period 28.04.2014 - 30.06.2015;

Member of the Board of Directors starting with 01.07.2015;

Duration of the mandate: 4 years starting with 28.04.2014;

Non-executive member of the Board.

Education, professional qualifications, responsibilities

He is economist, graduate of the Faculty of Finance and Credit of the University of Economics in
Almaty, Kazakhstan-class of 2006, and a Master in Finance at the London Guildhall University-UK.
Mr. Bauyrzhan Nugumanov has joined Rompetrol Group in April 2009.

He has a solid professional experience in financial analysis, attracting investments and long-term
financial investments, working in various companies such as KazAgroFinance JSC Astana, JSC NC
KazMunayGas Astana, JSC NC KazMunayGas RM Astana, LLC ATC KAZ Almaty.

In the KazMunayGaz International (Rompetrol Group), Mr. Nugumanov currently occupies the
position of Chief Retail Officer.

e Adrian-Ion STANESCU, romanian citizen, born in 1953;

Member the Board of Directors for the period 23.11.2002-11.08.2003, 10.05.2013- to the
present;

President of the Board for the period 09.03.2006 - 9.05.2013;

Duration of the last mandate: 4 years starting with 28.04.2014;

Executive member of the Board.

Education, professional qualifications, responsibilities

He is engineer, graduate of the Faculty of Mechanics - majoring in Machine Manufacturing
Technology, Iasi - class of 1977, and of other specialized courses in the field of cementing operations
technology, management and marketing.

He has a solid professional experience in the oil and gas industry, in various domains of this industry:
the manufacture of oilfield equipment, in the technology of special operations, in the implementation
of modern management practices and qualitative management of resources, in the opening of new
markets and increasing the sales volume on domestic and foreign markets, holding management
positions at UPETROM Ploiesti (1987-1999), ROMPETROL SA (1999-2001), ROMPETROL WELL
SERVICES - General Manager for the periods: 01.07.2011-13.05.2013; 01.07.2015-present, and
Deputy General Manager for the periods: 01.05.2003-30.06.2011; 14.05.2013 - 30.06.2015.

e Vadim POLETAEYV - russian citizen, born in 1964;

Member the Board of Directors starting with 01.07.2015;

The mandate of administrator started on 01.07.2015 and ends on 28.04.2018.
Non-executive member of the Board.
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Education, professional qualifications, responsibilities

He is lawyer, graduate of the Master of Law and of the Faculty of Law - University of the People's
Friendship in Moscow, Russia 1985-1991

Professional Background:

- Consulting public and private companies (organizations), government agencies and
individuals in Russia and abroad.

- Development and drafting of corporate schemes, legal analysis of the transactions,
projects, schemes.

- Clients' rights protection in general jurisdiction courts at all levels, arbitration (in Russia
and abroad).

- Drafting, negotiation and legal support in execution of contracts, agreements, statutory
and other legal documents.

- Experience as a head of legal department of commercial companies, in the working teams
for a number of projects (commercial, legislative, etc.), as a managing partner at
consulting companies.

- Professional experience in the following countries: Russia, India, Pakistan, Iran,
Switzerland, Denmark, United Arab Emirates.

In the KazMunayGaz International (Rompetrol Group), Mr. Poletaev currently occupies the position
of Advisor to Group Chief Executive Officer.

e Aizhan DYKANBAYEVA - Kazakh citizen, born in 1978.

Member of the Board of Directors Board starting with 28.04.2014;

The duration of this mandat: 4 years starting with 28.04.2014;

Non-executive member of the Board.

Education, professional qualifications, responsibilities

She graduated of the Faculty of International Relations at the State University Almaty, Kazakhstan
- class of 2000, a Master "Arts in International Relations" and "International Finance and Energy,
Environment, Science and Technology" at the School of Advanced International Studies of the "Johns
Hopkins University, USA" in 2002 and INSEAD MBA Class in France / Singapore in 2008.

Mrs. Aizhan Dykanbayeva has joined Rompetrol Group in April 2009.

She has professional experience in tax consulting, auditing oil and gas industry, economic analysis,
budgeting, business planning, taxation, investment project analysis, corporate finance.

She worked in various companies such as: PriceWaterhouseCoopers, Planning Institute of
Management and Economics Kazakhstan (lector), financial consulting company in Central Asia
Kazakhstan (corporate finance director), Trade House KazMunayGas Kazakhstan (Head department
of economic analysis and budget), The Rompetrol Group NV (Deputy Director Finance), The
Netherlands NV KazMunayGas (CFO).

In the KazMunayGaz International (Rompetrol Group), Mrs. Dykanbayeva currently occupies the
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