ROMPETROL RAFINARE S.A. phene + (40) 241 30 6000

215 Novodor! Bivd + (40} 241 S0 61 50

t l KazMunoyGas Admintstrative Pavilion, o, + (40) 241 50 69 30

rO mp e rO Group Navodar, Censtania County otfice rafnore@ompatol.com
ROMANIA www.rompetrolrafinere.o

www,rompetolcom

Report of the Board of Directors
of Rompetrol Rafinare SA (the “Company”)

REGARDING THE PATRIMONIAL SITUATION OF ROMPETROL
RAFINARE S.A.

ACCORDING TO ART. 153~24 OF COMPANY LAW NO. 31/1990

Registered office: 215 Navodari Blvd., Administrative
Pavilion, Navodari, Constanta
County

Telephone/Fax No.: +(40) 241 506100

+(40) 241 506930
Sole registration code with the Trade Registry

Office attached to the Constanta Tribunal: 1860712

Trade Registry number: J13/534/1991

1 Trode Regishy No J 13/534/1991 IBAN RO228ACX0000000030500310
Fiscal Identificolion No RO1880712 UniCrecit Tuloe Bank - Constonta



ROMPETROL RARNARE S.A.

v A
rompetrol |co= e o
Member ROMANIA

TABLE OF CONTENTS

I. HISTORY

II. SHARE CAPITAL STRUCTURE

III. 2011-2015 OPERATIONAL ACHIEVEMENTS

IV. 2011-2015 BUSINESS ENVIRONMENT

V. 2011-2015 COMPANY’'S FINANCIAL SITUATION
VI. LEGISLATIVE CONTEXT OF THE REPORT

phone + (&) 241 506000

+ {£0) 241 50 &1 50

fox + (40) 241 5069 30

office ainare@ampehol.com
www.rompatrol-rofincra.ro
www,rompetrol.com

11
16
21

VII. ANALYSIS OF THE CURRENT SITUATION OF THE PATRIMONY OF

ROMPETROL RAFINARE S.A.

22

VIII. CONCLUSIONS OF THE REPORT REGARDING THE SITUATION OF THE

COMPANY'S PATRIMONY

r Trode Reglsiry No J 134534715991
Fiseal identificotion No RO180712

224

1BAN: ROZ28ACADO00000030500310
UniCradt Tilac Bank - Constonta



ROMPETROL RAFINARE § A, phone « {20} 241 504000

215 Novodarl Blv, + (40) 20 5061 50

@ rom et rOI KaMungyCras Adminishative Paviton, fax + (40) 241 5049 30
p Group Navodar, Constonta County office ratnare@romparol.com

Member ROMANIA vww. rompetrol-rafinare o

www.rompalol com

I.HISTORY

Rompetrol Rafinare S.A., a company member of the KMG International Group, operates the
Petromidia refinery {including the petrochemical sector) localized in Navodarl, Constanta
County, and the Vega refinery in Plolesti, Prahova County.

The Petrochemical Complex from Midia Navodari (the first name of ROMPETROL RAFINARE
S.A.) was part of the big crude oll processing centers which appeared In the post-1975
perlod, through Decree no. 363/October 11, 1977 of the State Council of the Soclalist
Republic of Romania.

The Midia Petrochemical Complex was designed in the 1975 - 1977 perlod based on the
Romanian high-performance refining technologies and based on certain foreign licenses:
UOP, Mitsui, Snam Progetti, Heat Research.

The 1991 year meant for the Midia Petrochemical Plant the transformation Into a joint-
stock company, through the full takeover of the patrimony of the old company by the new
company bearing the name of S.C. PETROMIDIA S.A., being established pursuant to
Government Decision no. 1176/1990, Issued based on Law no. 15/1990 regarding the
reorganization of state economic units as autonomous administrations and trading
companies.

On February 08, 2001, through Certlficate of recorded amendments no. 50265, the
cooptation In the Company of “THE ROMPETROL GROUP N.V.” (former THE ROMPETROL
GROUP B.V.) headquartered in SCHOUWBURGPLEIN 30 - 34, 3012CL, Rotterdam, the
Netherlands, through the withdrawal from the company of the State Ownership Fund
further to the sale of all the shares (25,258,810 shares) to the abovementioned company,
according to share sale-purchase agreement no. 29/October 31, 2000, was registered with
the Constanta Trade Registry Office,

Based on Resolution no. 1 of the Extraordinary General Assembly of Shareholders of
February 26, 2001, on Addendum no. 21 to the Company’s Articles of Incorporation,
having writing bearing a certified date no. 611/March 15, 2001, and on Certificate of
recorded amendments no. 50701 of March 21, 2001 from the Constanta Trade Registry
Office, the company’s name changed from “S.C. PETROMIDIA S.A.” into “S.C.
ROMPETROL RAFINARE-COMPLEXUL PETROMIDIA S.A” and Its headquarters changed
from Natlonal road 228, Km 23, to County road 226, Km.23, Constanta (the change of the
headquarters occurring further to Government Decision 540/2000 and its annexes,
published in Official Gazette no. 338/July 20, 2000).
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Also, through resolution no. 50640 of March 18, 2003 of the Director of the Trade
Registry Office attached to the Constanta Tribunal, based on the Resolution of the
Extraordinary General Assembly of Shareholders of February 20, 2003 and the Addendum
with writing bearing a certified date no. 1219/March 13, 2003, the reglstration in the
registry of the amendment regarding the change of the company’s name from “S.C.
ROMPETROL RAFINARE - COMPLEXUL PETROMIDIA S.A.” into ,,ROMPETROL RAFINARE
S.A.” was ordered.

On August 27, 2007, a share purchase agreement was signed in Almaty, Kazakhstan,
between KazMunalGaz {"KMG") and Rompetrol Holding S.A. (the holding company of the
Rompetrol Group) for 75% of the shares of the Dutch company “"The Rompetrol Group,
N.V.” (TRG), Rompetrol Holding continuing to hold the 25% of TRG shares.

On June 26, 2009 the purchase by KMG from Rompetrol Holding S.A. of the percentage of
25% from the shares of THE ROMPETROL GROUP N.V. (majority shareholder of S.C.
Rompetrol Rafinare S.A.) was finalized, thus KMG becoming the sole shareholder of TRG.

According to the provisions of the Articles of Incorporation of Rompetrol Rafinare S.A.
(hereinafter the "Company”), the main object of activity is represented by the
ma ct from d " (NACE code 1920).
Other secondary objects of actlvity are detailed in the Company’s Articles of Incorporation.

Rompetrol Rafinare S.A. holds the capacity as authorized warehouse keeper, according to
the applicable tax legislation. Petromldia and Vega refinerles are authorized as tax
production warehouses, producing energetic products, in compliance with the tax rules
regulating the activity related to the obtainment of energetic proeducts,
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I1. SHARE CAPITAL STRUCTURE

Starting with April 07, 2004, the Company’s shares are traded on the regulated market
operated by Bursa de Valori Bucuresti S.A. ("BVB").

The shares of Rompetrol Rafinare are fully traded In the Standard category of the
Bucharest Stock Exchange. On this report date, the total number of shares Issued by
Rompetrol Rafinare Is 44,109,205,726 shares, representing a total value of the share
capital of RON 4,410,920,572.6.

According to the latest Shareholders’ Register Issued by Depozitarul Central S.A. Bucharest
with consolidation date September 30, 2016, the sharehoiders belonging to the KMG
International Group hold 24,098,569,799 shares of RON 2,409,856,979.9, representing
54.6339% of the share capital.

The Romanian State shareholder, represented by the Ministry of Energy, Small and
Medium-Sized Enterprises and Business Environment! according to the latest Shareholders’
Register with consolidation date September 30, 2016 19,715,009,053 shares of RON
1,971,500,905.3 representing 44.6959% of the share capital

Also, on the same consolidation date, the rest of the shareholders (natural and legal
persons) each holding less than 10% of the Company’s capital, hold together 295,626,874
shares of RON 29,562,687.4, representing 0.6702% of the share capital.

1 On this material drafting date, with the new denomination the Ministry of Energy
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III. 2011 -2015 OPERATIONAL ACHIEVEMENTS

In the 2011-2015 periods, the Company registered a series of major achievements as
follows:

>

the Petromidia refinery produces exclusively Euro 5 fuels starting with the
II™ semester of 2012, only processing sulphur crude oil, on the background
of an increase of the raw material processing capacity to 5 million tons of
crude oil/year

historical record of the total raw materials processed in 2014 - over 5
million tones

increase of the outputs of white products from 84% in 2011 to 85.7 % in 2015

the highest Diesel oil outputs (50%) and petrol reactor outputs (4.4%) obtained In
history were attalned In 2015

the outputs for fuels (car gas, Diesel oll, Jet, LPG car fuel} reached the level of
75.5% in 2015, being the best in the refinery history

increase of the NELSON complexity index from 8.3 to 10.5 situating the Petromidia
refinery on the 9% place at a European level

the energetic efficlency index (EEI) of the Petromidia Refinery reached the level of
98.6 polnts, the best energetic performance registered until present

the mechanical avallability reached the historical maximum of 96.9% In 2015

through the commissioning of the new Installations from the “2010 investment
project package”, Rompetrol Rafinare functioned, in 2015, at the maximum capacity
of 15,150 tons of raw materials per day, by reference to the actually worked time

alignment to the national and European quality and environment requirements
especlally as regards the emissions of sulphur oxides and azoths in the air, and the
storage of dangerous waste.
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The most important development and modernization investments finalized in the
2011-2015 period in Rompetrol Rafinare (Petromidia refinery) were:

v reconfiguration of the vacuum distlllate hydrofining installation into a Diesel oll
hydrofining installation (2011 year)

construction of the new flare system (2011 year)

construction of a new azoth installation (2011 year)

compressor modernization (2011 year)

madernization of the electrical equipment in the two refineries

modernization of the oll product tanks and Increase of thelr operating safety

change of reactor from FCC unit and upgrade of the unit

new hydrogen factory (commissioned in May 2012)

new mild hydrocracking installation (commissioned in August 2012)

AN U N N . SR SEE SR N

new sulphur recovery and residual gas treatment installation (commissioned in
October 2012)
modernization of the coking installation (2013 year)

A

v mounting of burners to reduce azoth oxide emisslons ("low nox”) at the ovens in the
Petromidia refinery (2013 year)
v automatic ramp black oil loading segregation (2013 year)

B

other projects especially in the tank and logistics park area (2013 year)
v the 2015 refinery general overhaul project

On the background of the investments made by Rompetrol Rafinare SA (with the support of
shareholder KMG International NV) in the modemnlzation and increase of the processing
capacity, corroborated with those for the development of the petrochemical sector, of the
supply with crude oil and of the distribution of fuels internally but also in the region, the
refinery situated on the Black Sea bank succeeded starting with 2014 In reaching historical
records from an operational point of view. Simultaneously with the completion in 2012 of
the ample program for the modemnlzation and increase of the refining capacity, the
Company's strategy pursued and shali continue to pursue the optimization of production
processes, the reduction of processing costs and the increase of energetic efficiency.
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2011 - 2015 operational indicators: Petromidia Refinery

Processed raw materials

Production of gasoline
Production of diesel & jet
fuel

Sales of fuels - domestic
Sales of fuels - export

Export - fuels
Domestic - fuels

Kt

Kt

Kt

Kt
Kt

%
%

2011
3,882

1,284
1,563

1,441
1,225

46%
54%

2011 - 2015 operational indicators: Vega Refinery

Processed raw materials

Production of Nhexan
Production of sclvents
Production of bitumen
Other products

TOTAL PRODUCTION

Kt

Kt
Kt
Kt
Kt
Kt

2011

337

43
24
53
200
320
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2012 2013 2014 2015
4,012 4,149 5,047 4,945
1,287 1,194 1,305 1,206
1,713 2,031 2,630 2,683
1,536 1,623 1,738 1,662
1,307 1,443 1,990 2,038
46% 47% 53% 55%
54% 53% 47% 45%
2012 2013 2014 2015
305 241 309 329
58 51 66 71
31 23 31 34
45 46 61 81
170 124 146 139
303 244 305 324
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2014 - 2015 operational indicators: Petrochemical activity

Processed raw

materials
Propylene  kt
Ethylene kt
Production
Propane Kt
PP kt
LDPE kt

2014

120
61

27
S0
59
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Note: the petrochemical activity was integrated in Rompetrol Rafinare SA starting with

2014

Rompetrol Rafinare SA total investments (Petromidia, Vega Refinery and

petrochemical sector)

RON

Investments- Million

2011

376

2012 2013

651
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83 420
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IV. 2011-2015 GLOBAL BUSINESS ENVIRONMENT

2011 2012 2013 2014 2015

Brent Dated crude oll Usb/bbl 111 112 109 99 52
Ural Med crude oll usb/bbl 110 111 108 98 51
Brent-Ural differential usD/bbl 1.7 0.9 0.4 1,0 0.9

Quotation of the 10 ppm FOB Med

unleaded gasoline usD/t 978 1,023 981 905 557
Quotation of the ULSD 10 ppm FOB

Med Dlesel oil USD/t 957 969 931 850 494
RON/USD average exchange rate 3.05 3.47 3.33 3.35 4,01
RON/USD closing exchange rate 3.34 3.36 3.26 3.69 4,15
RON/EUR average exchange rate 4.24 4.46 4,42 4.44 4.44
RON/EUR closing exchange rate 432 443 448 448 4,52
USD/EUR parity 1.29 1.32 1.38 1.22 1.09
Inflation rate in Romania 31% 09% 1.6% 0.8% -0.9%

The 2011 year was marked by a first semester with economic growth, followed by a
second one In which the economic activity slowed down its rhythm. The decrease of the
economic activity affected especially OECD member countries, constituting a real danger
that they reenter recesslon while the Aslan countries which are not OECD members
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succeeded a relatively high economic growth even if below the previous fevels. The latest
economic studles indicated that parts of Europe had already entered recession to the end
of 2011, after the registration of two quarters of negative increase.

The poor condition of economy affected the oll market, leading to the substantial decrease
of demand. However, the decrease of prices was limited due to geopolitical risk factors,
such as: the Arablan Spring and the sanctions Imposed to Iran. The values of the
quotations of the Brent or Ural crude oil reached in 2011 record values, and the annual
averages were approximately 40% above the previous calendar year around $110/bbl.

The crude oll high price environment comblned with the decrease of demand for products
in the second half of the year Increased the market pressure exercised on refining margins.
The European and US Atlantic Coast refiners feel such pressure the most as these regional
markets are most affected by the financial crisis and the increasing competition from the
more aggressive refiners from other geographic areas. In this respect, the increase of gas
and distillate exports in the US Gulf area attests to a change of the image of the
commerclal activity in the Atlantic Basin,

2011 was the most critical year for the refining industry in terms of profitability.
The refining overcapacity existing at a European and world level combined with
the decrease of refining margins led to a real collapse for some players in the
refining industry, which resulted in a restraint of the processing capacities to 510
kb/d at the end of 2011. In this context, the closing starting with 2011 of the 3
refineries belonging to Petroplus is worth mentioning.

In 2012 the world economy registered an increase of 2.3% as compared to 2011 when
the increase was 3% as compared to the previous year. The European Union entered
recession starting with the end of 2011, which situation did not change in 2012, The Gross
Domestic Product at EU level decreased by 0.6% In 2012, and the Central European Bank
adopted an Interventlonist position to stabilize the bond market. The quotations for the
Brent crude oil registered an average of approximately $ 111.67/bbl with only $ 0.41/bbl
above the 2011 average. Although the annual average does not indicate it, the crude oil
quotations registered significant fluctuations over 2012, both in terms of increase and
decrease. The ascendant movement at the beginning of the year, when an excess of the
$120/bbl threshold was registered was caused by the concern regarding a possible
escalation of the Iran situation leading to the closing of the Hormuz strait. As it became
more and more obvious that the international market can function coherently also in
absence of the oil of lranian origin, and the economic situation in Europe got worse, the
quotations decreased by approximately $40/bbl down to a value of approximately $90/bbl.

11 Troge Reglshy No 1 13453471991 IBAN" RO2ZBAC X0000000030500310
fiscaol dentificotion No RO1840712 UniCradit Tinoc Bank - Constanta



ROMPETROL RAFINARE 5. A. phong + (40) 241 506000

215 Novodari Biva + (40) 241 5061 50

t I | KatMunayGas Adminkiralive Paviion, tax + [40) 241 5069 30

romp e rO h G"“”p Novodar, Constanta County office ralnoie@impehal cam
ROMANIA www.rompelol-rofintre.ro

www.rompeairol.com

However, the efforts made by the central banks and the governments in the entire world
succeeded In keeping the situation under control, and consequently the quotations started
te go up and stabllized around $110/bbl for the Brent crude oil. This was also the threshold
around which this crude oil type remained for the rest of the period, sustained by the
fundamental factors from the market and the high level of geo-political risk.

In the 2013 year, the annual global economic growth for 2013 was 2.2% as compared to
2012, slightly below that of the previous year (2.5%). The gross domestic product at a EU
level registered a modest increase (0.1%), as compared to the contraction reported in
2012. To the end of 2013, the European Union succeeded in getting out of recession and
should be able to sustain a slow economic recovery. The commitment assumed by the
Central European Bank (CEB) to ensure sufficient liquidities on the market also led to the
stabilization of the peripheral area of the unique currency. The annual average of the
quotation for the Brent crude oil registered $108.66/bbl, a decrease by approximately
$3/bbl as compared to the 2012 average. Although the premium, due to geopolitical
insecurity, continued to play a role in price formatlon, the quotation fluctuations were less
acute. The maximum of the quotation for the Brent crude oill did no longer exceed the
threshold of $120/bbl as in 2012, further to the increase of the USA production and the
decrease of demand in OECD countries. The maximum value registered in February 2013
was more a consequence of the Iincrease of the social unrest In the Middle East and
Northern Africa area and of the excessively positive perception related to the increase of
demand, followed by a recovery based on the soothing influence of the fundamental
market factors in the I* semester. In the II™ semester crude oil prices stabilized, and the
registered increases were a consequence of the increasing demand or certain avallabllity
problems - whether at a perception level or real. A second maximum of quotations In
August resulted further to the speculations regarding an armed attack of the USA in Syria
and the interruption of production in Libya further to the takeover of control over crude oil
praoduction facilities by insurgents.

The value of the refining margin for the Mediterranean area significantly deteriorated in
2013 as compared to 2012. The average degree of use of the reflneries in the area
decreased by 2.5% as compared to the previous year, especlally because of the low values
in the II™ semester. In the II™ quarter, an Increasing demand of gas import to the Middle
East was registered, simultaneously with the maintenance period of refineries having a
positive impact on the margin. Subsequently, to the middle of the 2013 year, the problems
in the Mediterranean area came back and the refining margin was negatively Influenced.
The increase of pressure due tc the competition on this market segment both Internally
and for export led to the decrease of the margin and the decrease of the rate of average
use of the refineries in the area by 7% as compared to the previous calendar year. The
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start of production at the new desulphurization capacity in Russia led to the increase of
exports of Euro5 diesel to Europe, which replaced volumes from the local production being
more competitive, At the same time, the advantageous price for refineries of the local
crude oll from the USA led to the maintenance at high quotas of the refining rate in the last
months of 2013 and implicitly to the increase of exports to Europe, Central and South
America and Western Africa - In direct competition with the similar products in European
refineries, simultaneously with the decrease of gas imports from the European area to the
USA. All these elements together led to the decrease of the difference between gas and
crude oil with a direct negative impact on the refining margin.

The 2014 year can be looked at In two distinct manners in terms of the internatlonal gas
market. The year started with a relatively low value of the difference between the gas and
crude oll quotation, but It Increased significantly In the I*t quarter due to the decreasing gas
production In the Medlterranean area. Starting with the 1I™ quarter, the demand Increased
for the summer season and thus contributed to the increase of the difference from the
crude oll quotation until the middle of July when the maximum value was reached (almost
USD 225 /mt). After this time, the trend reversal and a decrease of the value of the
difference between the gas and crude oll quotation begin further to the Increase of
production In USA refineries from the Atlantic Cost to benefit from the accentuated
decrease of crude oll quotations.

The annual average In 2014, for the Brent crude oll, was at a value of USD 99.34 /bbl with
8.6% below the 2013 average. In the first semester the varlation of quotations was
characterized by low volatlility, the average being around USD 109 /bbl, very close to the
previous year average. The annual maximum was reached In June (USD 115 /bbl), before
a constant decrease for the rest of the period begins.

The performance of the refining margin for the refineries In the Mediterranean area
improved significantly as compared to the average of the 2013 year (average USD 1.88
/bbl, USD 0.70 /bbl above the previous year). The different structure of the 2 semesters
also reflected in the margin value: the first half of the year was marked by pressures, while
the second half was characterized by the significant decrease of quotations and assoclated
varlable costs, with a positive impact on the margin. Besides the decrease of quotations,
the refiners in the Mediterranean area also benefited from the decrease of the differences
between the quotations of non-sulphur and sulphur ¢rude oils.
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The 2015 year was a calendar year with special performances in terms of the difference
between the quotatlions of gas and crude oil In the Mediterranean area. The maximum
value was reached at the middle of July during the holiday season in the Northemn
hemisphere, but the registered level was high all the year. These performances were
sustained by the decrease of crude oil quotations but especially by the special increase of
demand in USA, Africa and Middle East enabling the increase of exports to such
destinations. Thus, the situation remalned balanced In the Mediterranean area despite the
Increase of the volumes of processed crude oil.

The fundamental factor, mainly responsible for the significant decrease of crude oil
quotations was the significant Increase of the crude oll production In OPEC countries
(especially the Saudi Arabla and Iraq), and also from countries outside OPEC (USA, Russia
and even Europe and Asia) as compared to the previous year.

As regards the evolution of the difference between the quotation of Diesel oll and the
quotation of crude oll In the Mediterranean area, it was for a big part of 2015 at the lowest
limit of the historical evolution, with particularly low values especially to the end of the
year. Although constant, the increase of demand did not keep up with the additional
volumes produced as an answer of refiners to the performance of the products in the gas
group. This de facto condition comblned with the Increase of exports from Russia to
countries located East from the Suez Channel led to stock Increase and increased pressure
on the performances of the average distillate group in the Mediterranean area.

The evolution of the foreign currency market was focused In 2015 mainly around the
following events: the crisls In Greece, the expectations of the Federal Reserve System of
the United States of America as regards the Increase of Interest rates, the poor
macroeconomic data in China. EUR started to depreciate by reference to USD starting with
2014, when ECB continued the quantitative relaxation program in order to raintain
Inflation under control and reduce the increased EUR liquidity on the market. During this
program, Interest rates decreased reaching negative thresholds. In addition, the European
currency was affected by the possible exit of Greece from the Eur area,
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In the 2011-2015 periods, according to the financial statements audited and drafted
according to Order of the Minister of Public Finances 1286/2012, the Company registered
the following indicators:

1. Indicators from the profit and loss account (RON)

Operating
Income

Operating
expenses

Operating
profit+/loss ( )
Financial Income
Finandial
expenses

Finandial
profit+/loss ( )

Total income
Total expenses

Gross
Profit+/loss ( )

Deferrad tax

Net profit (+)
orloss ()

OF which,

Intarest expenses, net

2011
10,355,875,579
10,679,974,712

(324,099,133)
1,440,414,600
1,829,574,468

(389,159,868)

11,796,290,179
12,509,549,180

{(713,255,001)

(713,259,001)

2011

Expenses (income)
related to exchange

rate differences, net

15

118,556,259

224,806,997

2012
12,623,179,868
12,799,583,288

(176,403,420)
1,211,020,116

1,332,270,196

(121,250,080)

13,834,199,984
14,131,853,484

(297,653,500)

(297,653,500)

2012

Trade Reglsty No J 13753471991
Fiscol Identdicotion Mo RO1850712

63,322,161

2013
11,626,863,591
11,845,347,485

(218,483,894)
197,113,948

202,656,053

(5,542,105)

11,823,977,539
12,048,003,538

{224,025,999)

(224,025,999)

2013
24,928,835

2,523,236 (97,925,156)

2014
13,360,577,794
13,511,112,951

(150,535,157)
85,042,876
1,009,369,698

(924,326,822)

13,445,620,670
14,520,482,649

(1,074,861,979)

(1,074,861,979)

2014
32,622,099

2015
9,636,295,232
9,232,085,223

404,210,009
167,075,617

715,031,713

(547,956,096)

9,803,370,849
9,947,116,936

(143,746,087)
228,038,083

84,291,996

2015
55,841,085

438,788,002 423,658,187
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2. Balance sheet indicators (RON)

Net assat
evolution
{RON)

Shara capital

of which
paid In
Inflation related to
the share capita!
Capital premlums
Revaluation
resaerves
Reserves
Retained samings
profit+/loss { }
Profit+/loss ( ) of
the year
Profit distribution

Equity

Total assets
Total debts
{including
provistons)
Nat assats

2011

4,410,920,573
4,410,920,573
5,734,750,095
232,637,107
19,309,34£
(9,901,649,343)
(713,259,001)
-zu,zm,zz;
6,479,947,706

6,697,238,933
=217,291,227

ROMPETROL RAFINARE 5 A,

215 Navodorl Blvg

Adminktrative Pavilion

Navodarl, Constenia County

ROMANIA

2012 2013

4,410,920,573 4,410,920,573
4,410,920,573 4,410,920,573
5,734,750,095 5,734,750,095
232,637,107 232,637,107
2,677,987,912 3,177,546,654
{10,614,908,344) (11,068,768,151)
(297,653,500) (224,025,999)
2,143,733,843 2,263,060,279
7,366,791,610 7,295,001,766
5,223,057,767 5.031,841,487
2,143,733,843 2,263,060,279

phone + (20) 241 504000

+ (20} 241 5041 50
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2014 2015
4,410,920,573 4,410,920,573
4,410,520,573 4,410,920,573
232,637,107 232,637,107
3,1€6,150,587 3,172,596,294
(5,55B,044,055) (6,632,906,034)
{1,074,861,973) 84,291,996
0 (4,214,600)
1,176,802,233 1,263,325,336
6,261,990,681 6,610,932,792
5,085,188,448 8,347,607,456
1,176,802,233 1,263,325,336

The company’s operational and financial results in 2011 were influenced both by the
International evolutions of the crude oil and fuel quotations and by a series of internal
macroeconomic factors, such as the depreciation of the national currency.

On the background of an unfavorable refining market context, characterized by a
surplus of the refining capacities, it was generated a low level of the refining
margin, insufficient to cover the company’s financing costs and the exchange rate
difference expenses.

The company Incurred operational losses due especially to the distorted conditions on the
crude oil and oil product market, in the sense that the evolution of oll product prices did
not have the same trend as the crude oil price. Thus, for instance, although the price of the
Ural crude oll decreased in 2013 as compared to 2012 by 2% the product quotations

decreasing by 4% both for Diesel oil and for gasoline.
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In 2012, the company’s financial results were influenced by a series of extraordinary
events with a non-repetitive nature, such as the registration of certain provisions for
environmental obligations for the Vega refinery (RON 173 million), provisions for tax
disputes (RON 133.5 million), which were partly compensated with the diminishment of the
depreciation value (RON 100 million) further to the revaluation of the life duration of fixed
assets.

The company finalized in 2012 the program for the modernization and development of the
Petromidia refinery named the “2010 Investment package”, totally amounting to
approximately USD 380 milllon, whose main effect was the Increase of the processing
capacity from 3.8 milllon tons of crude oil /year to over 5 million tons of crude oil /year.

The other positive effects of the Investment package are:

- Possibllity to fully obtain fuels with EUROS norms
- Possibility to fully use sulphur crude olls
- Increase of higher product outputs {Diesel oll, kerosene)

The refining capacity Increase pragram enabled the consolidation and development of the
presence of Rompetrol Rafinare in the Central European and Eastern region in Romania,
Bulgaria, Republic of Moldova, Ukraine and Georgla. Initiated in 2006, the package aimed
at achleving nine major projects, constructing five new Installations (gentle hydrocracking
installation, hydrogen producing installation, sulphur recevery installation, azoth production
installation and a new flare system) as well as modernizing/extending other four already
existing ones (gas desulphurization Installation, transformation of the vacuum distillate
hydrofining installation Into a Dlesel oil hydrofining installation, catalytic cracking
installation, sulphur recovery Installation). In the period immediately following the
commissioning of the investment package, the company reached from an operational point
of view historical records in the context of an unfavorable economic environment.

The company’s financlal results were significantly influenced by the evolution of the refining
margin, which considerably diminished in 2013, being negatively influenced by the
unfavorable market conditions, further to the decrease of the international quotations of
finished oil products (Gasoline, Diesel oil) on average by 4%, as compared to a decrease of
only 3% of the quotation of the Brent crude oll.

In the 2014-2015 periods, the refining margins improved but the company’s results were
negatively impacted by the volatility of the foreign exchange market, the company
registering significant losses from exchange rate differences. In addition, in 2014, value
adjustments regarding the equity interests held in Rompetrol Petrochemicals SRL of
approximately RON 376 million were registered in the financlal statements, with a negative
significant impact in the net result of the year, partly compensated with the positive Impact
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resulted from the reversal of certain provisions of a tax nature (RON 21.1 million), further
to the receipt of favorable resolutions In case of these tax disputes.

In the 2015 year, the Diesel oll output reached the 49.99% threshold (In 2014 it was
48.8%), the highest level ever reached in the refinery history, 1.19% higher than in 2014,
the quantity of produced Diesel oll being of 2,474 million tones. The output of white
products (valuable products), including components, by reference to the total processed
raw material, as a percentage from the total raw material was 85.7%, the second year In a
row when the record level was reached, as compared to 85.69% in 2014.

The 2015 year is the year in which the company registers positive financial
results (net profit of approximately RON 84 million).

In the 2011-2015 period, Rompetrol Rafinare was an important contributor to the
Romanian state budget, the local budgets and the special budgets paying taxes and duties
of RON 24,473 million,

The company continued in the 2011-2015 periods the production process optimization
programs targeting especially the reduction of operation costs (of which, the reduction of
thermal and electrical energy consumptlons Is the most significant).

Thus, the net negative cumulated result obtained by the company in the 2011-
2015 periods was determined by:

- the difficult context of the refining industry which generated low refining
margins further to the evolutions of crude oil and oil product quotations

- series of internal macroeconomic factors, such as the depreciation of the
national currency (the negative exchange rate differences ~ on the background of
the depreciation of the national currency as compared to the American currency -
constituted 44% from the total net negative result of the analysis period)

~other extraordinary events, such as the registration of certain provisions for
financial interests (negative impact of approximately 17% in the total net
negative result of the analysis period)

According to the unaudited financial statements in June 2016, the positive trend
of financial results started with 2015 continues, for the first 6 months of the 2016
year the company registering a net profit of approx. RON 143 million.

The strategy for the 2016-2020 years mainly alms at maximizing the existing refining
capacity, while implementing projects for optimizing productlon costs and continuing
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capital maintenance and development Investments. In order to improve the financial
performance, the following measures were taken:

« to render more efficlent the operational processes in order to decrease processing costs
especially on the background of Implementing Internal analysis projects {Delphin 1)

« to improve the product mixture in order te Increase the welght of the products with a
higher refinery margin.
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VI. LEGISLATIVE CONTEXT OF THE REPORT

According to the provisions of Art. 1534 of Company Law no. 31/1990, as republished, as
subsequently amended, if the Board of Directors establishes that, further to certain losses,
established through the annual financial statements approved according to law, the
company’s net assets, determined as a difference between its total assets and its total
debts, were diminished to less than half the value of the subscribed share capital, it shall
Immediately call the Extraordinary General Assembly to decide if the Company must be
dissolved.

Para. 3 Art. 153% of Law no. 31/1990 mentions the obligation of the Board of Directors to
submit to the Extraordinary General Assembly met under the conditions of para. (1) a
report regarding the Company’‘s patrimonial situation, accompanied by notes of censors or,
as the case may be, of internal auditors. This report must be submitted to the Company’s
headquarters at least one week before the genera! assembly date, so that it may be
consulted by any Interested shareholder. In the Extraordinary General Assembly, the Board
of Directors shall inform the shareholders of any relevant facts occurred after the drafting
of the written report.

Please find below the provisions of paras. 4 and 5 of Art. 153%% of Law no. 31/1990:

“(4) If the extraordinary general assembly does not decide to dissolve the company, then
the company is compelled to proceed, by the closing of the financial year after the year in
which the losses were established, at the latest, and subject to the provisions of Art. 10, to
the share capital decrease by a quantum at least equal to that of the losses which could
not be covered from reserves, if in this interval the company’s net assets were notl re-
established up to the level of a value at least equal to half the share capital.

(5) In case the extraordinary general assembly does not meet according to para. (1) or if
the extraordinary general assembly could not validly deliberate on the second call, either,
any interested person may address the court to request the company’s dissolution. The
dissolution may also be requested if the obligation imposed to the company according to
para. (4) is not observed. In any of these cases, the court may grant the company a term
which may not exceed 6 months to regularize the situation. The company shall not be
dissolved if the re-establishment of the net assets up to the level of a value at least equal
to half the share capital takes place until the time when the dissolution court decision
remains final.”
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VII. ANALYSIS OF THE CURRENT SITUATION OF THE PATRIMONY OF
ROMPETROL RAFINARE S.A.

According to the latest audited financial statements of ROMPETROL RAFINARE S.A. (the
"Company"), refated to the 2015 financial year, approved by Resolution of the Ordinary
General Assembly of the Company no. 1/2016 of April 28, 2016, the company’s net assets
amounted to RON 1,263,325,336, and the subscribed and paid in capital amounted to RON
4,410,920,572.6, resulting in a registered deficit (down to the minimum value admitted by
law for the net assets) amounting to RON 942,134,951,

On June 30, 2016, according to the unaudited financial figures achieved far the first 6
months of 2016, published according to the legal provisions on August 12, 2016 by the
Bucharest Stock Exchange (“BSE"), the Financial Supervision Authority ("FSA”) and on the
Company’s web site www.rompetrol-rafinare.ro in the Relationships with Investors section,
the Financial results and reporting/Partial reports and presentations subsection, the
Company’s net assets amounted to RON 1,406,191,981, the registered deficit decreasing
to the value of RON 799,268,306.

The Company's Board of Directors assessed on a constant basis the current operational and
flnancial situation and deems that the necessary measures were taken to continue the
Company’s activity under optimum conditions. In addition, the assessment considered the
stability of the raw material (crude oil) supply activity and the fact that financing activity
had no significant changes. It was considered that that there is no current direct impact
over the operational activity coming from the freezing orders imposed by DIICOT on the
company's assets during legal procedures from May 2016. The Impact of such freezing
orders on medium and long term is difficult to be estimated.

Further to the approval for last audited financial statements (related to 2015 year) and
acknowledgement of gap between net assets and half of share capltal, the board of
directors has initlated internal assessments related to possible solutions to redress level of
net assets. Among the main possible solutions, there were considered decrease of share
capital and respective increase of share capital. From the preliminary assessment done
over optlon to decrease level of share capital it has resulted possible legal constraints
(existence of selzure imposed by DIICOT on the shares owned by KMG International NV in
Rompetro! Rafinare SA) which needed additional legal assessment. For the option of
increase of share capital it was tried to identify potential available sources for contribution.
Also, it was done a preliminary internal assessment over the projections of financial resuits
for the period of next 5 years to overtake the possibllity of redressing the net assets based
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on future financial results. Finalization of assessment of all options to redress the level of
net assets and identify the optimum solution follows to be done in the immediate next
period.

Considering the obtainment of positive financial results in 2015 and in the first 6 months of
2016, which automatically leads to the reduction of the unbalance between the share
capital and the net assets, the Company’s Board of Directors deems that based on the
operational assumptions combined with other specific measures which are to be analyzed
(share capital decrease, share capital Increase, revaluation of fixed assets, others), the
situation of the net assets versus the share capital could be remedied.

Evolution of the net assets in correlation to the Company's share capital:

2011 2012 2013 2014 2015

fst:nasats ~217,291,227 2,143,733,843 2,263,060,279 1,176,802,233 1,263,325,336

{RON)
Share capital

(RON) 4,410,920,573 4,410,920,573 4,410,920,573 4,410,920,573 4,410,920,573

- of which the
pald in share 4,410,920,573 4,410,920,573 4,410,920,573 4,410,920,573 4,410,920,573
capltal (RON)
- of which the
unpaid share - - - - -
capital (RON)

1/2 of tha
share capital 2,205,460,287  2,205,460,287  2,205,460,287  2,205,460,287  2,205,460,287
(RON)

On December 31, 2014 and December 31, 2015, based on the Company’s
audited financial statements, it was established that the net assets (RON
1,176,802,233 for 2014 year and 1,263,325,336 for 2015 year) were below half
the value of the subscribed share capital (RON 4,410,920,572.6 for 2014 and
2015 year). The main cause of this situation is the registration of negative
financial results in the previous periods (generated by an unfavorable context of
the refining industry, negative exchange rate differences on the background of
the depreciation of the national currency by reference to the American currency,
other extraordinary items like provisions - especially for financial interests).

Piease note that the 2011- 2015 period was deemed to be a sufTicient analysis
period to describe the context of the current activity of the company. Strictly referring to
the net assets versus share capital ratlo, it is important to keep in mind that In the
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structure of the company’s equity in 2011, the cumulated retained earnings are negative,
which means a negative Impact in the net assets also deriving from the period before the
2011 year.

The measures that may be taken to remedy the ratio between the net assets and
the share capital are the following:

> The Increase of the Company’s share capital through cash or in-kind contributions
from the shareholders, in-kind contributions contributing to the increase of the
Company’s net assets up to the limit of meeting the legal condition; the cash
contributions can be made inclusively through the conversion into shares of certain
receivables registered by the shareholders against the company;

> The decrease of the Company’s share capital by the value of the losses cumulated in
the previous years and which could not be covered from the reserves;

> The revaluation of the Company’s fixed assets, with direct impact in the increase of
the Company’s net assets;

> Other possible measures for remedying the ratio between the share capital and the
net assets can be implemented either individually or in a combined manner, until the
compliance of the ratio with the parameters requested by the legal text

According to para. 4 of Art, 153% of Law no. 31/1990 quoted above, the term
provided by law for regulating the ratio between the net assets and the share capltal of the
Company Is the end of the following year in which such unbalance of the ratio was found
out.

Proposing and supporting the continuation of the Company’s activity under the
abovementioned conditions, the Board of Directors requests and authorizes the executive
management of the Company to closely monltor the evolution of this ratio, to take and
propose the taking of the necessary measures so that the ratio is within the limits provided
by law.
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VIII. CONCLUSIONS OF THE REPORT REGARDING THE SITUATION OF
THE COMPANY'S PATRIMONY

In this Report, the company’s Board of Directors analyzed the Company's
patrimonial situation and took note of the fallure to comply with the legal ratio regarding
the value of the net assets as compared to the value of the share capital (according to Art,
1532 of Law no. 31/1990).

Foreseeing the registration by the Company of certain positive financlal results
(according to the positive trend started in 2015), supported by the benefits of the
implementation of the Investment package finalized Iin 2012 and considering the constant
and sustained support in this respect from significant shareholder KMG International N.V.,
the Board of Directors estimates the significant improvement of the company’s operational
and financial resuits concomitantly with the application of other possible specific measures
to redress the net assets and consequently proposes the adoption by the
Extraordinary General Assembly of Shareholders of the Decision formally
confirming the continuation of the Company’s activity.

Date: November 7t* 2016

Board of Directors of Rompetrol Rafinare SA
President Member -
Azamat ZHA#% Catalin DUM

Member

Mihat-Liviu MI CHE

WM 24 1ade Registry No 3 13/534/1991 IBAN RO228ACK0000000030500310

Fiscol ientdication Mo RO1850712 UniCredit Tidoc Bank - Constanto



