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ROMPETROL RAFINARE S.A.
PROFIT AND LOSS STATEMENT

for financial exercise ending on 30 June 2017
{(all amounts exprassed in Lei ("RON"), unlass otherwise specified)

Intangible assets

Goodwill

Properly, plant and equipment
Financial assels

Deferred tax asset

Total non current assets

inventories, net
Receivables and prepayments, net

Derivative Financial Instruments
Cash and cash equivalents
Total current assets

TOTAL ASSETS

Subscribed share capital
Share pramium
Other reserves

Accumulated lossas
Current yaar result
Total equity

Long-term borrowings from banks
Provisions

Total non-current liabilities

Trade and other payables
Derivalives

Short-term borrowings from affillates
Shori-term borrowings from banks
Total current llabllities

TOTAL LIABILITIES AND EQUITY

CATALIN DUMITRU

President of the Board of Directors

fEDIL UTEKDW
hiel Executiye Officer

Notes

[

[o 0 # I8 -

20

@ ~

10

10

June 30, 2017 December 31, 2016
15,613,500 16,724,850
152,720 152,720
2,898,384,365 3,018,053,823
1,629,020,055 1,629,020,055
271,373,514 271,373,514
4,814,544,154 4,935,324,952
724,322,835 816,627,179
1,239,090,639 1,018,626,207
1,292,281 22,980
8,391,419 45,881,549
1,873,087,174 1,881,167,915
6,887,641,328 8,816,482,877
4,410,920,573 4,410,820,573
232,637,107 232,837,107
3,170,938,16% 3,169,670,514
(6,486,327,206) {6,556,328,713)
171,150,855 70,001,508
1,489,319,480 1,326,900,989
- 281,763,783
302,311,412 302,311,412
302,311,412 584,075,185
3,696,044,666 3,750,363,002
859,686,316 1,065,970,431
530,278,444 89,183,260
5,086,010,428 4,9805,516,693
6,887,641,328 6,816,492,877

VASILE-GABRIEL MANOLE

Chief FirzW

Prepared by (Chief Accountant}

Explanatory noles from 1 fo 28 are part of thase linancial statemants
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ROMPETROL RAFINARE S.A.

PROFIT AND LOSS STATEMENT
for financial axercise ending on 30 June 2017

{all amounts exprassed in Lel (AON"), unless otherwise specilied}

Net ravanues
Cost of sales

Grosa profit/ {loss)

Selling, peneral and adminisirative expenses
Other operating revenues / expenses, net

Cperating profiy {loss)
Financial expenses

Financial revenues
Nt torelgn exchangs gains / {losses)

Profit/less) befors income tax

Deferred tax

Mot Profit / (Loss)

Earnings per share (bani/shars)

CATALIN pUMITARU
Prosident of the Board

YEOIL UTEKOV

Chief Exsculire Oificer

i

fors

Hotes

15
186

17
18

18
18
18

20

23

Chisf Fi tal Ofﬁcar

Preparsd by (Chiat Becounts t}
Alexandru Cornel Antn ‘

Jsnuery - June  January - June
2017 2818
4,729,016,743  4,133,145,499
(4,589,342,718)  {3,808,427,704)
138,674,028 223,717,798
{135,456,052) (106,713,548
(25,074,916) 19,765,121
{20.856.943) 138,76
(83,451,563) (60,482,772}
38,080,888 9,274,823
237,378,373 57,305,326
171,150,885 142,866,645
et ledEDEEE el 2,88B.845
0.39 0,32
VASILE-GABRIEL MANOLE

Explanatory notes from 1 o 28 ara pad of thess nanclal sistemanis
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- ROMPETROL RAFINARE S.A,
OTHER ELEMENTS OF THE GLOBAL EARNINGS
for financial exercise ending on 30 June 2017
{all amounts expressed in Lel (*RON’}, unless otherwise specified)

18t Semaster 1st Semester
2017 2016
Net Profit/ (Loss) 171,150,855 142,866,645
Other comprehensive income
Actuarial gain / (losses) relating to retirament benefits -
Gains / {losses) from derivatives 1,267,646 -
Other comprehensive income for the year, net of tax 1,267,646 -
Total comprehensive income for the year, net of tax 172,418,501 142,866,645
CATALIN DUMITRU g VASILEGABRIEL MANOLE
Prasident of the Board of Direc
/ YEDIL UTEKOV , Prepared by (Chiet Accén\unt)
i Chiet Executige Officer Alexandru Corne! Anisn

Explanatory notes from 1 to 28 ara part of thess financial statemants
L]



ROMPETROL RAFINARE S.A.
STATEMENT OF TREASURY FLOWS
for financial exercise ending on 30 June 2017

(all arnounts expressed in Leji (*RON"), unless otherwise spacified)

Net result before income tax

Adjustments for;

Depreciation and amortisation

Provislons for recaivables and inventores (ind write-off)
Provision for environmental liabiiities and litigations
Restructuring and retirament henefit provisions
Expenses with penalties

Interest expanses

Inrerest income

Income from dividends

Lossas/galns from derlvatives
(Gain)/Loss on sale or disposal of property, plant and equipment

Unrealised foreign axchange (gain)/loss from restatement and monetary items
Cash generated from operations befora working capital changes

Net working capital changes in:

Recefvables and prepayments

Inventories

Trade and other payables, induding payables variation for tapital sxpenditures
Change in working capital

Cash payments for destvatives, net
Net cash provided by/{used in} operating activities

Cash flows from Investing activities
Purchase of property, plant and equipment

Purchase of intangible assets
Dividends received
Net cash used in Investing activities

Cash flows from financing activities

Cash pooling

Short - termn loans/ (repald to) recelved from banks, net
Long - term loans recelved from banks

Long - term loans repald to banks

Short - term loans (repaid to)f recsived from sharshnlders
interest and bank charges paid, net

Net cash from financing activities

Increase / (Decrease) In cash and cash equivalents
Cash and cash equivalents at the beginning of period
Cash and cash equivalents at the end of the period

CATALIN DUMITRU
President of the Board o

&EDIL uT| _‘KOV

dune 39. 2017

171,150,855
132,853,494
7,903,903

481,440
83,429,793
(38,070,422)

{1,655)

(246,723,366}

(249,641,136)
64,400,441
328,636,108
31,760

—2T4461,324

(111,718,588)
(354,096)
—{112,072,684)

(196,007,965)
181,480,729

(101,931,542;
(83,429,793)
——i199,808,671)
el 32:500:131)
et 2,891,349
1> 7. ]

June 30, 2016

142,866,645

138,304,455
(16,662,923)

98,257
62,650,021
{9,274,823)

-

(26,805,623)

(110,528,308)
(74,509,784)
384,636,381

490,754,298

(213,895,147)
(49,547)
 (213.944,608)
(148,378,377)
(73,281,788)
144,806,117
(143,373,660)
16,603,461
(53,375,198)
—...(256,899,945)
19.810,1
e 5: 773,869
e 28,384,028

VASILE-GABRIEL MANOLE

Chilaf Fipancial Of!‘m ,6&

Prepared by {Chief Accountant)
Alexandru Cornel Anip

Explanatory natas from 1 o 28 are pan of thesa financlal stalaments
8



WIS [FOURLY asey] jo ued e gz 0} 1 WoLy sojou Alnjeusixsy

7 (Juigunoasy

uojuy [eWeD rupuexaly

181yD) Aq pasedeug

JOJYIO |BizUBU4 JOIUD

TTONVA T3HBVYD-ITSYA

a5b 6LE BBV 081'BE6'0LLE {ose’alt’sie's) 01iegTEe £25'028'0LY'y
Wvo,.su.p w«wﬁ&; - .
avo'L92') opa'L92's - -
558°051°1LL “.mma.amw:. .

TBE6 006 GEL'L VIS GL969L'E {502 ZZE'SV'0) Z01'ZE9'CEE CL5'0Z6 01F'F
186'16L°900'L v62 865SLEE Cea" 198’601 0] 101 ZE9ZEL tL50cH0LY'Y
..mvm.wcm.mew H .mvo.wmn.va H H
9EE'GELEAZ L v6C 865 CLI T {eca’Bza‘esa gl 201ZE0°ZET L5026 0L Y

Kinbe SAATHEGT OO BURE0] wnfaeid NEIGEE]
oL paEOnSYy [0 S

S1019811(] |0 pJROR 8Y) JO JUBpisald

NIVY.LYD NHLWNG

2102 sunp jo ige
8OAIDSO] 0} JBJEURIY

2102 LH 40} awosy) sapsuayaitucs R0
SIUBLINIISUN |[E[DUBLL BATBALSH 0] PAIRE) SASSOIRUBE
syjeusq juslseia) o) peietas sossoued jeueny
L10T 10188135 18] 10} yioad N

2102 Kiunuep jo 1sL

9102 BUNT O DE _
BBAIGS3: O] 10j5UBI}

o102 LH J0) Swio3u) sajsusyRIdwoD JBYID
SUBLINISY] [BIOUBLY DABALSP O} PUIE[RS SESSOYSUIBE)
S)6URG WAWANSI 0] PajURI SBsSOYURD EEENISY
910z Jeisawes 84 Jof toid 1aN

910z Alenuef jo 151

{PaHjioats esIMIBHI0 SSeJUN "(LNOH,) 187 Ul passaidxs sjunowe jiy)

9102 SUNf OE pue L10Z sUnp OF 18 5Y
ALINOA NI SEONVHO 40 INSWILVIS
V'S ZHYNIHYH T0H134W0H



BOMPETROL HAFINARE 5.4,

NOTES TO THE FINARCIAL BTATEMENTS

For financlal exercise ending on 30 June 2017

{Al smounts exprassed in Lel ("RON", untess otharwise spacified)

1. GENERAL

Rompselrol Ralinare S.A. {(hersinafler refared 1o a5 “the Company” is & company incomporated under
Romandan laws, The Company operates two refinesies Petromidia and Vega. Pelromidia Relinery is the
ong with the highest capacity {of 5 million tonslannum, namaplate capacily} and the only Fomanian
refinary at the Romanian Black Sea shore, which processes exclusively imported crude oif and produces
E.L. standerd molor {uels, other petroleum products and certain petrochemicals. Pelromidia refinery was
designed and bullt during 1575 and 1977 and was lurther upgraded in the early '00s and betwsen 2008 -
2012, Vega rafinery was bullt in 1805 and upgraded In the following decades.

Rompetrol Rafinare S.A, production facilities are located in Romania. The number of employess of the
Company &s al 30 June 2017 is 1,066, respectively 1,1077 a5 at 31 December 2048,

The registared address of Rompetrol Rafinare 5.4 18 215 Navodari Blvd,, Constanta, Romania,
Rompetrol Rafinara 8.A. is a joint slock company listad in the Buchares! Stock Exchange since 2004.

The Company Is a part of the KMG International N.V The consolidated financial statements are prepared
ai the level of the parent company KMG International NLV., with the head office located at World Trads
Cenler, Strawinskylzan 807, Tower A, 8th Floor, 1077 XX, Amsterdam, The Nethedands, These annusl
financial staternents are public,

The ullimais parent of the KMG Intemational N.V. Is the company *National Wellare Fund Samruk
Kazyna™ J8C, an entity with its headguarers in Kazakhstan and owned by the Kazakh State.

The company also prepares consolidated financial stelements that have & public character and are
avaliable on the website of the company, www.iompstrolcom, at the section Relation with Investors,
subssction Rompeirol Refining.

2, BUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
g} Basig of preparation and statement of compiiance

Effective as of 31 Decernber 2012, the standalone financial siatemenis of the Company are prepared In
accordance with the Order of the Minister of Public Finance no. 1286/2012 subsequent amended by
Order of the Minister of Public Finance no. 2844/2016 for approval of the Accounting regulations in
compliance with the international Financial Reporting Standards applicable to the companies whose real
astate values are sccepted for ransaction on & regulated markel. These stipulations are compliant with
the requirements of the International Financial Rapoding Standards as approved by the European Union,
sxcept the meguiations of 1AS 21, the Effscts of the exchange rale variation with regards to ths funcilonal
currancy.

For the purpose of preparing these Financlal Statements, in accordance with the requirements of the
Romardan faw, the Company's functional currancy is the Romanian leu (RON)

The standalone financial slatements wers prepared based on the hislorcal cosl, except for financisl
instruments which are prasented al the fair valua in the account of profit and loss, and In the stalement of
sther comprehensive intome, respectively.

The standeione Hnancial stetements are prepared in RON and all the values are rounded up o the
clogest amount In e, i not othorwise indicated.




AOMPETROL RAFINARE 8.A,

NOTES TO THE FINANCIAL STATEMENTS

For financial exereise ending on 30 June 2017

(Al amounts exprassed in Lel ("RON'}, unlsss olharwise specified)

2. SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES (continued)
b} The going concern

The financial stalements of the Company are prepared on a going concem basis. As at 30 June 2017 and
31 December 2018, the Company reportad net assels amouniad to BON 1,489 million and RON 1,327
million: respectively. For the exercise snded ag at 30 June 2017 and 31 December 2018 | the Company
reportad a profit of RON 171,15 million, and of RON 70 million respectively, Tha accumulated losses
incurred so far are due lo the fact thal the Company has been affecied by the specific of the refining
activity, characlerized by a significant volatifty and lower refinery marging in the past years bul,
considering that the massive Invesiment frend of the last perod that seeks to oblain positive Hnancial
results thus will decrease the cumulated loss recordsd so far.

The sirategy for the following vears is a mix of projects of oplimization of production and energy costs,
optimum utilization of refining capacity and mprovement of production yvields. The main sblective for the
next years is the extengion of the distibution operations in the Black Ssa countriss, to bensiit rom &
vartical inlegration with the refinery oparations In order (o improve the financial performance, the following
measures have been laken:

= Reducing the refinery costs for the purpose of rendsring the processes efficient and increasing
profitability.
= Improvement of the product mix n order 1o increase the share of higher margin products

The management claims that these developmenis will lead to an improvement of the Group capacity o
financilay support is ongoing operations,

The company's net assels decreased o less than half the value of the subscrbed share caplisl, the
Company's managemeant intends fo regulate this situalion of the ratio belween the net assels of the
Company and its share caplial, within the term provided by law, according o article 153.24 of Law mo.
3171990 regarding the trade companias, as amended and In accordance with statulory declsions.

Therelore, the Board of Direclors met in session on 10 November 2016 summon General Meeting of
Sharsholiers, held on 18 December 2018, The agenda of tha mesting, among other topics discussed,
established as a poinl - continuing the company's activity In accordance with arl. 153.24 of Law. no
3171880 ragarding the trade cornpanies, republished, and that will take the necessary sleps to resolvs the
situation of the net asset. The General Meeling of Sharsholders held on 18 Decamber 2016 decided
condinuing the company's aclivily and decided to sel 31 December 2017 as date for resolving the
situation mantioned abova,

Also, considaering the Company's plans for 2017, and other aspecis above mantioned, § is considered that
the preparation of the linancial statemants is based on the ongolng activity principle.

¢} Changes In accounting policles

Tha accounting policles adopled are consistent with thoss of the previous financial exerclse.

o) Standards Issued but not yel effective and are not early adopled
The Company has not early adopled the following standardsfinterpratations:

. IFAS 9 Flnancial Instruments ~ Classitivation and measurement

The standard 15 eflective for annual periods baginning on or afler 1 January 2018, with eatly
application permitad. The {inal version of IFAS 9 Financial Instruments reflects all phases of the
financial instruments project and replaces 1AS 39 Financlal instuments: Recognition and
Measurement and all previous versions of IFRS 4. The standard introduces new requitsments for
classification and measurement, impsirment, and hedge sccounting. The Company Is in the
process of assessing the Impact of this amendment to the financial position or perdommancs of the
Company.




ROMPETROL BAFINARE 5.4,

NOTES TO THE FINANCIAL STATEMENTS

For financial exercise ending on 30 June 2017

(Al amounts exprassed in Lel ("RON', unlass otherwise specifisd)

2. SUMMARY OF SIGRIFICANT ACCOUNTING POLICIES {continued)

IFAS 15 Ravenue from Coniracts with Custormers

The standard is sflective for annual periods beginning on or after 1 January 2018, IFRS 15
sstablishes a five-step modal that will spply (o revenue eamed jrom a contract with & customer
{with limited sxueptions), regardiess of the type of revenus trensaction or the industry. The
standard's requirements will also apply to the recognition and masasurement of gains and losses on
the sale of some non-financial assets that are not an oulput of the entity's ardinary activities {e.g.,
selss of property, plant and equipment or intangibles). Extensive disclosures will be required,
including disaggregation of total revenue; Information about perfarmance obligations; changes in
contract asset and lability sccount balances between periods and key judgmanis and estimates.
The Company has concluded on the preliminary assessmant perdormed on this new standard, that
no significant impact will have on the Company's financial posilion or performance.

[FHS 15: Bevenue from Contracts with Customers {Claritications)

The Clarfications apply for annual periods beginning on or affer 1 January 2018 with eadier
application permitted. The objective of the Clardilcations is io clatly the JASB's intentions when
developing the requirements in IFRS 15 Revenue from Contracts with Cuslomars, particularly the
accounting of identifving perdormance obligations amending the wording of the “separalely
idertifiable” principle, of prncipal versus agent considerations including the assessment of
whather an antity Is & principal or an agent as well as applications of contro! principle and of
licensing providing additional guidance for accounting of intelleciual properly and royaliies, The
Clarifications also provide additional practical expediants {for entities that either apply IFAS 15 Rlly
ralraspactively or that elect {o apply the modifled relrospaciive approach. Thess Clardications
have not yet been endorsed by the EU. The Company is in the procass of assessing the impact of
this new standard on the Company's financial position or performance,

IFRS t6: Leases The standard is effective for annual pedods beginning on or alter 1 January
2019, IFRS 16 sels oul the prnciples for the recognition, measurement, presentation and
disclosure of laases for both parlies to & contract, Le. the customer {lesses’} and the supplier
{lessor). The new standard requires lessess o recognize most leases on their {inancial
stalements. Lessees will have a single accounting mods! for all lsases, with ceraln examptions,
Lessor accounting ls substantially unchanged. The standard has not been yet endorsed by the EUL
The Company Is in the process ol assessing the Impact of this amendment on the Company's
financial position or perfoonance.

IPRE 2: Classification and Measurement of Share based Payment Transaciions
{Amendments)

The Amendments are effective for annual periods beginning on or after 1 January 2018 with earliar
application permitted, The Amendments provide requirements on the accounting for the effacts of
vasting and non-vesting conditions on the measurament of cash-settled share-based payments, for
shara-based payment iransactions with a nat seftlement feature for withholding tax obligations and
for madificaions {o the lesns and condiions of a share-based payment that changes the
classification of the transaction from cash-seltled o squily-settfed. Thess Amendmenis have not
yat been endorsed by the BU. The Company Is in the process of assessing the impact of s
amendment on the Company's financial position or performance.

A8 46: Translars to Investment Properly (Amendments)

The Amendments are elfective for annual periods beginning on or after 1 January 2018 with esdlier
application permitted. The Amendments clarify when an entity should transfer property, including
proparty under construction or development inlo, or out of invesimant property. The Amendmaents
state that & change in use ocours when the property maels, or ceases lo meel, the definition of
invesiment propery and there is svidence of the change in use. A mere changs in management's
intentions for the use of a properly does nol provide evidence of a changs In uss. These
Amendments have not yet bean endorsed by the EUL The Company is in the process of assessing
tha impact of this amendment on the Company's financlal position or performance. '

10



ROMPETROL RAFINARE 3.4,

ROTES TO THE FINANCGIAL STATEMENTS

For financial exercise ending on 30 Juns 217

(Al arnounis expragsed in Lel "RON), unisss otharwise specified)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

° FRIC interpretation 22: Forelgn Currency Transactions and Advance Consideration

The Inlemrelation is sffective for annual perieds beginning on or after 1 January 2018 with sariier
application permitted. The Interpretation cladfies the accounting for transactions that includa the
receipt or payment of advance consideration In a forsign currency. The inlerpretation covers
forsign eurrency transactions when an antity recognizes a non-monetary asset or a non-maonetary
Hiability adsing from the payment or recelpt of advance consideration befora the entity recognizes
the related assst, expsnse or income. The Interpretation states that tha date of the ransaction, for
the pupose of delermining the exchange rats, is the date of initial recognition of the non-monstary
prepayment asset or delerred Income liabilty. I there are multiple payments or receipts in
advance, then the entity must detennine & dale of the iranzactions for each payment or receipt of
advance consideration, This Interpratation has not vet been endorsed by the EUL The Company is
in the process of assessing the impact of this amendment on the Company's financial position or
perdormance,

® The IASB has issued the Annual Improvements o IFHSs 2014 - 2018 Cyele, which Is a
coligction of amendmaents to IFRSs, The amendments are slactive for annusl pedods beginhing on
or afler 1 January 2017 for IFRS 12 Disclosure of Intarests in Other Entitiss and on or after 1
January 2018 for IFRS 1 Firsttimae Adoptlon of International Financial Heporting Standards and lor
IAS 28 Investmenls in Assoclates and Joint Ventures. Earlier application fa parmitted for 1AS 28
Investments In Associates and Jolnt Ventures. Thase annual improvements have not yet been
endorsed by the EU Tha Company is In the process of assessing the Impact of this amendment on
the Company's financial position or perfommance.

e} Signiticant professiona! judgements, estimates and assumptions

The preparation of the tinanclal statements requires thal the management should issug professional
judgments, estimates and assumptions that affect the reporisd amounts of revenues and expenses, of
assels and labilities and the disclosure of contingent fiabifities at the reporiing date. The astimates and
assoclaled assumptions are based on the previous experience and on othar faciors considerad relovant,
Howsver, unceriainty about these forecasts and estimates could result In adjusting the accounting value
of the assets and llabilitfes in the huture periods,

The estimates and assumplions that are the basis of the accounting judgements are constantly reviewed,
Bevisions to accounting estimatas are recognized in the period In witich tha estimate is revised i the
ravision alfects that period orin the period of the revision and the fulure perlods 1 the revision alffscts both
eurrent and the future perods,

The maflers presenied balow are considered {o be the mosl impordant in understanding the professionat
judgments that affect the praparation of these financlial statements and the unceriainties that could affect
the resull of the operations, the inancial position and the reasury flows.

The key assumptions concerning the fulure and other key sources of estimation uncerlalnty at the
reporting date, that can lsad to material adjustmenis to the carrying amounis of assels and liablliffes
within the next financial vear, are described below. The Company based s assumptions and estimates
on paramaters available when the financlal slatements were prepared. Existing cireumstances and
assumptions sbout fulure developments, however, may change due {o market changes or circumsiances
arising that are beyond the control of the Company, Such changes are reflected in the assumptions when
thay ocour,

- Impeirment of non-financlal assels

The Company assesses al sach reporing date whether thers iz an Indication that an asset may be
impaired. i any indication exisls, or when annual impairmant testing for an asset is required, the carrying
amounts for major property, plant and equipment are tested Jor Impalment, I assels are determined lo
ba impaired, the carnying amounts of those assels are writien down 1o their recoverable amount, which is
higher of falr value less costs to sell, and value in use detenmined as the amount of estimated discounted
future cash llows. Impairments, except those related to goodwill, are raversed as applicabls to the exient
that the events or clroumstances that triggered the original impaiement have changed.

i1



ROMPETROL RAFINARE 8.4,

NOTES TO THE FINANCIAL STATEMENTS

For inancial exercise ending on 38 June 2017

{A amounts expressed in Lei ("RON"), uniess otherwiss specified)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Estimates of future cash flows are based on management estimates of fulure commodily prices, markst
supply and demand and produet margins. Other factors that can lead to changes In estimates includs
rastructuring plans and legisiations changes. The recoverable amount is sensitive to the discount rats
used for the discounted cash flow model, as well as the expacted future cash inflows and the growth rate
ysed for exirapolation purmoses.

-~ Pravision for environmentsl Habliity

The Company Is involved in refining and petrochemicals, Environmental damage caused by such
aclivities may require the Company to Incur restoration costs lo comply with the regulations in force,
Analysis and estimates are pedormed by the Company logether with #s lschnical and legal advisers, in
order o determine the probability, fiming and amount involved with probable required outifow of
resources. Estimaled restoration costs, for which cash outflow may be probable, are recognized as &
provision in the Company's financial statements, When the final determination of such obligations ditlers
from the recognized provisions, difference Is ragisiered in the Company's profit and loss account.

Additional details an the provisions related (o the environment-related obligations are sat out in Note 14,
- Deferved tax assets

Deferrad tax assels resulting from the unused tax losses are recognized only fo the extent that i is
probable that taxabls profit will be available, against which the losses can be utilized. Significant
management judgment is required to delerming the amount of deferred tax assels that can be
recopnized, based upon the likely timing and the level of future taxable profits together with future lax
planning steategies,

Additionat details on the deferred lax applicable 1o the comporate tax Nele 20,
- Carrying value of trade and other raceivabies

The Company assesses al each reporiing date the requirement for an adjusiment for impairment in trade
ard other receivables, The Company uses iis judgment, based on the nalure and extent of ovardus
deblors and historical experience, in order lo estimale the amount of such an adjusiment. The adjustment
i5 recognized where there Is an objective evidence that a particular trade recelvable or a group of trade
recelvables are Impaired.

- Carrying valus of inventories

Tha Company considers on a regular basis the carrying value of inventories in comparison to planed use
of the inventories, the effect of damaged or obsolats ventories, technical losses and the nel realizable
valug In comparison lo the cost, based on lalest available information and market conditions. As
applicable, it is recorded an adjustment for impalsment of inventories,

~ Provision for litigations

The Company analysas is legal exposure regularly in order to determine whether provisions are required,
in determining the amount of the provision, assumplions and estimales are made in ralation fo the
probability of losing thelitigation, the expectad claim to be paid and the expecied timing of the payments.
Changes to thess estimates could have a significant impact on the amount of the provision,

Further detalls on the provisions relating to ltigations are provided in Notes 14, 18, 25.
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ROMPETROL AAFINARE B.A,

NOTES TO THE FINANCIAL STATEMENTS

For financlal exercise ending on 30 June 2017

(Al amounls expressed in Lei PRONT, uniess otharwise specified)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
{} Financial Instruments

A financial Instrument is any contract that gives rise fo 2 financial asse! of one entity and a financlal
lability or equity instrument! of another entity.

a. Financigl asseis

Financial assats ara classifled, at inifial recognition, as financial assals at fair value through profit or loss,
inans and receivables, held-to-maturity investments, avallablefor-sale financlal assels, or as derivalives
designated as hedging Instruments in an offeclive hedge, as appropriate, All Hinanclal assels are
racognizad intlally at falr value plus, in the case of financial assetls nol recorded at {air value through
profit or loss, fransaction costs that are atidbutable to the acquisition of the financial assat.

Subsequen! measurement

For purposes of subsequent measurement financlal assets are classified in four eategories:
«  Financial assets at fair value through profit or loss
Loans and recsivables at amortized cost;
Held-{o-maturly investments, at amortized cost;
Avallable-for-sale financial assets, al fair valus with the changes recognized directly In equity;

® & B

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss Include financial assets held for trading and fnancial
assels designated upon Initial recognitfon at falr velue through profit or loss. Financial assels are
classified as held for rading if they are acquired for the purpose of selling or repurchasing in the near
term. Darivatives, including separated embedded derivatives, are also classified as held for trading unless
thay are designated as effective hedging instruments as delined by 1AS 38. The Company has nat
designated any financial assels at falr value through profit or loss. Financlal asssts at falr value through
profit or loss are carried in the statement of financial position at fair value with net changes in falr valug
racognized in the siatement of profit or loss.

Loans and recelvables

Loans and receivables are non-terivative financial assels with fixed or determinable payments that are
not guoted In an active market, After Inftial measurement, such financial assels are subseguently
measured at amortised cost using the BIR (effective interast rate} method, less impaimment, Amortised
sost is caloulated by taklng o account any discount or premium on acquisition and fees or costs that are
an integral part of the BIR. The EIR amordisation is included in finance income In the statemant of profit or
foss, The losses ardsing from impairment are recognised in the statemant of profit or loss In fnance costs
for foans and In cost of sales or othar oparating expenses {or receivables,

Derecognition

A financial assel (or, whare applicabls, a part of a financial asse! or part of a group of similar tinancial
assels) Is primarnily derecognized {Le., removed from the Group's consolidaled statement of financial
position) whern:
« The rights fo receive cash flows from the asset have explrad
Or
= The Group has transferred its righls lo recelve cash flows from the 2sset or has assumed
an obligation to pay the received cash flows in full without material delay lo a thicd party
under a ‘passdhrough’ arangement, and either (a) the Group has transiersd
substantially all the risks and rewerds of the assel, or (b} the Group has neither
ranslerred nor retained substantially all the risks and rewards of the asset, bul has
transterred control of the agset

13



ROMPETROL RAFINARE 38.A.

ROTES TO THE FINANCIAL STATEMENTS

For financisl exercise ending on 30 June 2017

{All amnounts exprassed in Lel ("BON"), uniless otherwise specified)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
b, Financial liabilities
initlal recognition and messurement

Financlal liabilities are classified, al initial recognition, as financial fiabilities at fair value through profit or
loss, loans and borrowings, pavables, or as derivatives designated as hedging ingtrumenis in an effective
hedge, as appropriate.

All financial fiabilities are recognized initially at fair value and, in the case of lvans and borrowings and
payables, net of dirgetly altributable ransaction cosis.

The Company’s financial labilities include trade and other payables, loans and borrowings Including bank
ovardrafis and derivative financial instruments,

Subsequent messurement

The measurament of financial lizbilities depends op their classiiication, as describad bslow;
«  Financial abiities at falr value through profit or foss
s Loans and borrowings at amortizad cost

Darecognition

A financial ability is derecognized when the obligation under the Habilily is discharged or cancslied or
expires. When an existing financial liabifity Is replaced by another from the same lander on substantially
dittarant terms, or the terms of an existing liability are substantially moditisd, such an sxchange or
madification is trealed as the derscognition of the original Habllity and the recognition of a new lability,
Tha diffarence in the respectiva carrving amounts is recognized In the stalement of profit or loss,

c. Offsetling of financial instruments

Financlal assels and financial labililes are offset and the net amount Is reporad in the consolidated
statemant of financial position ¥ thers is a curently enforceable legal rght to olfset the recognised

amuunts and there Is an Intention (o sellie on & net basis, lo realise ths assels and seltle the Habilities
simulianeously.

o, Impairment of financisf assels

When the Company hes transferred its righis {o recelve cash flows from an asset or has entersd info a
pass-through arangemant, i evaluatas i and {o what exien! it has retained the risks and rewards of
ownership. When & has nelther ransferred nor ratained substantially all of the risks and ewards of the
assel, nor translarrad conteol of the assel, the Company continues 1o recognise tha fransfarred asset o
the extent of the Company's conlinuing invalvement. In that cass, the Company also recognises an
associated fabilty. The translerred assel and the associsled lisbifity are measursd on a basls that
reflects the rights and obligations that the Company has elained,

The Company assesses, at vach reporling date, whether thers Is oblective avidence that & Hinancial assel
or a Company of financial assels s impaired. An impeirment exista i one or more evenis that has
oceurrad since the inltial recognition of the asset {an incurred ‘loss svent’), has an impast an the
estimated future cash flows of the linanclal asse! or the Company of financial assets that can be reliably
astimated, Evidence of Impairment may Include indications that the deblors or a Company of deblors Is
sxperiencing significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptey or othar financial reorganisation and observable data indicaling
that thers Is a measurable decreass in the estimaled liture cash fiows, such as changes in amrears or
gconomic conditions that correlate with delaulls,
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ROMPETHOL BAFINARE 8.A.

NOTES TO THE FINANCIAL STATEMENTS

For financisl exercise ending on 30 June 2017

{All amounis axpressed in Lei "RONT, unless otherwiss specified)

2. SUMBIARY OF SIGNIFICANT ACCOUNTING POLICIES (continuad)
g} Property plant end equipment

When assels are sold or disposed of, their cost and related accurmulated depreciation ara removed and
any income or loss resulting from their output Is Included in the profit or loss accound,

- Tha inftlal cost of propesty, plant and equipment comprises #s purchese price, Including custom duties
and non-refundable purchase taxes and any costs directly atiributabla 1o bringing the ssset 1o the location
and the condition necessary for oparation, Expanses incurred after commissioning of the asset, such as
mpairs and maintenance costs are recorded in the ncoms profit and logs account In the period in which
the costs ocourred. In situations whers |t can be demonstrated that expenses have increased the fulure
economic benafils obtained from the use of intangible asseis besides the slandard evaluation of iis
parformance, the expenditure Is capitatized as addidional costs ol the tangible assals.

Assets in progress represent installations and bulldings in construction and are prasentad at cosl, less
any knpairmaent losses. This includes the cost of construction and othar direct costs. Depraciation of thess
assets and the others is registered starling with the dale when they are ready (o be ussd for the aclivily
they are intended.

Buildings and other constructions 10 - B0 years
Tanks 20 - 30 years
Taools and other technologieal squipment 3 - 20 years
Vehicles 5 ysars
- Furniture and office equipment 3 - 10 years
Computers 3 years

Assels purchased under finance leases ars recorded In the slatement of finencial posiiion and
dapreciated over their expected uselul lives on the same basls as owned assels, or whars shorier the
fanm of the relevant jease,

h} Intangible assels

Intangible assels are measured inilally at cost, Intangible assels are recognized ¥ &t is probable that the
future sconomic banefits should be alirbuiable to the asset and fow o the enterprise and i the cost of
he asset can be measurad reliably. After tnltial recognition, intangible assels are moasured at cost less
accumulated amerization and any sceumulaled impairment losses, Intangible assels are amordized ona
straight-ling basis over the best estimate of their useful lives:

intangible assets conslst of sofiware and ficenses and are amortized on a straight-line basis over 3- 5
years, respactivaly 24-25 years for the licensas for transmission of technological data from the plant fo
the Rafinery command cantre,

Development cosls for specilic projects which are reasonably anflcipaied to be recovered thiough
commercial activity as well as expendilure on acquired computer software licenses nre capitalized and
amoriized using the straight<line method over their useiud lives, generally 3 years. Tha carrying amount of
sach intangible asset is reviswad annually and adjusted for Impalrment where i is considered necessary,
External and intemnal costs specifically sssociated with the maintenance of already sxisting computar
soflware programs are expensed as incurred.

i} Financlsl sasets

Financial assels represent long-term sirategic Investments and are sialed al historcal cost, less any
adjusiments impalement caused by a diminished value. The main Indicstors considered for the
identification of impairment ara current and anlicipated results of the company In question, In the conlext
of the industry in which i operales.

Further detalls on financial assels are provided in Note 8.
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ROMPETROL RAFINARE S.A,

NOTES TO THE FINANCIAL STATEMENTS

For financisl exsrcise anding on 30 June 2017

{All amounts expressad in Lol (“"BON"), unfess otherwise specifisd)

2. SUF&I\MR‘{ OF SIGNIFICANT ACCOUNTING POLICIES (continued)
1} tmpsirment of non-financial assets

At each reporting date the Company reviews the carrying amounts of ils property, plant and equipment
and intangible assels fo delerming whather there is any indication that those assets have suffared an
impairment foss, f any such indication exists, the recoverable amount of the assel is estimated In order to
determing tha axtent of the impairment loss {if any). Whers it is not possible to estimate the recovarable
amount of an individual ssset, the Company estimates the recoverable amount of the cash-generating
unit to which the respective assel belongs,

The recoverable amount is the higher of fair valus less cosis lo sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using & pre-tax discount rate
that raflecls current market assessmaents of time valus of money and rsks specific to the asset for which
the astimates of fulure cash Hlows have not been adiusied,

I the recoverabls amount of an asset (or cash-generating unit) is estimated to be less than its carmying
amouny, the canying amount of the assels {or cash-generating unit} Is reduced to is recoverable amount.
Impaimnant losses are recognized as an expense Immediately, unisss the relevant asset Is stated at
revalusd amound in which case the impairment loss is treated as a revaluation decrease.

When an Impalrment loss subsequently reverses, the carrying amount of the asset (cash-genarating unit)
Is increased 1o the revised estimate of its recoverable amount, but so that the increased carrving amount
dees not exceed the carrying amount that would have been determined had no impalment oss been
recognized for the asset {(cash-generating unif} in prior years, A reversal of an impalrment loss is
recognized as income Immediataly, unless the relevant asset is cared at a revalued amount, In which
case the raversal of the impairment loss is reatad as 2 revaluation inorease.

k) PFrovisions

Provisions are recognized when the Company has a present obligation {legal or constructive) as a result
of a past event, it is probable that an outilow of resources embodying economic benefits will be required
to settle the obligation and & reliable sstimate can be made of the amount of the obligation. Where the
Company expecls some or all of a provision {o be reimbursed, the reimbursement is recognized as a
separale assel, but only when the reimbursement Is virually cerain. The expense related to any
provision is presentad in the Income statement net of any reimbursemant. i the eifect of the time value of
money s malerial, provisions are discounted using a current pre-tax rate that reflects, whare appropriate,
the rigka specific to the liabllity, When discounting is used, the intrease In the provision due io the
passags of ime is recognized as s finance cost.

Provisions are not recognized for fulure operating losses.

Pravisions ars measurad at the presant value of management's best estimate of the sxpendilure required
to setlie the present obfigation at the reporting date. The discount rate used {o datermine the present
value reflects current market assessments of the time value of maney and the risks specific to the liabiity,

Environmental liabiliting

Environmental expendilure that relates to current or fulure revenues is sxpensed or capltalized as
appropriate. Expenditure that refates to an existing condition caused by past oparations and that does not
contribute to currant or future sarnings is recorded in the profit and loss account.

The Company has an environmental policy which cumplies with existing legisiation and complias with any
obligations resulting from #ts environmental and operationat censes. In order to comply with all rules and
regulations the Company has set up & moniloing system In accordance with the requirements of the
relevant authoritiss, Furthemmore, investment plans are adjusted o reflect any known fulure
environmental reguirements, The above mentioned expenses are ssltimaled based on the relevant
anvironmental studies,
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ROMPETROL RAFINARE 5.4,

ROTES TO THE FINANCIAL STATEMENTS

For financial exercise ending on 34 June 2017

{All prosunts exprassed in Lel ("RON"), unlass otherwise specifiad)

2, SUNARY OF SIGNIFICANT ACQOUNTING POLICIES {continued)

Lisbifities for anvironmental remediation costs are recognized whan environmental assessmants or clean-
ups are probable and the associated costs can be rzasonably estimated. Generally, the timing of these
provisions goincides with the commitment 1o a formal plan of action or, § sarlier, on divestment or on
closure of inactiva sites,

i} Inventaries

Inventories, including workineprocess are stated at the lower of cost and net reslizable valus, Net
realizable value is the salling price In the ordinary course of business, less the cosis of complation,
marketing and distribution.

Cost comprisas the scquisilion cost and other costs thal have been Incured in bringing the inventares in
thalr present location and condition and is determdned by welghted average mathod for all the invenlories,

m} Recalvables

Trade recelvebles are recognized initially at falr value and subsequenily measured al amortized cost
using tha sfective Interest method, less provision for impaimment. An aliowance for impairment of trade
receivables is established when thera is objective evidence that the Company will not collest gl amounts
due according lo the ariginal terms of the receivables, Slgnilicant financial ditficullies of the deblor,
probability that the debtor will enter bankrupioy or financia! recrganization and defaull or dellnquancy in
payments ars considerad indiealors the receivable must be impaired, The amount of the allowance is the
difference bstween the assel’s carrying amount and the present value of astimated fulure cash flow
discounted at the effective interest mia.

u} Cash and cash equivalents

Cash includes cash on hand, cash with banks and checks I course of being cashed. Cash equivalents
are shorb-lerm, highly liguid investments thal are readily convertible lo known amounts of cash with
remaining three months or less to maturity from the date of acquisition and that are subject o an
insignificant sk of change in value.

o} Rasognltion of revenues

Ravenus comprises the fair value of the sale of goods and services, net of value-addad tax end any
axcise dutles and other salss laxes, rebates and sales discounts. Revenus is recognized to the extent
that it is probable that the economic benelits will flow o the Company and the revenue can be reliably
measured, The Company assesses lis revenue arrangements ageinst specilic coritera In order o
determine i # s acting as principal or agent. The Company has concluded that it s scting as a principal in
all of its concluded amangaments.

The following specilic recognition criteria must be mel before revenue is recognized, ¥ the entity:
e has primary responsibifity for providing the goods or services;
» has inveniory risk;
e has diszeetion in establishing prices:
e basrs the credit dsl.

in addition;
= Sales of goods are recognized when dalivery has laken place and transfer of significant risks and
rewards has been completad.

= Pevenug from renderng transporalion services and olher services is recognized whan servicas
are rendered.

irterest income is recognized on a time-portion basls using the sifective interest method.

Dividend incomea from invesiments is recognized when the shareholders' righls (o recsive payment
havs hesn established.
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ROMPETROL BAFINARE 8.4,

NOTES TO THE FINANCIAL STATEMENTS

For financial exercise ending on 30 June 2017

(Al amounis sxpressed in Lel (*RONT), urdess otherwise specified)

2. SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES {continuad)
b} interest bearing loans

All loans are Initially recognized at the falr value of the considemtion received less directly atiributable
transaction costs. Afier initial recognition, inlerest bearing lnans ate subsequently measured at amortized
cost, using the effective Interest method.

Gains and losses are recognized In the income slatement when the Habililes are derecognized as well
through the amaortization process.,

Borrowing costs dirsclly sliribulable to the acquisition, construction or production of an asset that
necessarnly takes a substantial pardod of time to get ready for s intended use or sale are caplializad as
part of the cost of the respective assats. All the othar cosls are expensed in the perind they ooour,
Borrawing cosis consists of interest and other cost that an entity incurs In connection with the borrowing
of funds.

a} Retiremant beneflt cosis

Paymenis mads o state - managed refirement benefit schemas are dealt with as defined contribution
plans where the Company pays fixed contributions into the stale-managed fund and has no fegal or
corsiructive obligation to pay further contributions #f the fund doss not hold sufficient asssis to pay afl
employes benelits relating to employes sarvice in the curent and prior period. The contributions are
charged as an expense in the sama period when the employse service was rendered.

Under colleclive labour agreements, the amployess are eniitled to specified refirament banefits, payable
on reframent, if they are employed with the Company al the date of their retirement. Thase amounis are
estimated as of the reporiing date, based on the following informations: applicable benefits provided In
the agreement; tha number of employees in the Company and the actuarial estimates of the fulure loans,
The defined benefit liabillty as of reporiing date comprises the prasent value of the defined bensfit
obfigation with the related service cost charged 0 the profit and loss account. All actuarial galns and
losses are fully recognised in other comprehensive income items in the perlod in which they eceur for all
defined benafit plans. Aciuarial gains and losses recognized In other comprehensive Income are
preseried in the stalement of comprahensive incoma.

The Company has no other labilities with respect fo fulure pensions, health plans and other costs forits
smployess.

¥} Taxes
- Currant income lax

Current Income {ax assels and liabilities for the current and prior periods are measured at the amount
axpected to ba recoverad from or peid to the taxation authorities. The tax rales and lax laws used to
compute the amount are those that are enacled or substantively enacied, by the reporting dafe, In the
couniries whare the Company operates and gensrates faxable income.

Current income tax relating 1o Rems recognized directly in equity is recognized In equily and not In the
incoma statement, Management periodically evaluales positions taken In the {ax ralums with respect to
situations In which applicable tax regulations ars subject o inferpretation and establishes provisions
whare appropriate,

« Deferred tax

Delerrad tax Is provided using the labllity method on temporary differences at the reporing dale between
the tax bases of assels and Habllitiss and their carrving amounts for financial reparding pumposes.
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RUNMPETROL RAFINARE B.A,

NOTES TO THE FINANCIAL STATEMENTS

For finsncial exercise ending on 30 June 2017

(All amounis sxpressad in Lei ("RON'), unless otherwise specified)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Delercad tax lisbliities are recognized for all taxable {emporary ditlerences, excepl:

s Whare the delerred tax liability arises from the Initial recogaition of goodwill or of an assst or liability in
a transaction that Is not a business combinatlon and, at the lims of the transaction, affects neithar the
accounting profit nor 1axable profit or logs;

= n respect of taxable lemporary differsnces assoclaled with investmants in subsidiaries, associales
and interests In joint ventures, where the fiming of the raversal of the lemporary differences can be
cordrolied and # is probable that the lemporary differences will not reverse in the {oreseesable future,

Deferred tax assets are recognized for all deductible temporary differences, carry forward of unused tax
gradits and unused {ax losses, o the extent that it iz probable that taxable profit will be available against
which the deductibls temporary differences, and the carry forward of unused lax credits and unused {ax
{osses can be ulliized axcept:

« Whare the deferred tax assat relating to the deductible temporary difference arises from the initlal
recognition of an asset or liabllity in g transaction that is not a business combination and, at the tima of
the transaction, alfects neither the accounting profil nor taxable grolil.

« [n respect of deductible temporary differences associated with investmenis In subsidiares, associales
and interests in jolrt ventures, deferred tax assels ars recognized only {o the exent that i is probable
that the temporary differences will revarss in the foresesable fulure and {axable profit will be available
against which the lemporary ditferences can be ulilized.

Tha carrying amount of deferred tax assels is reviewed at each repording date and reduced 1o the extent
that it is no longer probable that suflicient taxable profit will be avallable {o allow all or part of the delerrad
tax asse! io be ytilized. Unrecognized delerred tax assels are reassessed al each reporting dale and are
recognized to the sxient that it has become probable that fulurs taxable profits will allow the delerred lax
assat {0 be recovered,

Delared tax zssels and lHabllilies are measured at thg tax rates that are expecied to apply In the year
when the assel is realized or the Habilily Is seliled, Dased on lax rates {and tax laws} that have been
enacted or substantively enacted untit the end of the repording period.

Delered tax relating o lems rscognized oulside profit or loss account is recognized oulslde pmfnt or loss
aecount. Deferrad tax Hems are recognized in corrslation to the underlving transaction efther in sther
comprehensive Income or diractly in sgully.

Deferred tax assels and deferred fax fiabiliies are offsat, if a ingally anforceable right exists to g8l off
current tax assels against current income lax abilities and the delerrad iaxes relate to the same taxabls
entity and the same taxation authorily.

Dafarred tax Habiliffes are rocognised for taxable temporary diflerencas arising on investmenis in
subsidiaries, except where the Company is able fo conlrol the reversal of the lemposary difference and it
is probable that tha temporary differsnce will not reverse in the loreseaable luture,

- Ssles {revenues) related tax

Revenues, expensas and assels are recognized net of the amount of sales tax except;

e Whars the salss lax incurred on a purchase of assels or services Is not recoverable from the taxalion
authorly, In which case the sales tax is recognized as padt of the cost of acquisition of the assat oray
part of the expense item as applicable;

s Receivables and payables that are sialed with the amount of salss lax Included.

The net amount of sales tax recoverable from, or payabls to, the taxation suthorily is included as part of
receivables or payables in the statement of financlal position.
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ROMPETROL RAFINARE S.A,

NOTES TO THE FINANCIAL STATEMENTS

For financisl exercise ending on 30 June 2017

(Al amounts sxpressed in Lei ("RON, unless otherwise specilisd)

2. BUMMARY OF BIGNIFICANT ACCOUNTING POLICIES feontinuad)
8} Dividends

Dividends are recordad in the vear in which thay arg approved by the sharsholders.

1) Emlasion rights

The Company relining and petrochaemicals operations are allocated CO2 emission rights quota.

The Company accounts for the Hebifily for these emissions using net fiability method. The lability is
recognized only at & point where the aclual emisslons excesd the guola allocated 1o the respective
companies,

u} Forelgn Currency Transactions

For the purpose of preparing these Financlal Statements, in accordance with the requiramants of the
Romanian law, the Company's funclional currency is the Romanian ley (RON)

The exchange rates RONAISD and RON/EUR are the following:

F1 Decamber
Currancy 30 June 2017 2018
RONAISD 3.9915 4.3033
RON/EUR 4.5538 4.8411

The Company translates its transactions and balances in foreign currancy, in the functional currency by
applying the exchange rate between the functions! currency and the {oreign currency at the date of
transaction.

Exchange rate differances arising on the settlement of monstary assets and liabiliies or on reporting
them al rales differant from those at which they were initlally racorded during the perdod or reporied in the
previous linancial siatements are recognized in the consolidated Income statement In the period thay
arise,

v} Derivative financlal instrumants

Tha Company eniers Into contracts to purchass and ssil crude oll and ol products and sales rafined
products and other products at fulure delivery dales, These conlracts expose the Company primarily to
commodity risks of changes in fair value of crude olf and relaled ofl pradusts, The Company also uses
financial Instruments {primarily Options, Swaps and forwards) lo hedge ils risks associated with the
fluctuation of {oreign exchange,

For loreign exchange relaled derivatives, the Company tresls the unrealized part as Derivative Financlal

Asset/Liability in the statemant of financial position with corresponding Impact on financial charges, The

use of financlal derivatives Is governed by the Company's policies approved by tha Board of Directors,
" which provide wrillen principles on the use of financial derivatives.

The Company detarmines gainfluss on & nst basis based on the dally open positions,

Darivative financlal instruments are initially measured 2t {alr value on the contmaot date and are re-
measured to fair value at subsequent reporing dates,
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ROMPETROL RAFINARE S.A.

NOTES TO THE FINANCIAL STATEMENTS

For financial exercise ending on 30 June 28017

{All amourds expressad in Lel PRON'), unless otherwise specified)

2. BUMMARY OF BIGNIFICANT ACCOUNTING POLICIES (continued)

Changes in 8l value of derdvative tingnclal instruments that are designated and sHlective as hedges of
future cash flows are recognized directly in equity and the inelfective portion is recognlzed immedialely in
the profit or loss account of the pariod,

The Company's policy with respect to hedging forecasiad transactions is lo designate # as g cash flow
hedge. #f the cash How hedge of & forecasted transaction resulis In the recognliion of an assel or &
Hability, then at the fime the assel or labllity is recognized, the assoclated gaing or Josses on the
darivative that had previously been recognized in equily are included in the inilial measurement of the
assel or fisbilty. For hedges thal do not rasudl in the recognition of an ssset or lability, amounis
praviously recognized as equity are recognized in the profil or loss account of the period {or which the
hedged items have been racognized as proflt or loss,

Changes In the {air valus of dervative financial instruments that do not qualify Tor hedge accounting are
recognized in paniod profit or loss In the period related 1o these transactions,

For the future contracts {both purchase and sales conlracts) used o hedge price risk of raw matedal, the
realised and unrealised gainsfosses are included In the cost of sales for the respactive period (see Note
16}).

w} Contingencies

Contingert Habilifes are nol recognized In the financial slatements. They are disclosed unless the
possibility of an outfiow of resources ambodying economic benalils Is remote.

A contingent assat is not recognized In the linancial statements but disclosed when an inflow of sconomic
benaiits is probable.

a1



ROMPETROL RAFINARE S.A,

NOTES TO THE FINANCIAL STATEMENTS
For financls! exercise ending on 30 June 2017
{All amounts exprassed in Lai ("RON’), unlgss otherwise specified)

3. INTANGIBLE ASSETS

Cost
Opening balance as of
Janusry 1, 2016

Additions
Disposals

Translers®
Closing balance as of December
31,2018

Additions

Teanslers®

Closing balance as of June 30,
2017

Accumuiated amortization
Opening balance gs of
January 1, 2016

Chargs for the year

Accumulated amortization

of disposals

Closing balance as of December
1, 2018

Charge for the year

Closing balanze as of June 306,
2017

Nat book valus

&g of December 31, 2016

As of Juns 30, 2017

Softwaref

Intangibles

Licenses Other in progress Total
45,794,808 150,123 - 45,844,931
124,484 . §.441,382 6565876
49,548 - - 43,548
45,960,850 150,123 5441382 52,560,355
134,683 - 219,403 354,086
46,103,543 180,123 8,660,785 52,914,451
(32,602,137} {12510 - {32814,647)
3,170,817} {50.041) - {3.220,858)
{35 772,854) {62,551} - {36,835,508)
{1,440,428} (25,0201 - {1,465,448}
{37.213.378) {87,571} - {37,300,981)
10,185 896 87,572 5441382 16,724,850
8,830,164 52,552 §,660,785 19,813,500

*} includes iransfars from tangbilz assals in progeess, transfers in infangils assols, reclassificalions fo other categories and other

adiustments.

Major part of Other” iIntangible assels refer to dovelopment expenses.

4. GOODWILL

The goodwill ampunting to BON 182,720 represents fractions of the trads funds of the companies
Hompetrol 8.4, Rompelrol Downstream S.F.L. and Rompetirol Wall Services §.A., folfowing purchase of
sharas from these companias in Rom 0§ S.A,
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ROMPBETROL RAFINARE B.A.
NOTES TO THE FINANCIAL STATEMENTS
For financial exercise ending on 30 Juns 2017

(Al armounts exprassed in Lel {"RON7), unless oiharwise specified)

5. PROPERTY, PLANT AND EQUIPMENT

Cost or valustion

Az of January 1, 2016

Acquisitions

Translers from CIF

Disposals

Transters and raclassifications”
of De: v 31

Acquizitions

Transiers rom CIP

&s of June 30, 2017

Accumuieted depreciation &
impairment

Az of January 1, 2018
Charge for the year
Accumdated depreciation

of disposals

Transters and reclassifications*
As of Decumber 31, 2018 _
Charge for the yaar

As of June 30, 2017

Hat book value as of Decamber

41, 28

Het book value a3 of June 30,
2017

Land and Pient and Fumiture  Construction
bulldings sguloment snd others  [n prouress
2 85,87 3.338,765,162 12154340 133,760

. 3,108,595 B3.411 144,005,048

13,385,972 33,766,626 4564 (47,167,162}

- {27,786,401) * -

- 3,467 - {83,917}
2,059.481.648  3,348.858449 12247315 181817727
- 207171 26,068  109,626911

16,088,518 21,188,525 1.479.802  {38.773,224)
2,075,580,266 3,372,118764 13753283 232771414
{8292.507.088) (14153328387 (5483.834)  {3,171.485)
{61,869.521)  (216.008,646) BB071Y) -

“ 27,788.401 - -

- {3,467} . .
{851,575.578] {1.603,558,548) 144,605 i3,171.485)
(26,425,528} {104,608,389) {356,129) -
{678,002108) 1708365036} (5500733}  (3,171485}
3.107.805070 1,745.205.801 §.102.710 158,746,242
1087578158  1,683.853,728 7,282,550 2258804999

Tolal

5.453,138.538
147,202,051
(27,786,401)
{50,450}
5582505139
111,724,768
(6,180)

5,644 red

{2,323.585 372

(268,638,878}
27,786,401
{3,487}

{2.564,.451.316)

(131,388,047

85,839,362

3.018.053.823
2,898,384 368

*} inciuties ransfers from langible Bssels in progress, ransfers in Intangible assels, reclyesifications fo vther categorias and othar

auffustnents,
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ROMPETROL RAFINARE 8.4,

NOTES TO THE FINANCIAL STATEMENTS

For financis! exercise ending on 30 June 2017

(Al amounts sxpressed in Lel (*BON'Y, unlass otharwise specified)

5. PROPERTY, PLANT AND EQUIPMENT {continued)
- impalrment
No depreciation was recorded in the 1 Semaester of 2017,
« Constructon In progress

In the 1 Semester of 2017, the significant contribution 1o the lotal acquisitions of assels in progrese is
reprasented by the capital maintenance project *Refinery Shutdown 2017° (about RON 81 million) carried
out in ordar {o ensure a high level of salely of the operating squipment and the ISCIR projecis within of
the two relineries (approxdimately RON 22 million).

In 2016 out of tha Company lolal acquisitions for construction in progress the most significant refers to
the following projects: Refinery speciic optimization programs amounting to BON 31.5 milion, 1SCIR
authorisations amounting 1o RON 21 million, Tank rehabilitation amounting to RON 17.4 miliion and
Refinery 2017 umaround amouniing to RON 12.8 miflion,

in 2016 the main projecls remalning In construction in progress referes to the [oflowing: Tank
rehabilitalion amounting to RON 32.8 million, ISCIR authorisations amounting lo RON 21 million, Refinery
2018 specific opimization programs amounting to RON 24,15 million and Refinery 2017 tumaround
amaunting to RON 12.4 miflion. Pan of these projects hava been transferred to other property, plant and
equipment calegories,

- Disposal

in 2018, the amount of RON 27.8 milion disposed assels, refers 1o replacement of used catalysis for
MHC unit {Mild hydrocracking).

- Capitalizetion of horrowing costs

The Company finances is aclivities inclusively ihmvgh loans and the cost of debt for the acquisition of
assals is capilalized in the cost of the asset, when specific loans have been oblainad {investment). In the
year ended as at 31 December 2016 the inferast was not capitalised.

-~ Fixed assels piedged
The company pledged assels nel amounting 1o RON 842,074,849 (2016: RON 984,474,779, as lollows:

e gusraniees in favour of banks: RON 688,128,214 (2018: RON 720,548,301);
v guarantees in favour of ANAF: RON 242,848,735 (2016: RON 263,825,478,

I 2010 it was established by ANAF a distraint on afl fixed assets and Investments and on the equity as
well as on the shares, amounting to RON 1,885,020,085 In favour of the Flomanian state (represented by
ANAF). On these tilles there was sal up & rank 2 guarantes In favour of KMG intemational NV,

On the guaraniees in favour of ANAF, on Septamber 10, 2010, ANAF has established a distraint on the
invastments held by the Company in its subsidiaries and on the movable and immovable asseis of the
Company, except inveniories, The distraint is based on aricle 129 of the Fiscal Procedure Code and the
main result Is that the Company cannot sell / transler the assels under distraint,

According with the Memorandum of Understanding signed with the Romanian State and approved by
Government Decision no. 35/2014, ANAF should remove and revoke the distraint estsblished on 10
September 2010,

On @ May 2016, Rompetrol Bafinare SA was notified that il was included as a civit responsible party ina
file under investigation by DHCOT. Alse, on the same date, the movable and immovable assets of
Rompetrol Rafinare SA, as well as all the participations in companies across the country, wers disirained,

On June 30™, 2017 no enforcement process has been made,
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ROMPETROL RAFINARE B.A,

NOTES TG THE FINANCIAL STATEMENTS

For financia! exargise ending on 30 Juns 2017

{AH arnounts sxprassed n Lel (RONT, unless otherwise specified)

§. FINANCIAL ASSETS

30 June 2017

31 December 2015

fnvestments in subsidizres 1,628,020,055

1,828,020,085

Totul 1,628,020,085

1,629,020,055

fnvestmants In subsidiaries

Detalls regarding subsidiaries al 30 June 2017 and 31 December 2018 are as {ollows:

Ownership st Eslancs ag gt
Ownershipat 31 Decernber  Balancessat 31 December
Range of activity 30 June 2047 2018 38 Jurwe 2017 2018

Rompetmi Fued sales
Downstroam S.H.L. 69,89% 99,59%  1,080,406,087  1,090.408.067
Rompebrol Patrochemicals
Patrochamicals
8L 100,00% 100.00% 311,898,208 311,698,285
Rom O B.A, Raniaf services 99,98% 898,99% 191,216,660 191.216,680
Rompatrol Logistics  Logisties eperations
8.H4L 68,19% 66,19% 24,348,123 24,349,123
Hompetrol Guality  Quality Control Services
Controt 8L, for ot producis 70.81% 7091% 11,345,810 11,348,810
Total of squity
investments 1,626,020088 1,828020,068

7. INVENTORIES, NET

dune 30, 2017

December 31, 2018

Cruds oif and other feedstock materials 357,863,807 451,524,828
Firished products 224,370,308 208,334,771
Work in progress 115,889,589 120,877,712
Spare parts 51,680,275 52,567,514
Qther cansumables 18,782,748 21530603
Merchandises 3,157,360 BS5,808
Other Inventoriss 3,575,858 3,518,225
invenionies reserve 2,007,187 {24 103 284}
Total 724,322 835 816,627,178

The inventories of linished goods comprise mainly petrolaum products,
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ROMPETROL BAFINARE 5.4,

NOTES TO THE FINANCIAL STATEMENTS

Far finenclal exercise ending on 30 June 2017

(AR amounis exprassed in Lef (*RONT), unfess otherwise specifiad)

7. INVERTORIES, NET {continusd)

The movement of the provision for invantories in 1% Semester 2017 and In year 2016 Is presented balow;

Jdune 30, 20117 Decomber 31, 2016
Fleserve at the baginning of the year {44,103.284) {83,913,483)
Acerusd pravision {10,438,158} {22,315,808)
Writa off - {1,524,350)
Faeversel provision Inventories reserve 2,532,255 43,651,468
Hesarve at the end of the period (52,007,187} {44,103.284)

The provisions for inveniories represent provisions for the net realizable value.
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ROMPETROL RAFINARE 8.4,
HOTES TO THE FINANCIAL STATEMBNTS
For financial exsrcise snding on 30 June 2017

{All amounts axpressad in Lal (“RON", unlass otherwise spacified}

8. THADE ARD OTHER RECEIVABLES, RET

June 30, 2047

December 31, 2018

Trate receivables 1,088,523,848 741,197,413
Advances {o supplisrs 11,219,773 21,679,837
Sundry debtors 122,128,447 119,182,205
VAT io be recovered 154,006 120,162
Olher receivables 77,838,021 99,387,358
Heserve {or bad and doubtful debls {81,175 648} {82,200,854)
Total 1,238.080.638 1,818,628 207

The balances with affiiated parties are presented in Note 22, The movament of provision is presented in

Nots 18,

Tha movament of adjustments for degraciation of trade raceivables is as follows:

ne 30,2017 December 31,2018

Balance at the beginning of the year {62 290 869} {62,021.252}
impaimment losses recognized on
racgivables - {157,280
impalrmant losses reversed - 444,878
Translation differences 1,115 292 {858 508}
Balanies st the end of the parind (61,175,648 {82 200 B8Oy
At 30 June 2017 the analysis of receivables maturily dates Is as follows:
Past due bul not impalred
Hoither
past due
not 6080 80-120
Total impalred  1-30days  30-80 days  days days 120 days
30 June
2017 1,033884,018 681,430,834 26,847,648 16105874 400,668 (293,848} 308,302,540
31
December

2016 784,442,261 402,082,072 28,548,971 18,438,822 1084070

35,318 334,160,008
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ROMPETROL BAFINAKE 5.4,
NOTES TO THE FINANCIAL STATEMENTS
For financial exerclise ending on 30 June 2017

{Alf amounts axpressed in Lal PRONT), unipss otherwiss specifisd}

8. TRADE AND OTHER RECEIVABLES (continued)

Trade receivables are nol bearing interest and become malure at 30-80 days.

AL 30 June 2017, the trade recaivables al the indtial value of RON 55.6 milion (2018 HON 58,75 million)
have besn considered uncetaln and provisioned, The movement ol the receivabls provision Is to be

found below:

At January 1, 2018

Value adjusiments for impairment of receivables
Reversed provisions

Exchange rate difference

At Decamber 31, 2016

Value adjustmants for impairment of raceivables
Reversad provisions

Exchange e difference

At Juns 30, 2047

9, CASH AND CASH EQUIVALENTS

Collectively
impalred

{56,486,246)
(157,280}
444,879
(556,5086)

{56,755,153)

1,115,222
(55,639,930}

dune 30, 2017

Cash at bank 7,574,307
Cash on hand 2293
Transiiory amounis -
Other cash equivalents 814,813
Total 8,391,419

Othar treasury values represent In the greatast pad checks 1o be cashed,

December 31, 2018
44,732,891

45 891,549
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ROMPETROL RAFINARE 8.4,

NOTES TO THE FINANCIAL STATEMENTS

For financial exarcise snding on 30 June 2017

{All amounts expressed in Lel {*RONT, unless otherwise specified)

10. OWN CAPITALS
0.1 SHARE CAPITAL

As at 30 June 2017 and 31 December 2048, the share capltal consisls in 44,108,2058,728 ordinary
shares, authorized, wholly issusd and paid up, with 2 nominal value of BON 0.1 per each share.

The shareholder structure at 30 June 2017 and 31 December 2018,

Statidory
Parcant held ameunts in

Shareholders {95} THON]

KME Infernational NV 48.11%  2,122,280,843
The Romanian Siate represented by The Ministry of Energy 44.70%  1.971,500,805
Rompetrol Financial Group 8.8.L. B.47% 288,408,308
Rompetrol Well Services 8.4, 0,08% 2,188,030 .
Fompstro! Rafinare 5.4, 0.01% 613,470
Githers {not Stale or KMGI Group) 0.66% 28,949 217
Totat 100% 4410920573

The tofal value of the Company's share capital remained unchanged In 19 Semester 2017 and i year
anis.

Following the Exraordinary General Meeting of Sharsholders of 30 Jung 2010, which approved tha
capital increase with up to BON 450 million, Rompetro! subscribed and paid a total of 3,294,514,188
shares {equivalerd of UBSD 100,282,279}, and minorily sharsholders have subsoribed and paid 3 total
number of 5,506 shares (LIBD 198), Thess sharas have been reglsterad with the Trade Register,

The procesds of the capllal incresse were used o partially redsem ths bonds held by the Romanlan
state.

After the Extraordinary General Maating of Shareholders on 30 Seplember 2018, the Company convaried
remaining unredesmed bonds Into shares in favowr of the Homanian State, resulling a tolal of
18,715,008,053 shares amounting to RON 1,871,500,805 (USD 627 .546,864).

Consaquently, the Romanian siate, through the Ministry of Financs owns 44.7% inthe Comparny.

102 SHARE PREWMIUM

The share premium is the resull of conversion of bonds inlo ardinary shares on 30 September 2010, In
favour of the Romanian Slals, represented by the Minislry of Finance, by the Emergency Ordinance
{EGO" 1182003 satified by Law BS/2005,

10,3 OTHEH RESERVES

“Othar reserves” includes the value of the hybrid loan in amount of RON 3,183 milion (USD 850 milfion).
From the loan granted by The Rompetrol Group NV, {zclual KMG Interpationat N.V.) the amount of USD
850 million was converted inlo 8 unsecured hybrid loan, repayvable In 81 years. The lan Is subordinated
to any present and fulure fiabilty of the company. A matusity the loan can be repsid In cash or fully, or
partially converied into shares. The inlerest rate for this loan Is 15% of the aggregate amount of the
company's annual EBIT {operational profif), and §t is compited and becomes payable # the below
conditions are mat cumulatively:

= Tha company records dusing the vear, a ael profit alter tax

s The company will be able to distribule dividends as per the Romanian law reguiremaents

The Company has booked during 19 Semester of 2017 unrealised gains refated to derivativa financlal
instruments In the “Other reserves® account n amount of RON 1,267,646,
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ROMPETROL RAFINARE 5.4

NOTES 7O THE FINANCIAL STATEMENTS

Far finsncial exerclse ending on 30 June 2017

(Al amounts expressed In Lef ("RON, unless otharwise spetified)

TLCOMMERCIAL LIABILITIES AND OTHER LIABILITIES

Jdisne 30, 2047

Trade payables 2,825,246,530
Advancas from cuslomers 78,081,858
VAT payabla 122,173,284
Special found tax for ol products 27,560,832
Taxas payable a8g
Employess and social obligations 7,790,808
Cther fiabilities 535,181,083
Total 3,898,044 656

Becember 31, 2018

3,185,820,002
85,087,002
117,181,483
27,580,832
15,870
8,128,681
356,448,532

3780362 602

The Company has @ cash pooling agreement In place in order 1o implement g cash balance optimisation
system, where KMG Rompstrol S.R.L. s “Coordinating Company”, and the group companies arg

participating companias.

Thw cash pooling debt amounts to RON 528,21 million {2016 BON 333.83 million} and is recognised in

“othar debis”.
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ROMPETROL RAFINARE 8.4

NOTES TO THE FINANCIAL STATEMENTS

For financial exercise ending on 30 June 2017

{All amounts exprassed in Lei ("RONY), unless otherwise specifiad)

12, BHORT-TERM LOANS

Short-tenm loan from relsted parties:

KMG international NV,

Shor-derm credit facllity for working caplial needs, amounting to a
maximurm of USD 250 million, USD 50 million due on December 31, 2017
and USD 200 million refunded upon request; guarantees: assignment of
receivables, pledge on holdings in Rompeirol Logistics, Rompatrol
Patrochemicals SRL, Rompetrol Downstream SRL, Romoll; pledge on
bank accounis, The undrawn amount as al Juns 30, 2018 is in amount ol
USD 83,18 milion.

Rompelrol Well Services
Shart-term facility for working capital needs in amount of up to RON 13
milion grantad to Rompetrol Balinare SA, maturity date - July 10, 2017,
The loan Is secured with a promissory note covering the debl. The
facility has been fully used.

Rompeirol Well Services
Short-term facllity for working capitat resds In amount of up 1o BON 7
million grantad {0 Rompetrol Rafinare 8A, maturity date - July 14, 2017,
The loan s secured with a promissory nolg covering the debl. The
tacility has baen fully used,

Reampetral Well Services
Short-termn facility for working capiial needs in amount of up to RON 3.1
million granted o Fompstro! Ralinare SA, maturily date - July 3, 2017,
The loan is socured with 2 promissory note covering the debl The
facility has baen fully used.

Rompetrol Well Services
Shori-term facility for working capiial needs in amount of up {o RON 11.2
milion granted lo Rompstrol Balinare SA, malurdly date - August 28,
2017, The loanis secured with 2 pramissory note covering the debl, The
{acility has been fully used,

Midia Marine Terminsl
Short-tarm {acility for working capitat nesds in amount of USD 7 million,
maturity date December 31, 2017, The facility has been fully used,

Rompetrol Financial Group SRL

Short-term facity for working capital neads in amount of USD 28.215
milion, maturity date December 31, 2017, The {acility has been fully
used,

Intprest due

31 December

30 June 2077 2018

665,831,945 843,734,704
13,000,000 13,600,000
7,000,000 7.000,000
3,100,000 3,100,000
11,200,000 11,200,000
27,840,500 30,123,100
115,000,000 115,000,000
16,513,872 42812627
859,686 316 1,068,970,431
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ROMPETROL RAFINARE 5.4,

NOTES TO THE FINANCIAL BTATEMENTS

For financial exercise ending on 30 June 2017

{All amounts exprassed in Leif ("RONT), unfess otharwise spegilied)

12, BHORT-TERM LOANS {continued)

Short-term bank loans

31 Becomber
3 ne 2017 2818
Bancpost 105,801,973 88,838,025

Rompeirol Rafinare 8.A.: Bevolving cradit ceiling on shost term oredit

facility of up to EUR 30 million, for working capital purposas, for lssug of

lettars of credit and Istiers of guarantes, Maturity date Is July 31, 3017,

guaraniss on the credit balances of all current accounts; Corporate

unconditional and irrevosable pusranise issued by KMG International;

morgage on the delayed coking unit; pledoe on machinery and

squinment; morlgage on real esiale land area of 30,380.96 m2;

assignment of righls from insurance compensation.

Banepost 498,788,481 10
Shortderm cradit lacility typs cash and non-cash amounting io EUR

27 861,880 for the current activity, lssuing letiers of credit and latters of

guaranies, due on 31 July 2017; guarantes on the cradit halances of all

currant aocounts; Comporale unconditional and leravocable guaranise

issued by KMG |; assignment of rights from insurance compensation;

mank mortgage on Installations: HOV = EUR 8.3 milllon; DAV = EUR

14,3 million; DERE =EUR 7.3 million; AFPE = EUR 16.08 million; GA

{31+ B3} = EUR 5.2 million; ON202 = EUR 5.7 million; warranty on

fand and bulidings - EUR 181,000; warranty on the eguipment; pledge

on movablg production assats EUR 16,9 milfion.

interast due 362,535 345,278

200,062 568 89,183,260

Syndicatad loan ~ through Unlcredit Bank as payer sgemt

U to USD 380 million loan facilily for repayment of existing loans,
current activily, issuing letters of credit and leters of guarantas,
conciuded by group companias {(Pompatrol Ralinare, Rompetrol
Bownstream SHL, KaxMunayGas Trading AG, KMG Rompetrol 8RL -
a3 horrowers and guarantors and -in KMG International NV as
guararior} with the following banks (UniCradit Bank SA, Ralftelsen
Bank SA, BOR B4, ING Bank NV - Bucharest Branch) and Unicredi
Bank AG, London Branch as agent. The facilily conslstinan up to
LISD 240 million principal granted for a 8-year period and an auxiliny
companent representing overdrafl loans of up lo USD 120 million for
a 1 year pariod, For the main componant the maturity is on Agil 23,
2018. The {ollowing morigages are set up to secure the boan: a) the
credit balances of all current accounis present and fuliere; b) the
rights of insurance compensation; ¢} inventories (Fropylens,
Ethylenne, PP, LDPE, HDPE, Bitlumen, Fuel O}, Jet FOB Mad,
Naphiha, n-hexane, ULBD FOB Med, White Spirit); ) receivables
from eligible commercial agreements - for al lsast B0% ofihe debis
assigned o notify the clients, 324,228,47 -

TOTAL §36,279,44 89,183,260

All the financial covenants applicable were compliad with as of June 30, 2017,
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ROMPETHOL RAFINARE 8.4,

ROTES TO THE FINANCIAL STATEMENTS

For financial exarclse ending on 30 June 2017

{All amounts expressed in Lal PRON', uniess otharwvise specified)

13, LONG-TERM LOANS

31 Becember
30 .June 2017 2016
Syndicated loan ~ through Unicredit Bank as payer agent
Up to USD 380 million loan faciity for repaymant of exsting loans,
current activity, issuing lelters of credit and letters of guarantes;
concluded by group companies (Rompatrol Ralinare, Rompetral
BPownstraam SRL, KazMunayGas Trading AG, KMG Hompetrol SRL -
as borrowars and guaraniors and -in KMG intemational NV as
guarantor) with the following barks (UniCredit Bank SA, Raiffeisen
Bank 54, BCR B4, ING Banl NV - Buchares! Branch} and Unicradit
Bank AG, London Branch as agent, The facility consistinanup lo
LB 240 million principal granted for a 3-year period and an auxiliary
component raprasenting ovardralt loans of up o USD 120 million for
a 1 year period, For the main component the maturily is on April 23,
2018, The iollowing mortgages are set up lo secure the loan: a) the
cradit balances of all current sccounis present and fulure; b) the
vghts of insurance compansation; ¢) invenlores {Propylens,
Ethylenne, PP, LDPE, HDPE, Bilumen, Fus! QF, Jel FOB Mad,
Naphiha, n-hexane, ULBD FOB Med, White Spirit); d) recelvables
from sligible commercial agreements - for at lsast 80% ofthe debis
assigned to notify tha clients, - 281,763,783

Al the end of Semester | 2017 the long-term credit no longer records balance dug to the reclassification of the
amounts {rom the Syndicated loan in the shor-tem loan, iaking into account that on 30,08.2017 the malurity
term {April 28, 2018) is lass than 1 vear .

4. PROVIBIONS

30 June 2017 31 Decomber 2018

Non - current provision 302,311,412 302,311,412
Total 362,311,412 202,311,412

The environmental provision for the Vega Refinery in amount of RON 272 million represents oblipations
ratatad o claaning of the oll sludge pools and resioration of contaminaled land. During 2018, an svaluation
report was issued by an Indepandent exper, evaluation report estimating the cosls associsled 1o the
technical methods io realize the remedialion action. Based on these preliminary cost estimates and the
astimaled complalion over a § year period, 3 discounted cash How cost astimale of RON 220 million has
besn providad by the Company.

I 2016 the value for the environmenial provision has been updated based on new tachninal assumplions
regarding the total valus of the greening costs, the discount rate and the impact resulling from the exchangs
sate diflerences, the movemeant of the year (increass) amounting to RON 524 millon. Currently is being
conducted prequalitication stage of suppliers and considedng the auction procass and negotisting the {inal
cantract is expecied 1o begin work on the ground in tha last guarer of 2017 / alest tist quarder of 2018, Alter
the remediation works will be coniraciad, 3 balter estimation of the cosls will be available and this will raflect
in 8017 financial statements.




ROMPETROL RAFINARE 8.4,

NOTES TO THE FINANCIAL STATEMENTS

For financial sxercise ending on 30 June 2017

(Al amounts expressed in Lel ["AON}, unless otherwise specifiad)

14, PROVISIONS (continued)

Retirament obligations provision « Undsr the collective labour agreements thal certain Group's enlities
have in force provided that, employees are entitied {o ceraln banelils thal are pavable on retirement, §f
the emplovess are emploved with the entilies at the date of thelr reliremant. These amounis ars
gstimated a5 of the reporiing date based on: the specific benefils provided In the agreement, the number
of amployees working within the company al date and actuarial assumplions on fulure Habilities. These
labilities are recorded at thelr falr values as of the reporing date. The relalsd service cost and Interest
expense are charged to period profit and loss, while all the actuadal gains and Iosses am fully recognized
in other comprehensive incoms in the period in which they ooour.

The charge for the year is Included in the salades expenses, respectively in the interest related to the
prodit and loss sccourt,

it Is estimated that there are no significant fabilities refating 1o the provisions that will arise in the naxt 12
mondhs,
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(Al armounls axpressed in Lei {AON’, unless othsrwise specified)

15, HREVENUES

Gross revenuss from the sals of finished ol

produclts

Revenues from other marchandisa sales
Bavanues from uliliies sold

Revanues from the sals other products
Revenues from rents and other services

Giross Revenues

Less sales laxes

Testal

16. COST OF SALES

Cruds ol and other raw materials
Consumables and other materials
iilitles

Stall nosty

Transporation

Maintenance

Insurance

Environmental sxpenses

Other

Cash prodection cost
Depreciation and amortization
Production costs

Less: Change In inveniories
Less: Own production of property, plant &
sauipment

Cost of pelroleum products trading
Cost of petrochemicals rading
Raalised (gainsifosses on dervatives

Total

January - June 2017

§,248,530,571
7.073,624
4,080,025

761,882
7,084,350

267,530,452
(1,538,513,708)

LS A16,743

January - June 2017

4,202,246,667
28,679,184
162,530,568
38,982,402
36,859
41,355,352
2,799,879
1,874,622
21,508,353

4,499,095,326
103,107,202
4,603,102,528
(16,751,315}

(7,057,692)

-

7,972,312
3,120,480
(1,043,595

R 3.3 . 7 M A 1

Jenuary - Juns 2016

5,847,713,847
3,311,207
4,141,170
271,638
7,101,488

5,962,539,347
(1,829,393,848)

= 2133,245.488

Janusry - June 2018

3,516,844,138
30,301,013
169,473,810
41,591,374
48,540
46,628,883
3,444,816
2,172,350
27,880,162

3,08,3683,084
| 126,147,610
3,964,530,694

(55,280,317}

(545,401}
3,433,505
2,961,514
(5,602,281)

e 2R A2L,704
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For financial exercise ending on 30 June 2017

{All amnounts exprassad in Lel CRON'), unless otherwise specified)

17.  SELLING, GENERAL AND ADMINISTRATIVE COSTS, INCLUDING LOGISTIC COSTS

SiaH cosls

Utilities

Transportation
Professional and consulting fees
Consumables

Marketing

Taxss

Communications
nsurance

{1 related expenditures
Environmantal expenses
Malntenance

Faes and penalties
Other expenses

Costs before depraciation
Depraciation and amortisation

Total

danuary - June 2017

14,856,617
4,628,815
20,566,228
26,982 256
1,356,558
308,211
1,721,647
33,682
1,878,704
3,035,830
5,445,358
8,650,554
4,175,881
12,650,808

108,708,780
28,748,202

PR - X <1 R 4

18. OTHER OPERATING (INCOME) / EXPENSES, NET

Provision for receivables, net

Provision for inveniores and wiite-off, nat

Oither, net
Tetal

Janusary - June 2017

7,903,803
17,171,013

SR, -1 £ 521 1

danusry - June 2018

8,848,176
3,835,801
18,152,339
26,958,677
788,674
121,428
2,780,213
31,893
1,003,748
3810424
4,348,308
&,610.800
8,039,647
8,422,678

24,556,803
12,156,845

) N AR

7 - June 2018

4,717
(16,621,208
{3,082,196)

= {19285.121)
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1%, FINANCIAL COST, FINANGE INCOME AND FOREIGN EXCHANGE

Finance cost

interest expense

interest expanse shareholders
Commission and other bank charges

Finanece ingome
Inerest incoma
Other financial incoms

Finance incomeflcost) net

Unreslized net loralgn exchange
iossasf{gains)

Realized net loreign exchange losses/{gaing)
Forelgn sychange (gein)/loss, net

Total

20, INCOME TAX

The incoms tax rale was 18% in 2017 and 2016.

DEFERRBED TAX

Yemporary diflarsnces
AsustLinbilly

Piant and equipment
Provisions
Fiscal loss

Total temporary differances (Assetiliabllity

Plant and sguipmeant

Provisions
Fiscal logs

Deffared tax {psusisWiability recognized

January - June 2017 January - June 2018
7,837,788 5,268,288
43,062,724 28,077,708
33,181,041 25,136,778
83,481,563 86,482 77
{38,070,422) {7,107 ,578)
{20,566} {2,167 248}
{38,090,588) 9,274,823}
45,370,575 51,207 850
{248,007 522} {26,805,623)
10,628,148 {30,458,703}
{237.378,373) {57.,305,326)
s 2007, 188} et 8,087,376}
Balancs at Hovemant Halance al Junae

denusry i, 2017 during the veur

381,884,741 -
{272,355,903} .
{1,8085,713,288) »

{1,646,084,455} .

81,117,558

{43.576,831} .
{288,914,442)

{271,373,514) .

28, 27

381,884,741
{272.355,803)
{1,805,713,298}

{1,606,084,458)

61,117,858
(43,578,831}
{268,914 442)

(271,373,514)
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20, INCOME TAX {continupd)

Contingencies related {o taxstion

The Romanian Governmant has s number of agencles thal are authorized o conduct audits (controls) of

Romanian companies as well as foreign companies doing business in Fomania. These controls are

similar in nature fo tax audits perfornmed by lax awthorities in many countries, but may extend not only fo
tax matiers but to other legal and regulatory matters in which the applicable agency may be interesied. In
addilion, the agencles conducting these conirols appaar 1o be subject to significantly less regulation and
the company under review appears (o have less practically safeguards than Is customary In many

couniries,

21, OPERATING SEGMENT INFORMATION

&} Business segmants

30 June 2017 Profit and [oss siatement

Rafining
Mt tumaver 4,353,348,812
Cost of sales {4,278,035,563)
Gross profit 115,313,348
Selling, gensaral and sdminisirative sypenses {115,210,993}
Othar operating revenves / expenses, net {25,074,918)
Operating profiif {loas) {25 972,560

Financlal expenses {83,451 583}

Financlal ravenues 38,080,888
Nat forsign sxchange gains / (losses} 237 378,373
Profitfloss} before Income tax 168,035,238
Deferrsd tax “
Net Profit / {Loss} 166,038,238
atit of which Depreclation and

amuoriization 107,246,483

Patrochamicals

335,667,834

{319,307,155)

24,380,876

(16,245,057}

5415,820

§,415,620

5,115,520

25,607,801

Tatal

4,728,016,743

{4.585,342,718)

138,674,028

{135,456,052)
{25,074,916)

{20,856,943)

(83,461,563
$8,080,588
3T IT8373

171,150,858

171,180,855

132,853,484
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21, OPERATING SEGMENT INFORMATION {continued)

30 Ju;ze 2016 Profit and loss sistement

Refinery Pelrochamicals Toisl
Net burnover 3766560338 366,585,181 4,133,145489
Cost of sates {3,578,845,382) {329,582.342) {(3,809.427,704)
Gross profit 188,714,875 37,002,818 BEITIT7ES
Selling, general and administrative expanses {82,387,783) {14,315,855)  {106,713,648}
Other operating revenues / expenses, not 18,785,121 - 19,785,121
Cperating profit{ioss) 114,082,314 22 686,954 136,768,268
Financlal expanses (60,482,778} - {E0,482,772}
Financial revenuas 89,274,823 - B274,823
Nat forsign exchangs galns / ffosses) §7,308.326 . 57,308,326
Frofit{loss) befors Income tax 120,178,681 22,688 8584 142,868,645
Dalarred tax . R .
Net Profit / (Loss} 120,179,891 22,666,854 142,866,645

out of which Deprsciation and smortization 111,114,858 27,188,502 136,304,455

8} Geographlcal ssgments

All the production {aoiiities of the Company are located in Romania. The following chart provides an
analysis of the net lumover of the Company depanding on ihe geographical markst

st Semester 2017 st Semester 2016

Romania 2,538,620,631 1,922,460,154
Europe 2,072,548,125 2,174,950,155
Asia : 86,929,313 24,803,104
Africa . .
America 30,868,674 10,932,086
Total 4,729.016,743 4,133.145.499
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{All armounts sxprassed in Lsi {(“RON, unless othsrwise specified)

22. RELATED PARTIES

The ultimate parent of the Company is the company “State holding enterprise on assels managemant
{Samruky” JEC, an entity with #ts headguariers in Kazakhstan, sntirely owned by the Kazakh Stats, The
redated parlies and the nature of miationship is presentad below:

Namae of the sffilisted sntity
KMG International NV,

Qitfield Exploration Business Solutions S.A.
Fominserv B.AL

KazMunayBas Trading AG

Fompetrol Well Services S.A,

Palplast 8.A

Rompelral Bulgara JBO

Intreprindarsa Mixta Rompetro! Moldova SA
Hompetrol Georgla LTD

Midia Marine Terminal 3.8.1.

Rompstrol Financlal Group S.R.L

Bynel 8AS

KMGE Rompstrol SRL

Byron Shipping Ltd

Byron Shipping B.R.L.

Rompeirol Albania Wholesals Sh.A,
Aompetrol Ukraine LYD

Forninserv Valvas laffo SRL

Naturs of the relation
Maljority sharsholdar

Cormpany held by KMG Intemational NV

Company held by KMG Inlemational NV

Company held by KM International NV

Company held by KMG Intemational NV

Company held by KMG International NV

Company held by KMG International NV

Company hekl by KM3 International NV

Company held by KMG International N.V

Company held by KMG Intemational NV

Company held by KMG International N.V

A company of Aompeirol France group, whers KMG
international N.V. owng 49%

Company held by KMG International N.V

Company held by KMG International N.V

Company held by KMG Intermational NV

Company held by KMG Intemational NV {n
Higuidation)

Company held by KMG international NV EMG
intlamational NV, owns 50%])

Company held by KMG Intemational NV

KAZMUNAYGAS ~ Enginserdng LLP  (former Company held by KMG intemational MLV

Horminserv Kazakhstan LLEC)
Uzina Termoelectrica Midia 8.4

Global Becurty Sysiam 8.A,
Hompelrol Downstream S.R.L.
Hormpatro! Peirochemicals S.R.L.
Fom Qi B.A

Rompstrol Logisties &.H.L.
Hompatrol Quality Control 5.8.L.
Hompstrol Gas B HL.

Bynefl Espagna SLU

DPPLN 8AS

TMP BAS

Diynalf Gas Siations Network 8L
Fompetsol France 5A8

DYNEFF TRADING SL lormar Bioneff 8L}
Agat Lid

Rompetrol Albania Downstraam Sh.A,

Rompeirol Albania Sh.A.

Company held by KMG Intsmational NV {KMG
intamational group holds: §3.42%)

Company held by KMG Inlernationat NV {indirect
ewnarship by KMG Intemational NV, 5196}
Company affiliated to the Company

Company alfifiated io the Company

Company affillated io the Company

Company affiliated to the Company

Company affilialed fo the Company

Company hald by KMG nteraational NV

A cormpany of Rompetrol France group, whaers KMG
intemational NV, owns 48%

A company of Bompelrol France group, where KMG
intemational N.V. owns 48%

A company of Hompstrol Francs group, where KMG
international N.V. owng 48%

A company of Rompelrol France group, where KMG
international NV, owns 48%

& company of Rompetrol France group, where KMG
International NV, owns 48%

& company of Rompetrol France group, whers KMG
International NV, owns 49%

Company held by KMG International NV {indirect
ownership by KMG International NV, 80%;)
Company held by KMG Intemational RV [in
fiquidation)

Company held by KME Iintemational NV {in
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Rompetrol Distnbution Albania Sh.A
THEG Patrol Ticarat AS
Fompetmol Energy 8.A

KazMunayGas Enginesring BV,
EFPLN 8AS

KazMunayGas Trading Singapors

liquidation)

Company held by KMG Inlemational M.V n
liquidation)

Company held by KMG International NV {indirsct
awnarship by KMG Intarmational NV, 51%)
Company held by KMG Intemational NV {KMG
intemational owns: B8%)

Company held by KMG Intemational N.V

Company held by KMG international 8LV fndirect
ownership by KMG Inlemational NV, 48%)
Company held by KMG inlemalional NV {n
liquidation)

KMG Hompebol Services Center SRL  {ormer Company held by KMG Infernational NV

FRompatrol Exploration & Production SRL)
Bompetrof Driling
Benon Rompstml LLE

The Romanizn Stale and the Romanian Authorities
Bio Advanced Energy 548

Bio Advanced Energy PROD 8AS
DPEFOS BA
SRR 8A

Company held by KMG Infemational NV

Company held by KMGE Inlemational N.V {indirect
ownsrehip by KMG Intemational NV, 40%)
Significant shareholder

A company of Romgetrol France group, where KMG
intamational N.V. owns 49%

A company of Rompetrol Franos groug, whare KMG
intemational N.Y. owns 40%

A company of Rompetrol France group, whers KMG
international NV, owns 49%

& company of Hompatrol France group, whers KMG
intemational N.Y. owns 49%
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22, RELATED PARTIES {continued)

The sales to and purchases from related padies are mads in the ordingry course of business amd ars
urilertaken on & basis thal considers prevailing market terms and conditions as spplicable to the naturs
of goods and services provided or racsived. Oulstanding balances al the year-end are unsecurad {except
for some relaled padies loans), interest free {except for shareholders loans) and settiement occurs in
cash, There have been no guaraniess provided or received for any related parly receivables or pavables.
For the exercise sndad at 30 Juns 2017, the Company did not record any depreciation of the receivables
referring fo the amounis due to the related parties {2018 zaro), This assessment iz parformad every year,
by analysing the financial position of the relaled pardy and the market In which | is carrying on s achivily,

At 30 Juna 2017 and 31 Degembar 2018, Rompetrol Ralinare had the following balances with the related

parties:

KazMunayGas Trading AR
Rompetrol Downstream S.R.L
Fompetrol Petrochemicals 8.H.L.
KMG Intermational NV,

Fompetrol Gas SRL

Aompaetrol Moldova [CS
Rompstrol Bulgaria JSC
Fominserv S.A.L,

Bompetrol Quality Control S.R.L.
Fompetrol Logistics S.A.L

Midia Marine Termine! 5.R.L.
Uzina Termoelectrica Midia B.A.
KMG Fompelrol SRL

Global Security Systems 5.4,
Rominsary Kazakhstan LLC
Palplast B.A.

Byron Shipping Lid,

Rompetrol Ukralna

CGilfield Exploration Businass Solutions
5.4,

HRompetm Financlal Group 8L
KMG Rompetrol Services Center SRL
THG Palrol Ticarst Anonim Sirketi
Total

Heceivables and other aasels

June 30, 2017 December 31, 2018
424,716,704 589,077,088
407,740,438 9,332,185

1,633 4872
89,388,710 82,923,010
8,588,287 2,853,984
22,678,503 -
3,428,847 5,814,804
14,806,383 20,548,377
126,248 141,275
41,881 34,600
1,168,335 1,381,413
4,448,937 8,318,514
354,530 3,270,518
607,571 608,680
671,239 723,673
5,340,002 5,340,002
3,358 a52
15,114 16,295
1,504,537 5,195,812
10,181 10,308
53,538 317,124
1,338,544 -
995 116,537 747,113,551
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22, RELATED PARTIES (vontinued)

Payables, loans and other lisbilities
June 38, 2017 December 31, 2016

KazMunayGas Trading AG 2,212,313,878 2,457,408,542
Rompatrol Downstream 8.R.4L 34,843,738 58,814,262
Rompetrol Petrochermicals 8.R.L. 283,380,385 283,605,364
KMG Intemational N.V.- loans{notat 2) 665,931,845 843,734,704
KMG International N.V.-Interast 2,232,037 30,808,711
KRG International NV brade debls 4,950,187 3,271,292
Rompetlrol Gas SRL 2,543,456 3,080,054
Rompatrol Moldove 1IC8 20,096,417 3,522,833
Romingerv S.H.L, 117,783,201 105,032,421
Rompetrol Quality Controt S.R.L. 17,602,382 16,455,003
Romnpelrol Logistics S.R.L

807,450 715,201
Midia Marine Terminal B.R.L. lvans{nolei) 27.840,500 30,123,100
Midia Marine Terming! 5.R.Linlerest 4,326,564 3,888,220
Widia Maring Terminal 5.R.L.-tiade dabis 184,660,278 118,818,878
Ruompetrol Well Sevices B.A. - loans (note 12} 34,300,000 34,300,000
Rompelrol Well Services S.A-inferast

110,332 97,174
Uzina Termoslectrica Midia 5.4, 9,158,650 12,571,760
KMG Rompetrol SAL- debt cash pooling 529,208,442 333,637,122
KMG Rompeteol SRL-nterest cash pooling 713.458

955,275 )
KiG Rompetrol SRL-rade debis 30,758,791 4,564,787
Gilobal Sscurly Systems 5.A,

957,092 874,287
Rompetrol Exploration & Production B.R.L. 66

66

Fompatrol Financial Group BAL - loans{note12) 115,000,000 115,000,000
Rormpstrol Financial Group SRL-interest 9,844,838 8,107 522
KRG Rompetrol Services Centar SRL 1,582,864 1,540,163
Rompelrol Bulgaria JSC .

451,530
Total 4,276,361,124 4,490.487 885

The company concluded a Cash Pooling agresment for implamenting 8 cash balance oplimization
svsiem, In which KMG Rompetrol SRLU g the *Coordinaling company” and Fompel! Halinare SA s a

paricipaling company; maturily on 4 August 2017,
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ROMPETROL HAFINARE S.4,

NOTES TO THE FINARCIAL REPORT

For financial exerclse ending on 34 June 2017

{afl armnounts expressed in Lel ("RON), unless otherwise specified)

23. EARNINGS PER SHARE

The calculation of the basic samings per share altribulable (o the ordinary equity holders of the parent is
basgad on tha following dala:

1st Semester 2017 1st Semasler 2016

Mat profit {4, loss {} 171,180,858 142,866,645
Averags number of shares 44 108,205,726 44,108,205,728
Fasull per shars - bass (banisharg) (.39 0.32

24, CONTINGENT LIABILITIES

a}

b}

€}

Fetated to the Parent's of products technological tending practice to other refinerdes by the Company,
B.GFP. Constanta claimed that the Company had ureconded income, excise, VAT and milsted
penaliss totalling RON 47,7 million (USD 11,1 million} to be pald by the Company based on an
inspection carrisd oul in 2003, These claims (the legal alfects) waers suspended by the local cour for
admission, Subsequantly, & second suspension has been issued by the fiscal authorties (D.6.5.C. -
ABNLAF) untit the finel sentence regarding the related criminal case, as the fiscal suthority believes
that this matler Is now {o ba dealt as part of the criminal investigation starled by the General
Prosacutor Office {see Nole 258}, The management is conlidant that the Company s able to dafend
itself and the likelihood of 8 negative outcome Is being considered remuote.

In 2001, the Company processed crude off for anather refinery for which R originally raised excise
invoices. However due o the law pravalling at the time, such nvolces raised by the Company were
challenged by the respeclive refinery and the courls held at ths tims that the Company is not to issue
the excise invoices and therefore the Company cancelled such invoices. The Company is now
challenged for such reversals by D.GF.P. Constanta, which concluded not to acknowlsdge the
conclusions of the court decision and held the Company liable for paying such excises; the Gompany
appealed the fax audit, which Is now belng suspended as lor the same reason described In the
paragraph above. The amount noted in the minules issued by D.G.F.P. Constanta iz RON 9.5 milion
{LUSD 2,20 miflion). The management is confident that the likelihood of reversal of the sarlier count
decision is very litlle, .

ANAF - DGBAMO startad In Oclober 2016 the gensral liseal audit referdng to the fiscal pariod 2014-
2015, faxes covered by this (ax audit are: incoma {ax, VAT, WHT and excises. As of dale of
Financlals, the tax audits are in progress, there are no sfective information regarding any polential
fizcal findings or tax adiusiments,

25, LEGAL MATTERS
Litlgation with the Stete invalving criminal cherges

Starting with March 22, 2005, a number of criminal investigations have basen iniliated against certain
current and former shereholders diveclors, managers and axternal censors of 8.C. Bompatrol Ralinare
S.A. "RRC™ and other indhiduals; these Investigations were camied out at & lormal lsvel and
matardalized inlo different ciminal procesding activities {including specialized judiclal expertise}, currently
undargoing the criminal prosecution phase. Al the present date, only one of the direclors of the Company
who is involved in the investigation, stilt works for KMG International Groug.

The charges brought against tha defendanis upon the initiation of the criminat investigations were;

a)  fallurs to {ulfill the Invesiment commitments undertaken under the privatization contrant
concarning the Parent;
b} unlawlul statement of excises and other debis fo the state budget;
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25, LEGAL MATTERS (continued)

¢} incorract keeping of sceounting reglstries regarding tha technological produnts operations
underiaken af the ofl terminal owned by Off Terminal, charges which concam events that fook
place during Aprl 2001 — Oclober 2002;

g} adoption of GEO no. 118/2003.

Considering the above mentioned charges a reezing onders were issued by DHCOT and received on 9-
10 May 2016 (the “Drders®), whersby i was decided lo impose a selzurs (freszing of the assais} onthe
movable and immovahls assels of KMG Intemational NV, Rompetrol Rafinare SA and Qiltinld
Exploration Business Solutions SA {former Rompetrol 8A} as well a5 over the shares these companies
held in thelr Romanian subsidiaries.

The freszing of the assels doss not impact the Inventoriss, recelvables ard the bank account of
Fompstrol Ralinare and this allows 1o tha company 1o continue normally the day by day operations,

The companies alesady submitted the challenges against the Onders within 3 days (namely on 12 and 13
of May 2018).

After two haarnings in front of the Constania Coust, the cass was assigned fo be settied by the Supreme
Court, who rajactad in {ull the chalienging submitted by Group's subsidiardes,

Maanwhile, the companies aiso challenged on May 38, 2018 the Odders lo the su‘parior prosscutor, The
submission was rejecied in December 2018,

Considering the nature of the allegations submilted by DHCOT, the KMGI companies applied for 8 motion
of dislolning {cerars de digiungere in Romanian) in oder to have a two different cases which shall setils
the allegations for RRC privatization and post-privatization period ~ one file and a secong one for the
alisgations related fo the issuance of the bonds by BRC {QUG 118/2003). No reply receivad yat from
DHCOT on this tople,

Since the KMGI companias had no capacily In the file 1 2018 and it sesms the antire procass {with minor
srcaptions) of gathering the evidences by DHOOT have been performed befors May 2018, the
Companles submitied on Aprl 7, 2017 thel own application for, on the one hand, svidences to bs
attached o the file In order to defend and one the other hand to be redone some evidences {such as
axpeise repod) petdormad belore 2018, No reply recaived yet from DHOOT on this topic,

On Apdl 12, 2017 the companias submitted alsy thelr application by which they asked the dismissals of
tha allegations regarding the QUG 24B/200 {regarding the privatization of RRC)Y and OUG 1182003 ithe
msuance of bonds} taking inlo consideration the recent Constitutional Courl decision no. 88/2017 by
which the Court seltled that the legislative process, as well as the aspecis regarding the opporiunity
andfor lawlulness of a deed fssusd sither by the Parliament and Govemment cannot be subjsct of a
priminal inguiry and the Conslitulion provides other leverages assigned o other public authosities to
sontrol such kind of things. No reply received yet from DHCOT on this tople.

Finally, on May 10 and June 28, 2017 the Companies submitied their Statement of clalms against the
DHOOT sllegations for the following topics: Libya receivables, RFC privatisation and post-privatization
pariod, privatization of Vegs refinery and the issuance of bonds (OUG 118/2003), intra.companies
transactions and budgelary laxes and dutles.

OnJuly 17, 2017 DUCOT issued an Ordinance which generally keeps the approach of the Ordars Issued
in 2016 but et the civil partles namely, Minlstry of Energy and Ministry of Finance, to provide the fgures
jor the alieged damage thay Incurred as well as the evidences for supporiing any slleged damage,

O July 22, 2018 NC KMG and KMGI submitied to the Romanian suthorities the Notice of Invesimeant
Dispute based on the Agreement beiween the Govemment of Romanlz and the Govermment of the
Republic of Kazakhsian, the Agresment belwean the Govarnment of the Kingdom of the Nethedands and
the Government of Fomania and the Energy Charter Trealy.
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28, LEGAL MATTERS (vontinuad}

The submission of the aforementionad Notice represents the first procedural step that might give rise lo
an arbitration dispule belween an investor and the country whers the investmant was made. Based on
aur knowledge the Romanian authorities received this Notice on July 25, 2018, According to the above
mentioned treaties staring with July 25, 2016 commenced a 3 (three) (o & {six) month period within the
KMG companies and Fomanian State may reach 2 seftlement. Romanian authorities through the Mindstry
of Financs Issued a response in Ocioher 2016 citing thal all steps took by the Romanian state, through its
public authortties, wera conduclied in compliance with tha agreements put forward by KNG and KMGH in
the notification of amlcable ssiffement of the dispute.

After the expliration of this patod, should o setilemerd between KMGE and Bomanis fail 1o be reached, the
case could be referred to and seliled by the Intlemational Centre for Setifement of Investment Dispules
ureler World Bank, headquartered in Washington, D.C or fo the Arbitrallon Institute of the Slockholm
Chamber of Commaerce, In line with the provisions of the trealies and with KMG companiss’ envisaged

- religls and measures 1o be oblained,

ot Bafinare §.4.in 2082

in March 2012, the Nations! Agancy for Tax Administration issued to Rompetrol Flafinare BA a Gensral
Tax Audd Beport coverdng the period 2007-2010 and an Assessmant Decision for Payment of HON 48
miltlon, out of which hall represents additional principal tax Habilities and the other hall represents lale
paymant interest and penaliies,

Both the Report and the Decision were challenged subject o a prior administrativa sppeal,

The maln segumends put forward by Rompetrol Ralinare for ils administrative appas! were: i had used
and benefitted from the management and advertising service referred to; it has related jusiilving
documents thal wera not taken Into consideration by the tax authorities; and the Tax authorities did not
consider the dafinition provided by the Fiseal Code and its Application Norms, as well as, applicable,
Double Tax Trealies and Commentaries o the DECD modsl conventions as regards definition of royaliies
varsus servicas,

Alhough Rompetrol Ralinare considers thal i has met all techniesl requirements and # s challenging all
the ftems Included in the report issued by the Nalional Agency for Tax Administration, thers Is & chance
that Rompetrol Fafinare may not recover ths amount in whole or part, based on the high ambiguity In
saspact of the lsgislation and the court practice in a similar casas In Romaniz. Therefore a provision has
bean recognized for an oversl amount of USD 15 million, out of which USED 11 million was expensed
during 2012,

Tha main court case steried by Rompetrol Halinare 8A against the assessment has been seltlad on 270
of Getober 2014 by Constanta Court of Apeal which pariiafly annuflad both Decision no, 33 and the
Assessmeant Decision for payment of BON 48 million. {sguivalent USD 14,1 milion).

Constanta Court of Appaal held liable the National Agency for Tax Administration for paying back
Rompetrol Ralinare approximately RON 21 milfon {squivalent USD 8.2 million) and to pursue to audit
again for approximately RON 8.7 mitlion (equivalent of USD 2.8 milllon).

This Decision is not final, both Rempetrol Hafinare and National Agency for Tax Adminisiration appealed
against it In front of the Supreme Coud of Justice, The report of the Supreme Court of Justice has besn
communicaled o Rompeirol Ralinare SA, according to which both sppeals have been admitled in
principle. A second term is establishad on 30 March 2017, In order o check the appeals under the otber
aspecis, Al this form, the Sugreme Court of Justice established the first hearlng term on Seplember 280,
20117 (it Is the first term for which the pariies will recelve a subposenal,
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25, LEGAL MATTERS (continued)

Litigation regarding £02 emission sllowanges,

On February 28, 2011 Rompatrol Rafinare 5,4, won a court case against The Homanian Govermment
and The Ministry of Environment which required the Romanlan authorities to allocate o Hompeteol
Halinare an additional number of 2,577,838 CO2 amission certiflicates for the antire perod 2008-2012,
This first decision issued by the Constanta Court of Appeal was challenged by the Ministry of
Environmant and The Romanian Governmant but the appsals were rejecied by the Supreme Court of
Justice on Oclober 30, 2012 and the first court dadision becams final,

According to the current Romanian and Buropean Jegistation, the certificates obtained for 2008 - 2012
perod may be owned and used also for the nexd pedod of 2013 ~ 2020, The marke! value fora Q02
smission certificate was EUR 5.4 per cortificate as of Decamber 2018,

Cansldering that the Ministry of Environmant and the Romanian Goverament did not fulfilf with the Court
decision aceording to the deadline, Rompetrol Rafinara SA started a coust claim against them, having as
object damages in amount of EUR 36 million,

On April 24, 2014 the court rejected the Rompeteol' s claim on a reason that “is lack of object®. Rompetrol
appeated the Declsion in front of the Supreme Court. The first hearing is sat by the Supreme Court for
Juns 3% 2018, Last hearing was on 21.10.2018, when the courl admitted both appeals fomulated by
Rompetsol Bafinare and the Ministry of Environment, and send the cause to the same lirst inslance
{Constanta Court of Appeal) for retrial.

Additionally Rompatrof Rafinare launchad a naw legal enforcement procedure in front of the Conslanta
Court of Appeal, based on some new and much clearer provisiuns of law.

COrJuly 8, 2015 Constanta Court of Appeal admitted partially the claim and fined the reprasentative of the
Govarnment and Ministry of Environmant for non-perdormance of the snjorcemant of the decision by
which the Company recelved a number of 2,577,840 CO2 emission certificates. The decision is subjestio
appeal,

As g consaguence, on July 2B% 2015 the Sovemment Decislon no. 81172015 was issuad, providing the
modification of the National Plan initially approved by Govermment Dacision no. 60/2008 and increasing
the allocation of the Company with the amount of 2,577 840 CO2 emission cedificates; this decislon is
due to ba hully and efiectively implemantad in the following 120 days, subject fo an approval from
Eurnpesn Commission, from the perspective of compling with slate aid reguiations. The Governmeni
Diecision has still nut besn implementad.

On Golober 27 2018, in owder to secure all s rdghis and the [ull enforcament of the above mentioned
court and government decisions, Rompetrol Ralinars filed a {ast court enforcemant procedure, having as
object (o oblige the defendants o pay the counter valua of the 2,577,840 CO2 emission cadificates (La,
40 milfion Euro In total) in case they will fail 1o Implament In dus time the initial and final couwrt decision
and the Govermnmant Declslon no. 611/2015. On February 3% 2018, the Conslanta Courl of Appeal
decided fo postpone the procedure untif the Suprems Court will pronounce a declsion In another ralated
case {Casa file no. D17/36/2013), regarding the appeal of Rompetre!l Rafinare against court decision lo
raject our olaims as lack of object, with last hearing term for Oclober 219 2018, when the cour! admitted
both appeals formulaied by Rompetrol Rallnare and the Ministry of Environment, and sent the cause 1o
the same first Instance {Constanta Court of Appesl) for retrial. First hearing for relrdal was sel on
September 7, 2017.

Rompairot Ratinare requested the resetting the cayse of pending, snd the first haaring took place in the
Congtanta Court of Appeal on Apdl 8 2018, At this hearing term, Pompetrol Rafinare request to reset the
eause of pending was dismissed. Following the finalization of the case s no. 917/36/2013 by a decision
datad Octobaer 215, 2018, a naw reopening request was submitied in Case file no. 712/36/2015, which
was examined on January 11, 2017, when Hompetrol Ralinare request to reset the cause of pending was
also dismissed,
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24, LEGAL MATTERS (continued)

Litigation between Rompetrol Ralingre and Navodar! City Hall

On November 18%, 2015, it was finalized the audit of the local taxes, done by Navodari Cly Hall, for the
peried of 2012-2014. The only non-compliant finding relfers 1o revatuation of bulldings made by the
company on 31.12.2008 and 31.12.2011, namsly that because the revaluation was not mads for alf ixed
assats accountad tor in the account 212 *Construction”, In thelr view it was made without observing the
accounting regulation stipulated by OMFP 3085/2009. As a result, the inspection team considered that lor
vear 2012, cerdzin bulldings wers nol revalued within three years of the previous revaluation and applied
& higher local tax rate of 10% for the buildings, and a8 a conssquence assessed an additional lax on
bulldings and penallies ralated in tolal amount of 20.4 mil RON, out of which the principal s RON 11.2
milfion and the peneliies and accessories are RON 8.2 million {calculated until the date of the repori).

Against the Imposing Decision issued by Navodard City Hsll, the company has been filed an
adminisirative complaint with the fiscal authorities. The adminislrative complaint filed by RRC was
dismissed as beaing lack of oblect, withoul any judgment pronouniced on the masits of the case. This
solution is based on Mavodat Local Councll Detision no43%/0scembar 21%, 2015, under which
Rompetrol Rafinare has obizin the annuiment of 73% of panalities.

Hornpetrol Relinare submitied In court the challenge against this decision, and also another action for
pariial annuiment of Navodar Locat Decision no.435/2018 at Constania Court of Appeal. On March 16%,
2017 Constanta Gourt of Appeal dismissed the challenge submitied by Bompetrol Rafinare against the
dacision issued by Navodar City Hall. The solution will be appeated.

The second aclion, submitied by Rompelrol Rafinare for partial annulmant of Navodar Local Councit
Declsion no. 438/0ecamber 219 2015 was admitted by Constania Tribunal, This solution has been
appealed by Navodar Loca! Coneil on Constanta Court of Appeal, whare the first hearing termn s set on
January, 16™, 2017, when the appes! was rajected.

Rompeirol Rafinare also flad the request for suspsension the enforceable efiects of the imposing dacision,
pursuant to the Law 554/22004 and Government Ordinance 82/2003, file no. 788/38/2015. The sialement
of defense was submitted by Navoderd City Hall and the first heardng term was established for February
2o% 2016, The court granted Rompetro! Rafinare olaim and suspended the eifects and the enforcement
of the Tax Inspection Report and Tax Deocislons lssusd by Navodar] City on November 19% 2015, The
solution was appesied by Navodard City Mall The cass s currently pending court investigation
pmcasdings with the Suprema Court of Justice, The first hearing term belore the Suprame Courl was nol
yet been scheduled.

Liloations between Rompetrol Ralinare and National Company -~ Constants Maritime Port
Administation 8.4

In considaration of the violation by Compania Natlonala Administratia Portusifor Mardtime Constenta
{National Company of Conslania Maritime Porls Administration) of the lsgat provisions regulating its
activity, In the sensa that it doss not ensure the mainienance in operationa! paramsters of the Midia port
found under s admdnistration, su as 1o ensure the salsly of navigation, the preservalion of at least the
technical {ealures designed for the porl, the sale access and operation of ships, the company initiated
severs! legal remedies against i, as follows:

a) Complaint against National Company "Administratia Porturilor Marifime * SA for violating the grovisions
of art. 8 of the Law no 21/18086 which caused to Rompetrot Rafinare SA damages consisting of USD 1.87
mifion - dredging expenditures; USD 3.3 milllon - commercial loss; the complaint Is In course of analysls
at the Compelition Council, By maans of the lodged complaing, the Compstition Council was asked to
acknowledge the viclation by Adminisirafia Porturitor Maritime of the provisions of art, 8 of Law no,
21749886, o sanction ths said company in accordance with the law and to rendar it liabls 1o perdorm,
subject to legal tarms and conditions, inclusively In terms of cosl Incurrence, the obligations raesting upon
it as administrator of port areas and of supplier of goods and services specific to the explofiation of
nalional maritime areas, In particular with respest to Midia Pod.
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25, LEGAL MATTERS (continued}

b} Court claim against the Constanta Port Administration for Rompetral Rafinare damages ralated o
lower pont drafis during January - May 2015 (USD 0.85 mil) and for restitution of dredging expenses {1.7
mi UBDY). The total amount in RON s today RON 10 miflion {USD 2.8 miflion}. The case is pending on
Constanta Tribunal, with naxt hoaddng for May 189, 2017, Al this date, the Cout partially admitted the
claim of the plaintilf Rompatro! Ralinare SA against the delendant Constanla Port Administration and
obliged the defendant to pay to the plaintiff: a) The equivalent in lel, at the exchange rate surofleu | fixed
by the Nativnal Bank of Romania, on the day of payment, the amount of EUR 1,570,000 representing
dradiging expenditures paid by Rompetrol Rafinare 8A | during the period 30 Apell 2015 - 11 May 2015 ;
b} Thia amount of 78.87 thousand lai - legal cosis {of which 73.17 thousand lel - judicial stamp duties and
5,500 lei - the fees of axpens and dismissals).

Brocedure In which is Involved Rompetrol Rafinare SA, Romingery SR, and employess of the two
companies. following of 2 technical incident oceurred In of Petromidia refinery on August 22 2018

On August 22, 2016 a technical incldent occurred within the DAV plant, resulting in 2 firg, which was
exlinguished by Refinery' stalf and flremen from privete and public services. Following the avent, two
persans, employess of a Group' subsidiary Fominserv S8RL suffered bumns and two persons passed
away. The compelant authorities have initiated Investigations In order {0 establish the circumstances and
the causes that generated the technical incident, injuey and the decease of employses. In respect of the
work aceident, the Prosecutor's Office of the Constanta Court of Appeal office, was notilied ax officio and
openad file no, 888 / P / 2016, within which have bean questioned emplovees of the 2 companies and
was administerad technical experlise. Following the complation of the criminal prosecution, Rompeatrol
Rafinare 8.A. Fominsar SRL and four employess of the two companies ware pust on tral for: the non-
observance of the fegal labour health and salely measures, bodily harm by negligence, manstaughter and
accidentel poliution. At the same tme Rompetrol Balinare 8.A. has quality as civilly liable parly. As a
result of the complation of the inltial phase of the files, of preliminary chamber procedure, the court
decided on 01.03.2017: have besn accepted in part the applications and the sxceptions made by the
dafendants, i has been found the relative nullity of the Indictment no. B86/P/2018 07.12.2016 from the
Prosecutor's Office under the Constanta Court of Appeal, & has bean found the lrreguiarity that attracts
the impossibility 1o the esiablishment of the object or judgment on the Indictment no, SBE/P/2016 of
7.12.2016, prosecutor must communicale o the judgs of preliminary room whether to maintain the
provision referred fo In the judgment or request the refund case, within 3 days from the date of the
communication of the soluffon. By the fingl conclusion of Preliminary Chamber procedure, no, 328 /
03.21.207 communicaled to Fompetrol Ralinare on March 27, 2017 the courd ordering, considering the
fact that the prosecutor did nol reply within procedural five days, o relum the cass to the Proseculor's
Office Court Appeal Constanis, finding sslative nullity of the Ordinance no. 588 7 P / 28.11.2016,
irvegularity of the indictment 886 / P/ 12.7,.2016 prosecutor fallure (o respond within procedural tenms,
The solution can bs appealed within three days from the communication of the final solution of the
pretiminary chamber, The Prosecutor's Oifice Cowrt Appeal Constania made appeal,

On Juna 21, 2017 the Constanta County Courd admilted the prosecutor's sppeal. and ordered the retrial
of the case by Constanta Court with the observance of the lega! dispositions on the surmmoning of the
parties, namely the aggreved persons and prosecutor, On the other hand, # was admitted the request
filed by RIS for the plea of unconstitutionality of cerain provisions fo be selfled further by the
Constitutional Courl. The respective provisions concem the possibifity to rectily the document instituling
court proceedings during the praliminary chamber procedure.

Also ant May 25, 2017 Rompetrol Ralinare and RIS received a reply 1o ils chalisnge submitted against the
Constania Labor Inspectorale Reporls by which the Labour authosity maintsing the same considerations
challenged by the companias. Against this reply the companies will {ilt In an application {o the cout.
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26. COMMITMENTS
Environments! commitments

The principal sotivity of Rompeirol Ralinare SA {including Yega Relinery} of refinery petroleum products
and Bompstiol Peirochemicals has inherent sfiscls on the environment in terms of effiuents into land,
waler and air. The snvironmenial elfscls of the Company's activities are monllored by speclalized
suthorilies and the managemaent of the Company,

As of June 30, 2017 and 31 December 2018 Rompetrol Rafinare 84 has no specilic environmental
commitments 1o conform o the Integrated Environmenial Authorization, sxcept for Yega obligations,
which have been provisioned.

Al the end of March 2017 Fompelrol Rafinare SA has achieved the annusl compliance with greanhouss
gas {COZ2) emiasion regulations by returning & number of CO2 certificates equivalant to the amission of
2018,

27. FINANCIAL AND RISK MANAGEMENT INSTRUMENTS

A} CAPITAL RISK

Tha Company manages lis capital {o ensure that | will be able to continue as a going concem whila
maxirizing the relum 1o siakeholders through the optimization of the debt and equily balance.. The
caplial structure of the Company conslsts of bank debl and sharshoider loans {ses Notas 11 and 12},
cash and cash eqguivalents and equily aliribulable to equity holders of the parent, comprising issued
capital, raservas and retained gamings as disclosed in the “Consolidatad Statement of Changss in the
Shareholders’ Equity™,

B} GEARING RATIO

The dabi - lo « squity ratio at the end of the year is ag follows:

30 June 2017 31 December 2018
Borrowings maturing in over one year - 281,763,783
Cwn caplials 1,488,318,480 1,428,900,884
Gearing ratic 0.00% 21.23%
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27. FINANCIAL AND BISK MANAGEMENT INBTRUMENTS {continued)

€} FINANCIAL INSTRUMENRTS

The estimated sl values of these instruments approximate thelr carying amounis.

30 June 2017 31 Becember 2016
Financlal assels
Trade receivables and other recsivablas 1,180,477.748 §98,058,748
Digrivatives 1,882,281 22,880
Cash and bank accounis 8,391,418 45 801 B4g
TOTAL PINANCIAL ASSETS 1.160,161,449 943 873 478
Financial llabilites 30 June 2017 31 December 2018
Short term borrowings from shareholders 889,686,318 1085870431
Derivatives - -
Commercial labliitles and other liabilties 3,464,843,788 3,518,647.537
Short term loans 530,279,444 83,183,260
Lang lenm borowings from banks - 281,763,783
TOTAL FINANCIAL LIABILITIES 4,854 80D 550 4,053,588 091

Trade and other raceivables are al net recoverabla valug and the following calagories are not considersd
as financlal assels:
«  Advances paid to the suppliecs;
VAT io ba recoverad
Profl tax to be recovered
Qther taxss 1o be racovered

8 @€ @

Sirilarly, for frade and other payablas tha following are not considerad as financial abilitles:
«  Advances paild from cusiomers;

Excises laxes

Speciat lund for ol products (FEPP)

VAT pavable

Profit tax payable

Salary taxes payable

{ithar taxes
«  Daslsred revenues

The estimated falr values of these Instruments approximats thelr carnrving amounts,

® B OB B ¢ @

The falr value of the financial assels and Habiliies are included at the amount at which the instrument

eould be exchanged in 2 eurrent transaction between williing parlies, olhar than in a forced or liguidation

safa. Tha lollowing mathods and assumptions wers used lo estimate the fair values:

+  Cash and short-term deposls, trade receivables, trade payables, and other cumrent lishilities
approximale their carrying amounts largely due 1o the short-term maluritles of these instrumants;

= Falr value of unquoled availabla-for-sale financial assets is estimated using approptiate valuation
technigues.
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27, FINANCIAL AND FISK MANAGEMENKT INSTRUMENTS (continuad)

¢« The Company enlers inlo darivative financial instruments with various counterparties. As at 30 Juns
2017, the marked to market value of derivalive position is for financlal instruments recognised al fair

valug,

Falr valus higrarchy

The Company uses the following hisrarchy for determining and disclosing the falr valug ol Hnancial

instruments by valuation technique:

¢ Level 1t quoled {unadjusied) prices in active markets for identical asssls or liabilities
s Level 2: other technigues for which all inputs which have a significant effect on the recorded falr valug
are based on observable marke! data, either dirscily or indirectly.
# Leyel 3 tachnigues which use Inputs which have a significant sifect on the recorded falr value that
arg not based on cbservable market data.

Fingnolel assals
Trads recolvables and ather
receivables

Darvalives
Cash and bank scoounts

TOTAL FINANCIAL ASBETS

Finenclal Habllitles

Shnst tanm borowings from
shareholders

Commerial iobilldes and other
figbililing

Short temm lpeng

TOTAL FINARCIAL LIABILITIES

Financhsl nzzels

Trade reesivables and ather
recaivables

Dorivatives

Cash and bank acgounts
TOTAL FINANCIAL ABSETS

Financial Habilities

Short tenn borrowings from
shareholders

Commancis! Hsbilitles and other
fiabiities

Shon tarm loans

Long tarm borrowings from banks
TOTAL FINANCIAL LIABILITIES

30 June 2017 Laval § Level 2 Lavel 3
1.150,477,748 1,180,477.748 « «
1,292,281 - 1,282 2681 .
8,381,418 8,381,418 -
1,380,161,448 1,188,863,168 1,292 281 -
854 686,318 259,686,318 - -
3AB4.842,709 3,484,843,798 - -
830,279,444 830,978,444 - -
4 854 808 588 4 854 808,589 - -
81 Becembur
g8 tovel Lavel 2 Level 3
B98,088,748 BUB,058,748 . .
22,980 - 22,880 -
45,881,848 48,801,849 b -
943,873,278 843,950,208 22 .880 -
1,065,870,431 1,085970,451
3516847557 3,518,847 587 .
89,183,280 89,183,260
281,763,783 281,763,783 - -
4,843,565,011 4,953 .885,011 - -

At 30 June 2017 there were no ransiers Detween Lavel 1 and Lavel 2 lalr value msasurements, and no

transters into and out of Lavel 3 {alr valus megsuramants.,
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27. FINANCIAL AND RISK MANAGEMENT INSTRUMENTS {continued)

0} DERIVATIVE FINANCIAL INSTRUMENTS

The Company uses diftersnl commeodity derivatives as a pant of price risk managemeant in frading of enuds
oif and products, Generally the instrumaents are allocated io individua! instrumants.

it also performs hedging transactions regarding the rdsk of increasing UBD inlerest rates.
£} Market risk

The Company's activities expose # to a varely of rsks including the effests of changss in the
itamadional quotations for crude off and petroleum products, fomign currancy exchange rates and
interest rates. The Company’s overall dsk management maln objeclive s io mindmize the polaential
adverse effects on the financial perlormance of the Company .

F} FOREIGN CURRENCY RISK MANAGEMENT

For the pumpose of preparing these Financial Stataments, in accordance with the requirements of the
Romanian law, the Company's funclional currency is the Romanian leu (AON)

Cruds oil imporis and & significant pan of pelroleurn products are all denominatad prncipally In US
Doliars. Therslorg, in respect of liabllities the Company s exposed to the rsk of US dollar apracitation to
the detriment of local currency, while In respact of foreign currency recivables, exposurs arises in the
sordext of depreciation of US dollar currency. Moreover, certain asseis and liabilities are denominated In
forelgn currencies, which are relransialed at the pravailing suchange rale at each balance shagl date.
The resulting ditferences are charged or credited fo the income sialement but do not affect cash flows.
Company Treasury Is responsible for handling the Company forelon curreney fransactions.,

G} FOREIGN CURRENCY SENSITIVITY ANALYSIS
The Company is mainly sxposed to the USD and BUR fluchsation risk,

Tha following fable delalls the Company's sensithity 1o g 5% increase ang decreass in the RON
exchange rale against the relevant foreign currencies. The sensitivity analysis Includes only the forsign
curreney denominated monstary Hems and adjusts thelr kansiation ab the period end for & 5% change in
the exchange rales. A positive number below indicales an increase in profit and other equity hers
gensrated by a positive exshange ale courss of 5%. For 3 5% weakening of the RON against the main
currancies, there would be a asgatlive impact in the profil, with the same valus,

Uso EUR
36 June 2017 31 Decamber 2018 30 June 2017 31 December 2018
RON
2% {150,298,38% {158,280,068) 1,825087 {78,807}
B 150,288 563 158,260,085 (1,928,087} 78,907
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27, FINANCIAL AND RISK MANAGEMENT INSTRUMENTS {pontinusd)
H} INTERESY RATE RISK MANAGEMENT

inlerest rale prce risk is the risk that the value of a inancial instrument will fluctuate dus o changes In
market interest rates ralative 1o the interest rate that applies to the financia! insbumant, Interest rate cash
flow risk is the risk that the interest cost will Hucluate over time. The GCompany bas long-letm debt and
short-lenm debt that incur interes! at fixed and vadable inferest raies that expnses the Company o both
fair value and cash flow rsk. Delalls of the intsrest rale terms, which apply to the Company's borrowings,
ars provided in Nole 12

The sensitivily analyses below have been determined based on the financial instrurmants al the reporting
date, For Hioaling rate Habilities, the analysis is prepared assuming the amount of liability outsianding at
the reporting dats was oulstanding for the whols year.

if the inlerest rates had varied by + / - 50 points and all the other variables had remained constant, the net
resull of the Gompany a5 al 39 June 2017 would incraase / decrease by BON 14.8 milion (2018
increass { decrese by RON 15.8 milfion).

B Ol PRODUCTS AND RAW MATERIAL PRICE RISK
‘The Company is afiected by the volaliity of cruds oil, off product and refinery margin prices.

Hs oparating activities of the Company reguirs ongoing purchase of cruds ofl (o be ussd in iis production
as wall a5 suppliss o s cuslomers, Due o signiflcantly Increased volatility of crude oil, the management
developed a hedge policy which was presented {o the Company's Boaed of Direclors and was approved
in most significant aspects In 2010 and with some further amendments in February 2011, Following this
approval, the Company staried on January 2011 1o hedge commaoditles held by Rompetio! Ratinare,

According to the hedge policy, on tha commodity side, the flat price risk for priced Inventories above a
certain threshold {calisd base opemling stock) Is hedged using fulure contracts traded on ICE Exchange
and some OTC instruments Tor the secondary risks, The base operating stock Is the sguivatent of priced
siocks that are held 8t any moment in time in the Company, hence price flucluations will not allent the
cash-flow. In 2012, the Dompsny stared a faw transactions of refinery margin hedge.

Trading activities are saparated Inlo physical {purchase of raw materials and sales io third parties or
Intercompany} and paper rades {for economic hedging purposes). Each physical transaction is covered
through 2 related fulures position according fo the sxposurs paramelers sel by managament {i.e. based
on physical guantities sold or purchased), The Company sells or buys the sguivalent numbaer of fulure
sontracis, This financlal trade Is done only to hedgs the risk of the price \sk and not o galn from the
rading of these instruments,

JY CREDIT RISK

Credit sk & the risk that a counterpardy will not mest its obligations under a financial Instrument or
purchase contracls, which leads o & linancial loss. The Company is exposed lo credit sk from s
operating aclivities primasily for trade receivables and from its financing activities including bank daposits,
foreign exchange transactions and other financial inslruments.

Teads recalvables

Ouistanding customer receivables are reqularly monitorad, The requirement lor impsiment is anslysed
on @ reguiar basis, being underdaken on an individua! basls as well as collectively on the basis of aging.

Financlal instruments and bank deposits

Cradit risk from balances with banks and financial institutions is managed by the Company's beasury in
accordance with the Company's polioy,
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28, SUBSEQUENT EVENTS

Rompetrol Rafinare S.A credit facility in amount of RON 7 miliion granted by Rompetrol Well Services S.A
was prolonged until August 14, 2017.

Rompetrol Rafinare S.A credit facility in amount of RON 13 million granted by Rompetrol Well Services
S.A was prolonged until September 10, 2017.

Rompetrol Rafinare S.A credit facility in amount of RON 3.1 mitlion granted by Rompetrol Well Services
S.A was prolonged until September 3, 2017.

Facilities granted to Rompetrol Rafinare S.A. by Bancpest in amount of EUR 30 million, respectively EUR
27.96 million have been extended until July 31, 2018.

On July 17%, 2017, Rompetrol Rafinare SA and the aifiliates thereof KMG International NV and Oilfield
Exploration Business Solutions SA received an ordinance issued by DICOT which mandates the
continuation of the criminal investigation of deeds attributed to the 1998-2003 period and of the grounds
for the company's civil liability for part thereof.

As before, the company will further cooperate with the authorities in a transparent way with the aim that
the investigations complete in in due course and in full observance of the company's rights,

This new procedural deed does not affect the daily actitly of Rompetrol refineries the operations of which
are being carried out in the normal course.

However, the company continues to work with its local and international legal advisors to use all legal
means 1o protect its investments, activities and current operations as well as its reputation.

The company will provide furiher information once there will be clarified the apects related to the
company's liability for the deeds currently pending investigation,

The national oil and gas company of Kazakhstan - KazMunayGas became in August 2007 the major
shareholder, and in 2008 the sole shareholder of The Rompetrol Group (currently named KMG
International NV) that the company is a part of.
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