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Operational highlights, ﬁ'nanC/a/ metrics and outlook

Key features

e Full year revenue reduction of 66% mirrors reduction in North American rig count.
o Normalised overhead! reduced by 38% on an annualised basis.

e Cash balances increased over both September 2015 and March 2015 positions.

Financial metrics

Years -ended 31 March:

e Revenue : . $6.3m $18.5m

e Adjusted EBITDA? : $0.7m ‘ $(0.8)m

. Inventory write down $2.7m -

. Impéirment of intangible assets - ) $39.5m

e Loss before tax $4.7m - $47.2m

e Adjusted loss per share? : 3.7 cents - 31 cAe‘nts

o Loss per share : 80 cents . 80.1 cents
_ Cash balance $15.1m $14.1m

Outlook

* Uncertainty over oil price trend continues to impact customer confidence resulting in constrained capital
éxpenditure and ongoing drilling cost reductions in North American market
o Further market penetration anticipated in Far East, Middle East, Africa and Russia -

 Ongoing focus on cash conservation and overhead reductions

! Normalised overhead is reported administration expenses before amortisation adjusted for depreciation, bonus charges, R&D costs, PSP charges and
provisions.

? Adjusted EBITDA is reported profit before tax adjusted for interest, depreciation, amortisation, foreign exchange movements and exceptional items.

? Adjusted loss per share is reported loss per share adjusted for exceptional items, amortisation and foreign exchange movements.
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Strategic Report

The above starts with the Chairman’s statement and continues to the end of the Financial Review.

Chairman’s Statement

Review of the Year

The severe down-turn in the global oil and gas industry as a result of depressedAoil,prices has continbed to
" adversely affect rig utilisation and hence revenues for Enteq.

The price for West Texas Intermediate Oil had an average price of $93.17 in 2014, $49.67 in 2015 and is forecast to
average $40.32 for 2016 and $50.65 for 2017 (source US. Energy Information Administration, 10 May 2016). The land
based rig count in North America dropped from 1,031 in April 2015 to 451 in April 2016, a reduction of 56%. The
International count dropped from 902 to 726 (source Baker Hughes Rig count. 6 May 2016).

Enteq revenues reflected these reductions, falling from $18.5m in 2015 to $6.2m, a reduction of 66%. Through
protecting margins and very significant and early control of overheads, Ehteq delivered an adjusted EBITDA loss of
$0.7m which was inline with expectations. Cash was preserved through the year with a cash balance of $15.1m at
the end of March 2016, compared with a balance of $14.1m at the end of March 2015. An exceptional, one-off, non-
cash reduction in the carrying value of inventory ($2.7m) was. taken at the year-end in order to reflect the current
trading patterns.

Despite the excess equipment available in the market due to the decline in activity Enteq has maintained customer
loyalty and market share.

-

Employee numbers have further reduced from 56 at the end of March 2015 to 21 at the end of March 2016 and all
those who have left deserve recognition and thanks for their past contributions. The remaining team work diligently to
maintain the core of the company and be well positioned for any recovery.

As a further contribution to cost reduction and as a reflection of the company’s changed profile | will be stepping
down from the position of Chairman at the AGM in September 2016 and will leave the company. lain Paterson,
currently a Non-Executive Director, will take the role of Chairman. lain and Robin Pinchbeck, the other remaining Non-
Executive Director, have many years of oil industry and public company experience.

Prospects

The world macro-economic conditions of supply and demand in the oil & gas sector continue to create an uncertain
market for drilling and the timing of any recovery cannot be certain. :

Enteq continues to uncover new opportunities for sales of equipment outside -North America and continues to
maintain positive relationships within a changing customer base. Enteq’s strong cash balance and continuing tight cost
management means that the company is positioned to benefit from any market recovery.

Neil Wamer

Chairman




Chief Executive’s Operating and Strategic Review

Introduction

Enteq has had a further year of challenging market conditions in the oil and gas service sector and has adjustéd the
cost base and activities accordingly in order to protect cash reserves while maintaining core capabilities.

Reporting & performance indicators

A set of Key Performance Indicators are in pla'ce. These are reported weekly to senior management who review,
initiate action where required and follow-up. The following Key Performance Indicators are used:

Financial:

e Sales, gross profit margin, EBITDA, order intake, backlog, accounts receivable & payables ageing, worklng
capital days and capital expenditure.
Other performance measures:

e  Number of reportable Health and Safety Executive (*HSE”) incidents.

Key market indicators regularly monitored by management and Board of Directors include: Global ng Count North
American Rig Count, West Texas Intermediate (“WTI") Qil Price and Henry Hub Natural Gas Price.

Governance

Enteq is committed to maintaining high standards of Corporate Governance. As an AIM traded Company, Enteq is not
obliged to follow, and therefore has not adopted, the UK Corporate Governance Code (September 2012). However,
we seek to comply with its provisions where we consider them to be relevant to the company. More details are given
on page 24.

Strategy & Business Model
Market Overview

Enteq supplies Measurement While Drilling equnpment to the oil and gas lndustry world-wide to enable directional
drilling.

Directional drilling is carried out by oilfield service companies who either purchase equipment from 3 parties such as
Enteq or develop the equipment themselves. Measurement While Drilling equipment is used on every rig which drills
directional wells.

Due to the sustained low oil price during 2015 and the first quarter of 2016, on-going reductions in the number of
rigs drilling have occurred. In North America, which accounted for 90% of revenues in the last financial year, the rig
count reduced from 1,031 to 451 during the year. There is therefore considerable excess capacity of equipment
available, un-utilised, in the market.

During times of excess capacity, sales of new equipment and spare parts are severely restricted due to the
‘cannibalisation’ of spare equipment in order to keep operational systems in work at minimal costs.

Enteq has continued to develop markets outside North America, with some new agreements confirmed in the Middle
East, Africa, Russia and the Far East.

As a result of the poor market conditions a number of oilfield service companies have ceased trading and severe
cuts have been made across all of the customer base, however relationships have been maintained wherever possible
and overall market share should have been preserved.




Competition et e e,

‘Some consolidation has taken place amongst other 3% party suppliers of equipment and all players in the market
have had to undergo significant reductions. In the current depressed market place very little development or
innovation has been taking place. Enteq retains a strong independent position as a result of the strong balance
sheet. ) :

Product developrent and introductions -

Enteq has maintained the core disciplines within engineering and software development. A new software version and
some added functionality have been released. A patent application for an innovation is in process.

People

Headcount has continued to reduce from 94 at the end of March 2014, to 56 at the end of March 2015 and to 21
at the end of March 2016. Salary reductions and other cash saving schemes have been introduced. Core capabilities
have been maintained in most areas but with many personnel carrying out multiple functions.

It is intended that when a market recovery‘ is foreseen the capacity could be rapidly increased.

Facilities

Enteq has the following locations:

e Santa Clara, California: Engineering and Development. Electronic and sensor manufacture.
e  Houston, Texas: . Mechanical manufacturing, system assembly, sales and technical support.
e  Amersham, UK: Management, Finance and International sales.

Sales & Marketing

Regular contact is maintained with the entire customer base from the operational hub in Houston and- by the Chief
Operations Officer in North America. International opportunities and sales are generated from the UK office and by a
representative in China. Business development trips are made as and when required.

Future strategic direction

Enteq will maintain a sustainable small business suitable to the current market conditions. The company is well
positioned for a recovering or stabilised market. International prospects remain good. By protecting the cash on the
balance sheet Enteq can offer security but also, at the right time, take advantage of recovery opportunities by
sensible investment. Enteq continues to believe in a long term strategy of consolidation of technologies and
distribution. : :

Conclusion

Enteq has adapted to manage a rapidly declining market and has adjusted the cost base in order to preserve future
cash balances and profitability. The business is secure and ready to respond to growth opportunities around the
world and in North America when the market shows signs of recovery.

M~

Martin Perry
Chief Executive Officer
14 June 2016




Financial Review

Results
Year ended Year ended
31 March 31 March
2016 2015
$million Smillion
Revenue . 6.3 185
Gross profit a0 69
Overheads 4.7 6.8)
Underlying adjusted EBITDA : 0.7) T 01
Bad debt provisions - 0.9
Adjusted EBITDA (¥ ©08)
Depreciation & amortisation ) (1.3 (6.6)
Foreign exchange - -
Other charges 0.2 0.2
bngoing operating loss 2.2 . (7.6)
Impairment charge . - (395
Inventory write down Q@7 -
Other exceptional items 0.1 0.2
Interest . ‘ 0.1 01
Loss before tax 4.7 47.2
Tax. (O',l) 0.1)
Loss after tax _ 438) 47.3)

The results for the year to 31 March 2016 were significantly impacted by the dramatic decline in oil price befween
June 2014 and January 2015, which has continued on a more gently declining trend to the current level. This
éontinued fall significantly reduced Enteq’s North American customers’ order books, thus causing them to reduce the
number of active rigs in their fleets. In the period September 2014 to March 2016, the North American rig count
dropped 77% to approximately 450, with a 49% reduction in the year to March 2016. As revenue is derived from
both rigs being added to customers’ fleets and on-going replacement of items during rig operation, the dramatic
reductions in active (revenue generating) rigs resulted in the 66% fall in revenue, to $6.2m.  International revenue
(customers outside North America) was $0.6m; which, whilst down from $1.2m in the previous year, did include a new
customer in Congo, Enteqg’s first sale in Africa. The full year gross margin was 65%, up from 37% for the previous
year. This reflected both a movement in product mix to the higher margin lines (electronic components and rental) and
a reduction in the number of direct non-manufacturing labour posts (primarily supervisory and logistic positions).
During the year, 23 direct labour posts were removed. Total overheads, at $4.7m, were down $2.1m (32%) on the
previous year's ﬂgure.' This reduction can be further split into $0.6m relating to the 6 staff posts removed during the
year (plus the impact of similar posts removed during the previous 12 mo'nths) and $1.5m relating to non-staff costs.
This latter figure covers all overheads areas such as travel, marketing, maintenance, IT support, advisor and audit fees.
During the year both the Austin ‘and North Houston offices were closed, saving both rent and other associated office

running costs.




The combined depreciatidn and amortisation' charge was significantly down, due to the write off of all Intangible Assets
as at 31 March 2(5'15. This write off resulted in no related amortisation charge in the year to March 2016.

All indications are that the oil price is unlikely to significantly increase until at least mid to late 2017. Even when the
oil price does rise, there will be a further time lag before there is a rise in the active rig count and, hence, Enteq’s
addressable market. The Board, therefore, took the view that the carrying value of the company's inventory needed to
be brought into line with that which the market seems to be able to bear. Hence, an exceptional, non-cash, inventory

write down of $2.7m was taken during the period.

Included within “other exceptional items” were both the $0.3m cash settlement of the warranty claim against the

vendors of-the KMS business and the $0.1m of costs associated with the 29 staff redundancies made‘during the year.

The “Other charges” included in the ongoing operating loss for the year, primarily, relates to the non-cash charge

associated with the Performance Share Plan described on page 20.

The foreign exchange gain results from the movement in the GBP/USD exchange rate on the GBP cash balances held

by Enteq.

Statement of Financial Position

- Enteq’s assets and liabilities at the year-end were as follows:

As at 31 March: 2016 2015
| Smillion Smillion
Other intangible assets 03 -
Plant & equipment 29 48
Net working capital . 6.1 10.0
Cash 151 141
Net assets 24.4 289
Capital & reserves 244 289

The “Other intangible assets” represént the value of the R&D work, carried out by the engineering team, capitalised

during the year.

The reduction in plant & equipment is primarily due to the $1.3m of depreciation during the year, but also reflects
rental fleet assets coming off hire and hence back into inventory at the appropriate “used” value. As previously
mentioned, both the Austin and the North Houston locations were closed during the year. Whilst most of the

Sy
production equipment was re-located to South Houston, there were write-offs of remaining plant.

The $39m decreased in net Wbri(ing c»apital included the $2.7m non-cash write down of inventory plus the continuing

unwinding of both trade receivables and payables due to the reduced level of activity.




Cash flows

Year to 31 March: 2016 2015

$ million 5 million
Underlying adjusted EBITDA 0.7 01
Change in operational working capital ‘ . 1.7 11
Operational cash generated - 10 1.2
Investment in R&D, rental fleet, Capex and finished goods ‘ 03 (5.9
Warranty settlement received 0.3 -
Severance payments 01n - 0.1
Interest ' ' . 0.1 01
Net cash movement . 1.0 4.7
Opening cash balances 141 188

Foreign exchange movements - -

Closing cash balances 15.1 14.1

" Due to the senior management’s concentration on preserving cash since the major reduction in oil prices, the closing

cash balance of $15.1m is higher than both the previous year end ($14.1m) and that of the Interim results ($14.5m).

The positive change in operational working capital is primarily due to $1.6m reduction in trade receivables during the
year. As previously mentioned, there was a $OA.3r-n receipt relating to the settlement of the KMS warranty claim and

$0.1m of severance payments were made during the year.

Financial Capital Management
Enteq’s financial position is robust. Enteq had no bank borrowings or other debt and had a closing cash position of
$15.1m as at 31 March 2016.

. Enteq monitors its cash balances and movements daily and operates under treasury policies and procedures which are

set by the Board.

The financial statements are presented in US dollars as the Company’s primary economic environment, in which it
" operates and generates cash flows, is one of US dollars. Apart from its UK based overhead costs, substantially all

other transactions are transacted in US dollars.

Enteq -is subject to the foreign exchange rate fluctuations to the extent that it holds non-US Dollar cash deposits.

These GBP denominated holdings are now approximately 2% of total cash holdings.

Annual General Meeting

The Company’s Annual General Meeting will be held on 13 September 2016 at 12.00 noon at the offices of Investec

Bank plc, 2 Gregfiam Str :/ Longsh EC2V 7QF’. The formal notice is attached on page 61.

14 June 2016




Review of Principal Risks and Uncertainties
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The Board is responsible for the Group's risk management and during the year has undertaken a systerhatic review of
the key risks and uncertainties which face the Group. The Board establishes the framework for risk management
across the Group. It seeks to embed risk management and to facilitate the implementation of risk management
measures throughout the Group’s businesses. The Board refines its view of risks ‘on an on-going basis and as further
acquisitions are added and as the Group’s businesses enter new markets and develop new products.

The Directors believe the following risks to be the most significant for the Group. The mitigating activities described
below will help to reduce the likelhood or impact of each risk occurring, although the Board recognises that it will
not be possible to eliminate these risks entirely. The risks listed do not necessarily comprise all those relating to the
Group’s operations, or with an investment in the Group.

If any of the following risks were to materialise, the Group's businesses, financial condition, results or future
operations could be materially adversely affected.

INDUSTRY SPECIFIC RISKS

Fluctuations in oil and gas prices

Short-term fluctuations in oil and gas prices may lead to uncertainty in the oil and gas industry which can lead
to reduced investment in equipment by the Group’s customers. In addition, a longer term fall in oil and gas
prices could reduce levels of cash flow in the industry which could in turn lead to the reduction or deferral of
expenditure in the reach and recovery market.

Although not under the Board’s control, the Board actively monitors key energy commodity prices and other
industry parameters and if appropriate, acts expeditiously to manage costs and working capital as necessary.

.As can be seen from the Strategic Report, this risk significantly impacted on the Group’s business during the
year under review and appropriate actions have been put in place to minimise the impact of the reduced oil
price on both the Group’s profitability and cash reserves.

Economic fluctuations in territories where the Group’s products are used

Economic fluctuations in territories where the Group’s products are used create uncertalnty and discourage
investment. The Group’s products are used by service companies, which may deploy its equipment and services
in territories outside their national markets. Fluctuations in such territories could reduce the market size for the
Group’s products.

Management and the Board, using their experience and judgment, monitor political and economic developments
as appropriate in order to minimise, where possible the impact of such adverse events on the Group. Further,
the Group’s strategy of diversifying its customers, product lines and geographic markets helps to mitigate these
risks.

RISKS RELATING TO THE GROUP'S STRATEGY

Acquisition opportunities

During the current period of market uncertainty, the Board is adopting a cautious approach to acquisition
opportunities. Given the comfort that the current cash balances provide to the Board, it is unlikely that there
will be any significant acquisitions in the foreseeable future.  However, the Board continues to monitor and
assess potential earning enhancing acquisitions.

GROUP SPECIFIC RISKS

Dependence on key personnel

The future success of the Group is substantially dependent on the continued services and continuing
contributions of its Directors and key employees. The loss of the services of any of its Directors or other key
employees could have a material adverse effect on the Group.

The Board believes dependence on key personnel is an acceptable risk. However, the Board periodically reviews
the capability and availability of the necessary skills to manage the Group and will seek suitable replacements
or additions where appropriate.

With the further reduction in staff numbers during the year, this risk has increased. However, the Board needs
to balance this risk with the requirement to keep overhead spend constantly under review.
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Dependence on key customers

The Group is dependent on a relatively small number of key customers and the size of any individual order may
be substantial. The timing of these orders may materially impact on the Group results. The loss of business
due to any North America based customer going out of business in the current challenging market environment
is an increasing likely risk. The current cash balance, together with the cost reduction programs undertaken,
gives some comfort against any further downturn in the market.

As well as active management of key customer relationships, the Group’s strategy also involves broadening the
customer base especially outside North America, providing mitigation against such dependence.

Cash balances .
The level of the Group’s cash balance gives the Board significant comfort as to the future viability of the Group.
The majority of cash is held in fixed-term deposit accounts in USD.

NON-SPECIFIC RISK FACTORS

Health, Safety & Environment

Safety is one of our core priorities. The Group is subject to a number of Health, Safety & Environment (“HSE”)
laws and regulations that affect its operations, facilities and products in each of the jurisdictions in which it.
operates. The Group is committed to operating in compliance with all HSE laws and.regulations relating to its
products, operations and business activities. However, there is a risk that it may have to incur unforeseen
expenditures to cover HSE liabilities, to maintain compliance with current or future HSE laws and regulations or
to undertake any necessary remedy.

The Board closely monitors safety reporting and HSE compliance both at each monthly meeting and during visits
to the Group’s businesses.

Infringement upon intellectual property rights ,

The intellectual property of an acquisition may infringe upon intellectual rights owned by third parties, who may
challenge the Group’s rights to these. Patents and/or Know-How owned by the Group may be challenged by
third parties and may not be enforceable in certain parts of the world. In addition, agreements concerning
intellectual property rights entered into by the Group could be terminated and may have an adverse effect upon
the Group’s business.

Where appropriate the Group confirms the validity of its intellectual property via thorough pre-acquisition due
diligence and patent and trademark searches and will robustly defend any claims against it, if appropriate.

Fluctuations in foreign currency :
All Group sales and the majority of costs are transacted in' US Dollar and hence exposure to foreign currency
fluctuations is very limited.

The Group reports its earnings and net assets in US Dollars, being the principal source and investment base,
thereby mitigating the effects of fluctuations of US Dollar to Pounds Sterling exchange rates.

The Group will adopt financial hedging strategies to mitigate these risks where appropriate, subject to the
availability of suitable hedging products at an appropriate cost.

Business Interruption

Business interruption may occur as a result of a number of events, which are either within or outside the
Group’s control. These include: the failure or unavailability of operational and IT infrastructure; delay or
interruptions in the availability of products or services provided by third-party suppliers and natural disasters
such as earthquake, flooding and storms.

Mitigation is achieved by having a business continuity plan, relevant insurances and managing dependence on
key supplier relationships.

Threats to Cyber security
A compromise of the Group’s IT systems could cause significant disruption in production, shipments and cash
collection and lead to financial, intellectual property or commercially sensitive data losses.

The Group is mindful of the risk of cyber-attacks and breaches of cyber security. The company maintains
appropriate controls (such as IT system password protection, managing user access and privileges, malware
protection and network security) and compliance with relevant data protection regulations.

The Strategic Report set out on pages 4 to 11 was approved by the Board of Directors on 14 June and signed
on its behalf by:

"W

Chief Executive Officer




Corporate Social Responsibility

12

i BN H L.
Enteq is committed to developing relationships with its key stakeholders - employees, shareholders, customers,
suppliers and communities within the areas we operate. This report describes the policies and responsnbllltles which
Enteq has adopted to ensure that it is and remains a responsible global corporate cmzen

Our commitment to shareholders, employees and other key stakeholders is to create a sustainable orgamsatlon
capable of delivering long-term positive returns and providing stability to our employees.

The Group has implemented key policies in respect of:

e  Anti-bribery and Corruption
e Data protection and privacy
e Corporate ethics & standards code of conduct, including employee ‘speak up’ policy

In addition, the Group has implemented procedures to ensure that it:
e communicates appropriately with shareholders and employees;
o meets all health, safety and environmental legislative requirements; and
.« meets the highest standards of business ethics in all its dealings, including strict compliance with recent UK
legislation introduced to prevent bribery

Investor Communications

Communicating with the Company’s shareholders is of key importance to the Directors. We do so by press releases,
issued via the London Stock Exchange and institutional investor presentations. The Chief Executive and Finance
Director meet with major shareholders at least twice a year, following the announcement of the Group’s half and full
year results.

Employees

Despite the headcount reductions made in response to the market uncertainty in North America, we continue to
recognise that our employees are our most valuable asset. Both senior and local management have ensured that all
staff are kept informed of the changes to our trading patterns and fully explained the reasons behind the actions
taken during the year. As at 31 March 2016, the Group had 21 employees (2015 - 56).

During the year, the Board continued the “Speak Up” procedure for any employee wishing to raise, in confidence, any
concerns they may have about possible financial improprieties, breach of ethical business practices or other matters.
This telephone based service is run by an external agency who report quarterly to the Board.

Health and Safety

The Group is committed to achieving and maintaining the highest standards of safety for its employees, customers,
suppliers and the public. Enteq AlMs for best practice and employs rigorous health and safety practices.
Health and Safety policies include:

e Regular audit and maintenance reviews of facilities, equipment, practices and procedures to ensure
compliance with prevailing standards and legislation and a safe environment for all those who work within
and around our facilities.

s Seeking accreditation and alignment with internationally recognised Quality Assurance standards.

e  Monitoring and reporting to each Board meeting.

e Appropriate training and education of all staff.

The Group’s target is to achieve zero recordable incidents. Each local business is required to develop tailored policies
to reflect its daily business. These incorporate the Group’s approach to putting safety first and, at a minimum, to
comply with local regulatory requirements.

During the year, there were no fatalities across the Group’s operations with 5 reportable incidents (2015 - 9).
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Environment

The Group is committed to the protection of the environment and developing manufacturing processes and
procedures which ensure that any adverse effects on the environment are kept to a practicable minimum. We take
the view that sustainable development is in the interests of all our stakeholders and include environmental issues in
our planning and decision-making. <

The Group’s environmental policy is to look for opportunities and adopt practices that create a safer and cleaner
environment. We are particularly sensitive to the challenges for. the industry in which we operate.

Key aspects of our environmental policies include:
e Keeping any adverse effects on the environment to a practicable minimum.
» Encouraging the reduction of waste and emissions and promoting awareness of recycled materials and use
of renewable resources.
e Encouraging employees to pay special regard to envnronmental issues and requirements in the communities
in which the Group operates.
¢ Incorporating health, safety and environment considerations into the design of new facilities.

Business Ethics

The Group’s Directors and employees promote the highest standards of honesty and integrity in the way it goes
about its business, recognising that the Group’s reputation is of critical importance in the industry in which we
operate.

Through the Group’s Code of Conduct and compliance with the UK Bribery Act and the US Foreign and Corrupt
Practices Act, the Group has policies and controls in place detailing procedures on how. the Group interacts with
customers, suppliers and governments around the world. These include a Global Gift and Entertainment Guideline
which codifies the standards and conduct which we set for our employees’ interactions with customers, suppliers and
other external parties.




Report of the Directors
For the year to 31 March 2016
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The directors present their report with the financial statements of the Group and the Company for the year to
31 March 2016.

DIRECTORS
The directors holding office at the year end are as follows:

Martin Perry Chief Executive Officer

Martin Perry (54), formerly CEO of Sondex plc. Martin entered the oil industry in 1984, initially as a field engineer
after gaining an engineering degree at Exeter University. Martin then worked- in the IT and Data Communications
industry, before leading the Management Buy Out at Sondex. Following the acquisition of Sondex by GE in 2007,

"Martin was appointed CEO of GE's Oilfield Technologies Division and subsequently served as Non-Executive

Chairman of 3 private equity-backed businesses.

Raymond Garcia Chief Operations Officer
Raymond Garcia (60), formerly Senior VP of Sondex, Non-Executive Director of Tendeka and VP of Tucker Energy,

"~ an Americas-based multi-million dollar oilfield service company. Responsible for revenue growth in the Americas

from $5m to $200m at Sondex, Raymond played a strategic role in acquisitions and business development.
Raymond has a BSc, MSc & MBA from Houston Baptist University. His early career was in oilfield services with what
is now Baker Hughes with experience as country manager of several major territories including Nigeria and
Venezuela.

David Steel Finance Director

David Steel (56), is a Chartered Accountant who qualified in KPMG's London office. David has held senior finance
positions in a wide variety of industries including international trade exhibitions and aerospace manufacturing. Prior
to joining Enteq, initially as Group Financial Controller, he was Deputy Finance Director of a global provider of
geoprediction tools to the upstream oil and gas industry.

Neil Warner Non-Executive Chairman

Neil Warner (63), Non-Executive and Audit Committee Chair of both Vectura Group plc and Trifast plc. Formerly
Senior Independent Director at Dechra Pharmaceuticals plc and Finance Director at Chloride Group plc, a position
he held for 14 years until its acquisition by Emerson Electric. Prior to this, Neil was at Exel plc (formerly Ocean
Group plc and acquired by Deutsche Post in December 2005) where he held a number of senior posts in financial
planning, treasury and control. He has also held senior positions in Balfour Beatty plc (formerly BICC Group plc),
Alcoa and PricewaterhouseCoopers.

lain Paterson Non-Executive Director :
lain Paterson (69), formerly Chairman of Sondex plc and ITE Group plc, Non-Executive Director of Hunting plc,
Paladin Resources plc, MOL NyRt and of the Advisory Board of the Oman Oil Company, lain has over 45 years’
experience in the oil industry. He held senior management positions at BP and was a main Board director of
Enterprise Oil plc. lain chairs the Company's Remuneration Committee.

Robin Pinchbeck Non-Executive Director

Robin Pinchbeck (63), is Non-Executive Director of IGas Energy plc. He was an Executive Director at Petrofac
Limited, where he founded and led the Operations Services division, from 2002 until IPO in 2005. His
earlier career included senior management roles at BP plc. Former non-executive directorships include
Sparrows Offshore Limited (Chairman), Sondex and EnQuest plc. Robin chairs the Company's Audit
Committee.

No directors require re-election at the forthcoming Annual General Meeting. However, as previously
announced, following the AGM, Neil Warner will stand down as Chairman and leave the Company and
Raymond Garcia will step down from the Board (but remain as Chief Operating Officer, based in Texas, USA).

Dividends
No dividends will be distributed for the year ended 31 March 2016 (year ended 31 March 2015 - nib.

Changes in the Group during the Financial Year
There were no changes during the current financial year.

Post Balance Sheet Events
There were no post balance sheet events.
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Risks and uncertainties '
A review of the key risks and uncertainties affecting the Group is set out on pages 10 and 11. The Group’s
exposure to key financial risks is set out in Note 25 to the financial statements.

Directors’ and Officers’ Liability Insurance

The Company maintains insurance against certain liabilities, which could arise from a negligent act or a breach of
duty by its Directors and Officers in the discharge of their duties. This is a qualifying third party indemnity
provision, which was in force throughout the financial year.

Annual General Meeting _

The Annual General Meeting of the Company will take place on 13 September, 2016 at 2 Gresham Street, London
EC2V 7QP commencing at 12.00 noon. At the meeting, as well as routine matters, members will be asked to
receive the Report of the Directors and Accounts, to re-appoint all Directors and to approve the auditors and their
remuneration. Further details of the resolutions are set out in the letter concerning the Annual General Meeting,
which accompanies the Notice of the Annual General Meeting.

Powers of the Directors _
Subject to the Company’s Articles of Association, UK legislation and any directions prescribed by resolution of the
Company in general meeting, the business of the Company is managed by the Board. The Directors have been
authorised to allot and issue Ordinary shares and to make market purchases of the Company's Ordinary shares.
These powers are exercised under authority of resolutions of the Company as adopted at incorporation.

Share Capital

The Company’s issued share capital comprises a single class, which is divided into Ordinary shares of 1p each,
details of which are set out in note 18 of the financial statements. As at 31 March 2016, there were 59,700,623
Ordinary shares in issue. The movements in share capital during the year are set out in note 18 on page 45.

Voting Rights and Restrictions on Transfer of Shares )

On a show of hands at a general meeting of the Company, every holder of Ordinary shares present in person or
by proxy, and entitled to vote, has one vote, and, on a poll, every member present in person or by proxy and
entitled to vote has one vote for every Ordinary share held. Further details regarding voting at the Annual General
Meeting can be found in the notes to the Notice of the Annual General Meeting. None of the Ordinary shares carry
any special rights with regard to control of the Company. Proxy appointments and voting instructions must be
received by the Company’s Registrars not later than 48 hours before a general meeting.

A shareholder can lose his entitlement to vote at a general meeting where that shareholder has been served with a
disclosure notice and has failed to provide the Company with information concerning interests in those shares.
Shareholders rights to transfer shares are subject to the Company’s Articles of Association.

Substantial Interests

As at the latest practicable date prior to publication of this report, pursuant to the Disclosure and Transparency
Directive, issued by the Financial Conduct Authority, the major shareholders (over 4%) of the Company were as
follows:

Shareholder Number of Ordinary shares ~ Percentage of issued
: held Ordinary Shares
Hawkwood Capital . 5,205,000 87
Morgan Stanley 3,925,000 6.6
City Financial 3,900,341 ‘ 6.5
Hargreave Hale 3,480,688 5.8
Schroder Investment Management 3,300,000 5.5
Salvepar ' 3,000,000 ‘ 5.0
Directors ' 2,945,527 49

Political Donations
During the year the Company made no Political donations.
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Registrar

The address and contact details of Computershare, the Company’s Registrar, are listed at the front of this report.
Computershare is the Company’s single alternative inspection location, whereby individuals can inspect the register
of members. Individual shareholders may view their personal shareholder information online, through the
www.computershare.co.uk website.

Articles of Association

The Company’s Articles of Association may only be amended by special resolution at a general meeting of
shareholders. Where class rights are varied, such amendments must be approved by the members of each class of
share separately. i :

Statement of Directors’ Responsibilities
The directors are responsible for preparing the Strategic Report, the Report of the Directors and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the Group financial statements in accordance with International Financial.
Reporting Standards as adopted by the European Union and have elected to prepare the parent Company financial
statements in accordance with United Kingdom Generally Accepted Accounting Practice including Financial Reporting
Standard 101 - The Reduced Disclosure Framework' (FRS 101) and applicable laws with the Companies Act 2016.
Under Company law the directors must not approve the financial statements unless they are satisfied that they give
a true and fair view of the state of affairs of the Company and the Group and of the profit or loss of. the
Company and Group for that period. In preparing these financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- state whether applicable IFRS/UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's and the Group's transactions and disclose with reasonable accuracy at any time the financial position of
the Company and the Group and enable them to ensure that the financial statements comply with the Companies
Act 2006. They are also responsible for safeguarding the assets of the Company and the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

Statement as to Disclosure of Information to Auditors

The directors confirm that, in so far as each of the directors is aware, there is no relevant audit information of
which the Group’s auditors are unaware, and each director has taken all the steps that he ought to have taken as
a director in order to make himself aware of any relevant audit information and to establish that the Group's
auditors are aware of that information.

The directors are responsible for the maintenance and integrity of the corporate and financial information included
on the Company’s website. Legislation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

The annual report including the strategic report, includes a fair review of the development and performance of the
business and the position of the company and the undertakings included in the consolidation taken as a whole,
together with a description of the principal risks and uncertainties that they face.

Going Concem

Despite the current uncertain market conditions, the Group has significant cash resources to enable it to trade
through these conditions. As a consequence the directors believe that the Group is well placed to manage its
business risks successfully.

Accordingly, the Directors have a reasonable expectation that the Group has adequate resources to continue in
operational existence for the foreseeable future and -consequently have adopted the going concern basis of
accounting in preparing these financial statements.
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Auditors :
Grant Thornton UK LLP will be proposed for reappointment at the forth coming "Annual General Meeting in
accordance with Section 489(4) of the Companies Act 2006.

14 June 2016




Remuneration Committee Report
For the year to 31 March 2016
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Introduction

The Company is AIM-listed and therefore is not legally required to set out its remuneration policy but it is doing so on a
voluntary basis. To the extent that such principles are relevant to the current circumstances of the Company, the provisions of
inter alia the Directors’ Remuneration Report Regulations 2008 and the UK Corporate Governance Code (September 2014) are
taken into account. As required by AIM Rule 19, the Company has disclosed the remuneration received .by its directors during
the financial period.

Remuneration Committee

The Remuneration Committee is responsible for determining the remuneration of the chairman and the executive directors,
including setting competitive salaries, annual performance targets and participation in the Company’s . executive share-based
incentive plans. The Committee also takes account of the remuneration policy for the Group’s senior executives.

The constitution and operation of the Committee during the year has complied with the UK Corporate Governance Code’s
guidance on Directors’ remuneration. The terms of reference of the Committee are available on request.

Remuneration policy

The Company's remuneration policy aims to encourage a performance-based culture, attract and retain high calibre executive
directors and align executive directors’ and shareholders' interests. In determining such policy the Remuneration Committee
takes into account all factors which it deems necessary, including the Company's wider pay structures. The objective of the
policy is to ensure that executive management are provided with appropriate incentives to encourage enhanced long-term
performance and are, in a fair and responsible manner, rewarded for their individual contributions to the success of the
Company.

The remuneration policy of the Company has a number of principal components:

Salary and benefits
Basic salaries are determined by the Remuneration Committee bearing in mind the salaries paid in AlM-listed and other same-
sector companies. Executive directors also receive taxable benefits including life insurance policies and healthcare.

The Remuneration Committee has considered the requirements of the combined code to set an upper limit for executive pay
levels. However, the committee also recognises the need to attract and incentivise management and therefore does not believe
it is appropriate to set such limits at this stage of the Group's development, although the appropriateness of all incentive
packages are considered by the Committee. Any bonus will be subject to Remuneration Committee approval.  The
Remuneration Committee will continue to monitor this policy.

Annual Bonus Plan

The annual grant of bonuses is conditional upon the achievement of targets by reference to agreed financial performance
measures. The scheme is applicable to all executive directors. For the financial year ended 31 March 2016 the targets
related equally to the group achieving a positive underlying adjusted EBITDA and positive cash generation during the year. The
financial target relating to underling adjusted EBITDA was not achieved, but the target relating to cash generation was
achieved, thus a bonus payment relating to this element only was payable. In the financial year to 31 March 2015 no targets
were achieved and so no bonus payments were made relating to that year.

Long-term Incentive and Share Option plans

The Company believes that employee share ownership strengthens the link between their personal interests and those of the
shareholders. Consequently, the Company has put in place a Share Option Plan. All Group employees participate in the Plan,
except for members of the Board. David Steel still holds some shares from his time as an employee. The executive
directors (M G Perry, R Garcia and D M Steel) are incentivised via the PSP scheme (see below). In addition, M G Perry and R
Garcia were awarded Incentive Shares as part of the IPO process in July 2011. The Incentive Shares vested equally in both
June 2014 and June 2015; no value was created by either tranche of these shares.

On 17 September 2014, the Company introduced a Performance Share Plan (‘PSP") for the Executive Directors and other key
senior managers. The Remuneration Committee were given the power to grant awards at the nominal value of the shares, but
the exercise of which is subject to certain performance conditions. Such awards will lapse if not exercised within 10 years of
grant. The participants in this Plan are no longer eligible for awards under the Share Option Plan or other Long-term
Incentive Plan. The details of the grants awarded under all incentive plans, to date, are shown in a table on page 20.




Directors’ service contracts

All executive directors are employed under service contracts. The services of all executive directors may be terminated by the
provision of a maximum of 12 months' notice by the Company and the individual. Services of Non-Executive directors may be
terminated by the provision of a maximum of 3 months' notice by the Company and the individual.

Directors’ remuneration
The information contained within the Directors’ Remuneration section of this report has been audited. -

The annual remuneration rates of the directors in office during the year ended 31 March 2016 were as follows (all salaries
denominated in £ Sterling have been converted to US dollars):

Annual Salaries, Annual
Fees, Bonus Actual amounts Salaries, ~ Actual
and Benefits paid during the Fees, Bonus amounts paid
year to and Benefits during the
: . year to
31/03/2016¢ 31/03/2016 31/03/2015 31/03/201%
USDk USDk USDk USDk
M G Perry 420 294 314 573
R Garcia 462 319 316 590
D M Steel 267 202 215 297
Total - Executive 1,149 815 845 1,460
I S Paterson 45 30 48 40
R H Pinchbeck 45 30 48 40
N W Warner 85 71 90 83
Total - non executive 175 131 186 163
Total 1,324 946 1,031 1,623
Notes:
a mncludes share based payments and bonuses awards to be paid in following year.
b no bonus payments made in year )
c no bonus awards made in year
d includes bonus payments relating to the previous year.

M G Perry, R Garcia and D M Steel received no increase in their salaries in the year to 31 March 2016 and have not received
any increases since they were appointed to the Board. ’ '
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From 1st February 2015, elements of the Board’s remuneration were agreed to be settled in shares rather than cash. The
following elements of Board members’ compensation relate to balances settled in shares:

31 March
2015

Issued during

31 March
2016
Issued during Issued post
year year end
T USDk USDk
M G Perry 36 -
R Garcia - -
D M Steel 18 -
Total - Executive 54 -
I S Paterson 30 15
R H Pinchbeck 30 15
N W Warner 28 14
Total - non executi\_/e 88 44
Total 142 - 44
Interests in share options, Incentive shares and PSP options

Number of Number_of

_at 31/3/15 _at 31/3/16

| S Paterson 40,0000 -

R H Pinchbeck : 40,000 -

N W Warner 75,000 -

M G Perry ) - -

R Garcia - : -

D M Steel: 40,000 40,000

50,000 50,000

120,000 120,000

210,000

Total 365,000

year
USDk

50,000

Issued post
year end
USDk

12

9

6

27

NN 00

Price

100.0
100.0
100.0

63.0
62.0
486

Vesting dates

June 2015
June 2015
February 2016
July 2016
January 2017

Given the share price at the date of signing of the financial statements, there is no value in any of the share options that are

currently vested.

Number of PSP Number of PSP

Options Options

_at 31/3/16 _at 31/3/15

M G Perry 538,462 538,462
R Garcia 538,462 538,462
D M Steel 147,692 147,692
M G Perry 460,526 -
R Garcia 460,526 -
D M Steel 157,895 -
Total - , 2,303,563 1,224,616

Vesting dates
March 2017

March 2017
March 2017

March 2018
March 2018
March 2018




The performance conditions for each of the PSP awards are as follows:

Vesting Date: : : March 2017 March 2018
Proportion awarded for compound annual growth rate
of: ,
30% or greater 100% 100%
10% 33% 33%
Less than 10% 0% 0%
Award pro- rated if growth between 10% and 30%
Weighting:
TSR (share price) growth 50% - 100%
eps growth : 50% . -%
Start point: .
TSR (share price) growth - 32.5p 16p
eps growth $0.03 . -

Given the performance of both the share price and eps since the award of both these tranches of -PSP’s, the likelihood of

value being created by the current awards under the PSP scheme is remote.

The total amount to be expensed over the vesting period of all the above options is determined by reference to the fair value
at the date of granting and the number of awards that are expected to vest.

The Non-Executive Director Share Option: scheme was put in place in anticipation of the Company’s IPO, in June, 2011 and
was closed on completion of the Company’s IPO in July, 2011. This Scheme did not conform to best practice as set out in

" The UK Corporate Governance Code. However, the Directors believed that granting options under the Scheme was an
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appropriate incentive for the Non-Executive Directors, who committed significant time and bore personal reputational risk in
undertaking the Company's IPO. As a result, up until the final vesting date of 30 June 2015, the Non-Executive Directors were
considered not to be independent. However, since 1 July 2015, this is no longer the case and the Non-Executive Directors are

_now considered to be independent.

Interests in warrants .
There were no interests held by directors or persons connected to the directors in warrants over shares in Enteq Upstream plc
at 31 March 2016..

Highest paid director

The Companies Act 2006 requires certain disclosures about remuneration of the highest paid director taking into account
emoluments, gains in exercise of share options and amounts receivable under long-term incentive schemes. Details of this
remuneration are set out in Note 7 on page 40. :

lain Paterson

Chairman of the Remuneration Committee
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This report for shareholders sets out Enteq Upstream PLC's approach to Corporate Governance. We have reported on our
Corporate Governance arrangements by drawing upon best practice available, including those aspects of the UK
Corporate Governance Code we consider to be relevant to the company. More details are given on page 23.

Board Composition

The Board of Enteq Upstream PLC is responsible for determining strategic direction and reviewing management and
operational performance. Operational performance is delegated to the Executive Directors, who meet regularly to review
the performance of and prospects for the business. The composition of the Board is set out below.

Audit Remuneration  Nomination

) Board — committee - committee committee
Raymond Garcia Chief Operations Officer Member
Martin Perry Chief Executive Officer Member
David Steel Finance Director Member
lain Paterson Non-Executive Director Member Member Chairman Member
Robin Pinchbeck Non-Executive Director Member Chairman Member Member
Neil Warner Non-Executive Director Chairman Member Chairman

In the year under review the Board formally met on 13 scheduled occasions, with additional meetings and conference E
calls held as deemed necessary.

The division of responsibilities between Neil Warner, Chairman, and Martin Perry, CEO, has been clearly established by
way of written role statements, which have been prepared by the Board. The Chairman's main responsibilities are to lead
the Board, liaising as necessary with the CEO on developments between meetings of the Board, and to ensure the CEO
and his executive management team have appropriate objectives and that their performances against those objectives are
reviewed. The CEO is responsible to the Board for the executive management of the Group and for liaising with the
Chairman and keeping him informed on all matters.

Board Evaluation .

During the year a Board evaluation was carried out by both the Non-Executive and Executive Directors. The Board was
regarded as effective and possessed sufficient skills and experience to enable it to discharge its responsibilities
appropriately. The evaluation further confirms the Board’s belief that the Board balance and the composition of each
main Board Committee is appropriate. In reviewing the Board it was concluded that the skills and experience the
Executive Directors bring to the Board are complementary to each other and those of the Non-Executive Directors.

Board Committees ]
The Board has three main committees to which it delegates responsibility and authority.

Audit Committee

The Audit Committee comprises solely of Non-Executive Directors of the Company. As explained above the Non-Executive
Directors are not considered to be independent and as such the composition does not meet the composition
requirements of the Code at present. Whilst no members of the committee. have direct, recent financial experience they
are considered to have the necessary skills to fulfil their duties based on their knowledge of, and experience of working
in, our core market, combined with the availability of financial advice either externally or from Neil Warner as and when

they require it. The committee has met twice during the year under review: .




23

Responsibilities
The responsibilities of the Audit Committee include to:
- monitor and review reports from the Executive Directors, including the Group’s financial statements and Stock
Exchange announcements;
monitor and review the Group’s systems of internal control;
review reports from the Group’s external auditors;
monitor any corporate governance and accounting developments;
monitor the Group’s bribery act compliance procedures;
consider and recommend to the Board the reappointment of the external auditor;
agree the scope and fees of the external audit;
monitor and approve engagements of the external auditor to provide non-audit services to the Group;
review of the external auditor's independence and effectiveness of the audit process and assess the level and
quality of service in relation to fees paid. ’

External audit : _—

The external auditors’ full year report includes a statement on their independence, their ability to remain objective and to
undertake an effective audit. The committee considers and assesses this independence statement on behalf of the Board
taking into account the level of fees paid particularly for non-audit services. The committee considers the effectiveness of
the audit by reviewing and taking account of Financial Reporting Council reports on the auditors; input from executive
management; consideration of responses to questions from the audit committee and the audit findings reported to the
committee.

Grant Thornton UK LLP have been the Group’s auditor since incorporation. The Audit Committee is satisfied with their
effectiveness and their independence and, given the short length of their tenure and the stage of the Group's
development, has not considered it necessary to require an independent tender process.

The committee closely monitors fees paid to the auditors in respect of non-audit services, which are analysed within note
9. In 2016, fees for non-audit services totalled $37k in comparison to audit fees of $78k. The scope and extent of non-
audit work undertaken by the external auditor is monitored by, and, above certain thresholds, requires prior approval
from the committee to ensure that the provision of such services does not impair their independence or objectivity.

“Internal audit

At the stage of the Group's development the Board do not consider it necessary or cost effective to employ a separate
internal audit team. The senior finance team carries out reviews on an on-going basis. These reviews are available to the
Committee and encompass the identification of the key business, financial, compliance and operational risks facing each
operating location, together with an assessment of the controls in place for managing and mitigating these risks. The
committee will continue to- monitor the need for a separate internal audit function. '

Remuneration Committee

The Remuneration Committee comprises solely of Non-Executive Directors of the Company and is responsible for
reviewing remuneration arrangements. for the Board and other senior employees of the Group and for providing general
guidance on aspects of remuneration policy- for the Group. The committee met 6 times during the year under review.

Nomination Committee
The Nomination Committee comprises solely of Non-Executive Directors of the Company and is responsible for reviewing
and recommending executive and Non-Executive Board appointments for the Group.

Prior to the appointment of a Director, the Nomination Committee undertakes an evaluation of the Board's requirements
to ensure the balance of skill and experience is maintained to fulfil the Group’s strategy. When considering appointments
due consideration is also given to the diversity of the Board to ensure there is an appropriate mix of experience and
skill to enable the Board to operate as effectively as possible.

In accordance with the Corporate Governance Code's guidance for non-FTSE 350 companies on the re-election of |
directors and the articles of association of the Company, all directors are subject to re-election at the first annual
general meeting after their appointment, and to re-election thereafter on a triennial basis.
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Intemal Controls

The Board acknowledges its responsibility for the Group’s system, of internal control, for reviewing its effectiveness and

for compliance with relevant legislation. The internal control system, which has been in place throughout the year under

review, is structured to allow the Board to identify, evaluate and manage the significant risks to which the Group is
exposed. The system comprises the following elements:

e Management Structure - within operational parameters set by the Board, management is delegated to the Executive
Directors. The Executive Directors meet and communicate regularly with the Board to ensure a thorough and
consistent flow of information about the business.

e Reporting and Consolidation -The Group receives detailed financial information from subsidiaries, which take the form
of monthly management accounts, annual budgets and forecast projections. The Group also monitors and reviews
new UK Listing Rules, Disclosure and Transparency Rules, accounting standards, interpretations and amendments and
legislation and other statutory requirements. Subsidiary reporting entities are supported by instruction from the
Group. Data is subject to review and assessment by management through the monitoring of key performance ratios
and comparison to targets and budgets. The content and format of reporting is kept under review and periodically

. amended to ensure appropriate information is available. :

s  Strategic Planning and Budgeting - strategic plans and budgets containing comprehensive financial projections are -
formally presented to the Board for consideration and form the basis for monitoring performance.

e Legislative Compliance and Codes of. Conduct - the Group has and is implementing procedures to ensure it meets
its legislative and other responsibilities. The Group has implemented formal procedures including the publication of
bribery and corruption policies and guidelines on interacting with customers, suppliers and agents, as well as policies
for gifts, entertainment and hospitality. .

-

As an AIM listed company, Enteq Upstream PLC has not adopted the UK Corporate Governance Code. However, we seek
to comply with its provisions where we consider them to be relevant to the company. In particular, while this is not an
exhaustive list, we wish to draw attention to the following areas where Enteq Upstream PLC does not follow the Code:

¢ No member of the Audit Committee has direct, recent financial experience. As such the Group was not compliant
with provision C.3.1; and

e For the reasons identified in the Remuneration Committee Report above the Remuneration Committee has not set
upper limits on executive remuneration levels. As such the Group was not compliant with the provisions in ‘schedule
A
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We have audited the financial statements of Enteq Upstream PLC for the year ended 31 March 2016 which comprise the
consolidated income statement, the consolidated statement of comprehensive income, the consolidated statement of
financial position, the consolidated statement of changes in equity, the consolidated statement of cash flows, the
company statement of financial position, the company statement of changes in equity, the company statements of
cashflows and the related notes. The financial reporting framework that has been applied in the preparation of the
consolidated financial statements is applicable law and International Financial Reporting Standards (IFRSs) as adopted by
the European Union. The financial reporting framework that has been applied in the preparation of the Company financial
statements is applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) including FRS 101 ‘Reduced Disclosure Framework'.

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the

Companies Act 2006. Our audit work has been undertaken so that we might state to the Company’s mémbers those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted

by law, we do not accept -or assume responsibility to anyone other than the Company and the Company’s members as a

body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 16, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility
is to audit and express an opinion on the financial statements in accordance with applicable law and International
Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’'s (APB’s)
Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council's website at

www.fre org.uk/auditscopeukprivate.

Opinion on financial statements

In our opinion:

~e the financial statements give a true and fair view of the state of the Group's and of the Company's affairs as
at 31 March 2016 and of the Group's loss for the year then ended;

‘s the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the
European Union;

e the parent Company financial statements have been properly prepared in accordance with United Kingdom
Generally Accepted Accounting Practice; and

e the financial statements have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and Directors’ Report for the financial year for which the
financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to
you if, in our opinion: :
e adequate accounting records have not been kept by the Company, or returns adequate for our audit have not
been received from branches not.visited by us; or
the Company financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

Gt oondse L 1L,

Nicholas Watson

Senior Statutory Auditor

for and on behalf of Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Reading '

14 June 2016
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Consolidated Income Statement
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Revenue
Cost of Sales
Gross Profit

Administrative expenses before
amortisation

Amortisation of acquired intangibles
Impairment of acquired intangibles
including goodwill ‘ '

Other exceptional items

Foreign exchange loss on operating
activities

-Total . Administrative expenses

' Operating loss

Finance income
Loss before tax
Tax expense

Loss for the period

Loss attributable to:
Owners of the parent

Loss per share (in US cents):
Basic
Diluted

Adjusted (loss)/earnings per share (in
US cents):

Basic

Dituted

Notes

10

11

11

Year to 31
Year to 31 March 2016 March 2015
$000's - $ 000's $ 000's $ 000's
Ongoing  Exceptional .

operations items Total Total
- 6,289 - 6,289 18,525
(2,201) - (2,201) (11,614
4,088 - 4,088 6,911
(6,225 - (6,225) (8,809)
0 - (€10)] (5,701)

- - - (39,538) |
- (2,585) (2,585) (122)
(1) - o)) (12)
(6,256) (2,585) (8,841) (54,182
(2,168 (2,585) (4,753) (47,271)
93 - 93 127
(2,075) (2,585) (4,660) (47,144)
81 - 3D 83)
(2,156) (2,585) . (4,741) (47,227)
(2,156) (2,585) (4,741) (47,227)
8.0 (80.1)
8.0 (80.1)
(36) 3D
(3.6) 3.D




Enteq Upstream plc

Consolidated Statement of Comprehensive Income

Year to 31 Year to 31
March 2016 March 2015
$ 000's $ 000's
Loss for the year (4,741) (47,227)
Other comprehensive income for the year:
ftems that will not be reclassified subsequently to profit and loss - -
fttems that will be reclassified subsequently to profit and loss - -
Total comprehensive income for the period (4,741) (47,227)
Total cbmprehens/ve income attributable to:
Owners of the parent (4,741) (47,227)
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Enteq Upstream plc

Consolidated Statement of Financial Position

As at 31 March As at 31 March

201§ ‘ 2015

Notes $ 0005s $ 000's
Assets
Non-current v
Goodwill _ : 12a - -
Intangible assets 12b - 267 -
Property, plant and equipment 13 2,903 4837
Non-current assets ) 3,170 4837
Current
Trade and other receivables ‘ 15 3,423 5,019
Inventories : 16 4214 7,363
Cash and cash equivalents 17 15,121 14,091
Current assets 22,758 26,473
Total assets . 25,928 31,310
Equity and liabilities
Equity
Share capital 18 950 939
Share premium : ‘ 18 90,558 90,395
Share based payment reserve 549 364
Retained earnings . ’ _ (67,562) (62,821)
Total equity . 24,495 28,877
Liabilities
Current
Trade and other payables _ - 19 1,433 2,433
Total liabilities 1,433 2,433
Total equity and liabilities » ‘ 25,928 31,310

The financial statements were authorised for issue and approved by the Board of Directors on
14 June signed on its behalf by:

28




Enteq Upstream plc

Consolidated Statement of Changes in Equity

29

Issue of share capital
Share based payment charge

Transactions with owners

* Loss for the period

Other comprehensive expense for the year
Total comprehensive income
Total movement

As at 1 April 2015
As at 31 March 2016

Share based payment charge
Transactions with owners

Loss for the period

Other comprehensive expense for the year

Total comprehensive income

Total movement
As at 1 April 2014
As at 31 March 2015

Share

Called up based
share Retained ‘Share payment Total
capital earnings premium reserve equity
$ 000s $ 000's $ 000s $ 000's $ 000's
11 - 163 - 174
- - - 185 185
11 - 163 185 359
- (4,741) - - (4,741)
- (4,741) - - (4,741)
939 62,821) 90,395 364 28,877
950 (67,562) 90,558 549 24,495

Share

Called up ' based
share Retained Share payment Total
capital earnings premium reserve equity
$ 000's $ 000's $ 000's $ 000's $ 000's
- - - 142 142
- - - 142 142
- (47,227) - - (47,227)
- (47,227) - - (47,227)
- (47,227) - 142 (47,085)
939 (15,594) 90,395 222 75,962
939 (62,821) 90,395 364 28,877
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Cash flows from operating activities
Loss for the year

Net finance income .

Loss on disposal of fixed assets

Share-based payment non-cash charges
Foreign exchange difference _
Impairment of acquired intangibles and goodwill
Depreciation and Amortisation charges

Decrease/(increase) in inventory
Decrease in trade and other receivables
Decrease in trade and other payables
Net cash from operating activities
Investing activities

Purchase of tangible fixed assets
Disposal proceeds of tangible fixed assets
Purchase of intangible fixed assets
Interest received

Net cash from investing activities
Financing activities

Share issue

Net cash from financing activities

Increase/(decrease) in.cash and cash equivalents

Non-cash movements - foreign exchange

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Year to 31 March

Year to 31 March

2016 2015
$ 000's $ 000's
(4,741) (47,227)
(93) (127)
43 195
185 142
1 12
- 39,538
1,349 6,665
(3.256) @802
3714 (1,773)
1,596 3645
(1,000) (2,429)
1,054 (1,359
(66) (2.297)
72 -
(297) (1,197)
93 127
(198) (3.367)
175 -
175 -
1,031 (4,726)
1 12)
14,091 18,829
15121 14,091
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1.

3.

NATURE OF OPERATIONS
The principal activity of Enteq Upstream Plc and subsidiaries is that of acquiring, consolidating and operating

companies providing specialist reach and recovery products and technologies to the upstream oil and gas services
market. :

GENERAL INFORMATION AND STATEMENT OF COMPLIANCE WITH IFRS

Enteq Upstream Plc, the Group’s ultimate parent Company is a limited liability Company incorporated and domiciled
in England and Wales. Its registered office is The Courtyard, High Street, Ascot, Berkshire, SL5 7HP. Enteq's shares
are listed on the Alternative Investment Market of the London Stock Exchange. The consolidated financial statements

of the Group have been prepared in accordance with International Financial Reporting Standards as adopted by the
EU. .

STANDARDS, AMENDMENTS AND INTERPRETATIONS OF ACCOUNTING POLICIES

Standards, amendments and interpretations to existing standards that are not yet effective and have not been
adopted early by the Group

At the date of authorisation of these financial statements, certain new standards, amendments and interpretations to
existing standards have been published by the IASB but are not yet effective, and have not been adopted early by
the Group. Management anticipates that all of the relevant pronouncements will be adopted in the Group’s
accounting policies for the first period beginning after the effective date of the pronouncement. Information on new
standards, amendments and interpretations that are expected to be relevant to the Group’s financial statements is
provided below. Certain other new standards and interpretations have been issued but are not expected to have a
material impact on the Group’s financial statements. These are:

e IFRS 9 Financial Instruments’ (2014)
The new standard changes the classification and- measurement of financial assets and
introduces a new ‘expected credit loss’ model for the impairment of financial assets. It also
provides new guidance on the application of hedge accounting. IFRS 9 is effective for annual
reporting periods beginning on or after 1 January 2018. The classification and measurement of
the Group’s financial assets will need to be reviewed based on the new criteria.

e IFRS 15 ‘Revenue from Contracts with Customers’

This standard presents new requirements for the recognition of revenue, replacing IAS 18
‘Revenue’, IAS 11 ‘Construction Contracts’, and several revenue-related Interpretations. The new
standard establishes a control-based revenue recognition model and provides additional
guidance in many areas not covered in detail under existing IFRSs, including how to account
for arrangements with multiple performance obligations, variable pricing, customer refund rights,
supplier repurchase options, and other common complexities.  IFRS 15 is effective for annual
reporting periods beginning on or after 1 January 2018. Management do not expect it to have
a significant impact on revenue recognition.

e IFRS 16 ‘'Leases’
On 13 January 2016 the IASB released IFRS 16 'Leases’, completing its long-running project on
lease accounting. IFRS 16 will require lessees to account for leases 'on-balance sheet' by
recognising a 'right-of-use’ asset and a lease Lliability. IFRS 16 is effective for annual
reporting periods beginning on or after 1 January 2019. This may lead to assets being
recognised on the balance sheet for rented office space. Management do not expect any
changes to the treatment of revenue from rental kits.

ACCOUNTING POLICIES

Overall considerations
The consolidated financial statements have been prepared using the significant accounting policies and measurement
bases summarised below. :

Basis of consolidation

The Group financial statements consolidate those of the parent Company and all of its subsidiaries as of 31 March
2016. Subsidiaries are all entities over which the Group has the power to control the financial and operating policies.
The Group obtains and exercises control through more than half of the voting rights. All subsidiaries have a
reporting date of 31 March 2016.




All transactions and balances between Group companies are eliminated on consolidation, including unrealised gains
and losses on transactions between Group companies. Where unrealised losses on .ntra-Group.asset<sales are
reversed on consolidation, the underlying asset is also tested for impairment from a Group perspective. Amounts
reported in the financial statements of subsidiaries have been adjusted where necessary to ensure consistency with
the accounting policies adopted by the Group.

Despite the current uncertain market conditions, the Group has significant cash resources to enable it to trade
through these conditions. As a consequence the directors believe that the Group is well placed to manage its
business risks successfully.  Accordingly, the Directors have a reasonable expectation that the Group has adequate
resources to continue in operational existence for the foreseeable future and consequently have adopted the going
concern basis of accounting in preparing these financial statements.

Companies included in the consolidation:
Name Country of incorporation Nature of business Holding

Enteq Upstream USA Inc. " United States of America Manufacturer of down hole drilling equipment 100%

As of 1 February 2016, the following companies were merged into Enteq Upstream USA Inc.:

Name Country of incorporation Nature of business Holding
Enteq USA Holdco LLC United States of America Holding Company 100%
Enteq XXT LLC United States of America Manufacturer of down hole drilling equipment 100%
Enteq KMS LLC United States of America Manufacturer of down hole drilling equipment 100%

All the above entities were merged into Enteq Upstream USA Inc. as the “surviving entity” under an “Agreement and
Plan of Merger” as defined under the laws of the state of Delaware, US, where all the original entities were
registered.  Under this agreement Enteq Upstream USA Inc. assumed full legal responsibilities for all transactions
previously undertaken in the names of each of the merged entities. These merged entities ceased to exist as at the
point of merger.

The financial statements of subsidiaries are included in the consolidated financial statements from the date at which
control commences to the date that control ceases. There are no non-conforming accounting policies in any of the
subsidiaries.

Business combinations :

The Group applies the acquisition method in accounting for business combinations. The consideration transferred by
the Group to obtain control of a subsidiary is calculated as the sum of the acquisition-date fair values of assets
transferred, liabilities incurred and the equity interests issued by the Group, which includes the fair value of any
asset or liability arising from a contingent consideration arrangement. Acquisition costs are expensed as incurred.
The Group recognises identifiable assets acquired and liabilities assumed in a business combination regardless of
whether they have been previously recognised in the acquiree’s financial statements prior to the acquisition. Assets
acquired and liabilities assumed are generally measured at their acquisition-date fair values. Goodwill is stated after
separate recognition of identifiable intangible assets. It is calculated as the excess of the sum of a) fair value of
consideration transferred, b) the recognised amount of any non-controlling interest in the acquiree and c)
acquisition-date fair value of any existing equity interest in the acquiree, over the acquisition-date fair values of
identifiable net assets. If the fair values of identifiable net assets exceed the sum calculated above, the excess
amount (i.e. gain on a bargain purchase) is recognised in profit or loss immediately.

Where the consideration . for the business combination includes contingent consideration management assess the
expected future liability based on the available information at the time of the acquisition, taking into account the
expected probability of achieving the relevant conditions and milestones. The expected liability is discounted to its
present value and unwound over the life of the liability, with the impact of the unwinding included in finance costs
over the life of the contingency. At each reporting date management re-estimates the total consideration expected
to be paid. Where, during the first 12 months following the acquisition, a change in the estimated contingent
consideration arises as a result of changes in underlying assumptions which should have been identified at the time
of the acquisition, the acquisition accounting is adjusted to reflect this. All other changes are reflected in profit or
loss for the period.

Basis of preparatibn
The financial statements have been prepared on the going concern basis under the historical cost convention, with
the exception of contingent consideration which is carried at fair value.

The board regularly reviews the Group’s resources to ensure they are sufficient to continue trading for the
foreseeable future. It is therefore considered appropriate to use the going concern basis to compile these financial
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statements. The main requirement is for sufficient financial resources to maintain the overhead required to fulfil the
pipeline of business. The Directors are also mindful of the potential impact of the current market conditions on the
Group’s resources and will manage the Group accordingly.

The financial statements are presented in US dollars as the Company's primary economic environment, in which it
operates and generates cash flows is one of US dollars. Apart from its share placings, substantially all other
transactions are likely to be transacted in US dollars. The majority of the Company’s subsidiaries’ activities and
transactions therewith are expected to be in US dollars. The Parent Company’s functional currency is US dollars.

Foreign currencies
All companies in the Group have a functional currency of US dollars.

Foreign currency transactions are translated into the functional currency of the respective Group entity, using the
exchange rates of the transactions (spot exchange rate). Foreign exchange gains and losses resulting from the
settlement of such transactions and from the re-measurement of monetary items denominated in foreign currency at
year-end exchange rates are recognised in profit or loss. The exchange rate used at the year-end is £1:$1.44 (31
March 2015 £1:$1.48). Non-monetary items are not retranslated at year-end and are measured at historical cost
(translated using the exchange rates at the transaction date), except for non-monetary items measured at fair value
which are translated using the exchange rates at the date when fair value was determined.

Segmental reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker has been identified as the executive members of the Board, at
which level strategic decisions are made.

Revenue

Revenue is measured as the fair value of the consideration received or receivable for the provision of goods or
services in the ordinary course of business, taking into account trade discounts and volume rebates, and is stated
net of sales taxes. Revenue is recognised when it is probable that the economic benefits associated with a
transaction will flow to the Group and the amount of revenue can be reliably measured.

Revenue from the sale of goods is re;ognised when the significant risks and rewards of ownership have been
transferred to the customer, which is normally on delivery of the products or collection by the customer, following
approval of the product by the customer. ’

Revenue from rentals paid under operating leases is recognised in the profit and loss account on a straight line
basis over the period of the lease.

Interest
Interest income and expenses are reported on an accrual basis using the effective interest method.

Operating expenses ‘
Operating expenses are recognised in profit or loss upon utilisation of the service. Expenditure for warranties is
recognised and charged against the associated provision when the related revenue is recognised.

Exceptional items )

Exceptional items are items of income and expenditure that, in the judgement of management, should be disclosed
separately on the basis that they are material, either by their nature or their size, to an understanding of our
financial performance and distort the comparability of our financial performance between periods.

Exceptional items relates to such categories as impairment charges, change to contingent consideration, charges
relating to the Performance Share Plan and severance costs.

- Intangible Assets and Goodwill

a)  Goodwill
Goodwill represents amounts arising on the acquisition of trade and related assets and liabilities.

Goodwilt on acquisitions comprises the excess of the fair value of the consideration transferred over the net of the
acquisition date amounts of the identifiable assets acquired and liabilities assumed.

Goodwill is stated at cost less accumulated impairment losses. Goodwill is allocated to cash-geherating units and is
not amortised but is tested annually for impairment.
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b) Other intangible assets

Other intangible assets that are acquired by the Group are stated at cost less accumulated amortisation and
impairment. : '

¢} Research and Development Expenditure

Research expenditure is recognised as an expense when it is incurred. Development expenditure is recognised as an -
expense except that expenditure incurred on development projects are capitalised as long-term assets to the extent
that such expenditure is expected to generate future economic benefits. Development expenduture is capitalised if, and
only if the Group can demonstrate all of the following:-

e its ability to measure reliably the expenditure attributable to the asset under development;

e the product or process is technically and commercially feasible;

e its future economic benefits are probable;

e its ability to use or sell the developed asset;

e the availability of adequate technical, financial and other resources to’ complete the asset under
development; and

e jts intention to complete the intangible asset and use or sell.

Capitalised development expenditure is measured at cost less accumulated amortisation and impairment losses, if any.
Development expenditure initially recognised as an expense is not recognised as assets in the subsequent period.
Development expenditure is amortised on a straight-line method over the useful lives of each product from when the
products are ready for sale or use. In the event that the expected future economic benefits are no longer probable
of being recovered, the development expenditure is written down to its recoverable amount.

Subsequent measurement

All intangible assets, including capitalised internally developed software are accounted for using the cost model
whereby capitalised costs are amortised on a straight-line basis over their estimated useful lives, as these assets are
considered finite. Residual values and useful lives are reviewed at each reporting date. In addition, they are subject to
impairment testing as described below.

Amortisation

Amortisation is charged to overheads, within total administrative expenses, in the income statement on a straight line
basis over the estimated useful lives of the intangible assets unless such lives are indefinite. Other intangible assets
are amortised from the date they are available for use. The estimated useful lives are determined separately for
each acquisition and fall within the following ranges:

Brand names 5 - 20 years
Customer relationships 11 - 13 years
Developed Technology 4 - 7 years
IPR&D Technology 7 years
Non-compete agreement 5 years

Impairment testing of goodwill, other intangible assets and property, plant and equipment

For impairment assessment purposes, assets are grouped at the lowest levels for which there are largely
independent cash inflows (cash-generating units). As a result, some assets are tested individually for impairment and
some are tested at cash-generating unit level. Goodwill is allocated to those cash-generating units that are expected
to benefit from synergies of the related business combination and represent the lowest level within the Group at
which management monitors goodwill.

Cash-generating units to which goodwill has been allocated are tested for impairment at least annually. All other
individual assets or cash-generating units are tested for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.

An impairment loss is recognised for the amount by which the asset’s or cash-generating unit's carrying amount
exceeds its recoverable amount, which is the higher of fair value less costs to sell and value-in use. To determine
the value-in-use, management estimates expected future cash flows from each cash-generating unit and determines a
suitable interest rate in order to calculate the present value of those cash flows. The data used for impairment
testing procedures are directly linked to the Group’s latest approved budget, adjusted as necessary to exclude the
effects of future reorganisations and asset enhancements. Discount factors are determined individually for each cash-
generating unit and reflect management’s assessment of respective risk profiles, such .as market and asset-specific
risks factors. Impairment losses for cash-generating units reduce first the carrying amount of any. goodwill allocated
to that cash-generating unit. Any remaining impairment loss is charged pro rata to the other assets in" the cash-
generating unit. With the exception of goodwill, all assets are subsequently reassessed for indications that an
impairment loss previously recognised may no longer exist. An impairment charge is reversed if the cash-generating
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unit's recoverable amount exceeds its carrying amount, but only to the extent that this does not exceed the original
carrying value, had no impairment been recorded.

Property, plant and equipment

Tangible Property, Plant & Equipment are stated at cost, net of depreciation and any provision for impairment.
Depreciation is provided on all tangible assets at rates calculated to write off the cost, less estimated residual value
of each asset on a straight-line basis over useful economic life, as follows:

Land Not depreciated

Leasehold improvements Over life of lease, or useful economic life, if shorter
Buildings 35 years

Production equipment 4 to 7 years

Other equipment 3 to 7 years

Management review the useful economic life and residual values of all assets on an annual basis.

Leased assets :

Leases where the third-party lessor retains substantially all the risks and rewards of ownership are classified as
operating leases. Rentals payable under operating leases are charged to the consolidated statement of
comprehensive income on a straight-line basis over the period of the lease. Associated costs, such as maintenance
and insurance, are expensed as incurred. Lease incentives received are recognised in the statement of
comprehensive income on a straight-line basis as an integral part of the total lease expense. Leases where
substantially all the risks and rewards of ownership are transferred to the Group are classified as finance leases.

Financial instruments
Recognition, initial measurement and derecognition

_Financial assets and liabilities are recognised on the Group’s Statement of Financial Position when the Group

becomes a party to the contractual provisions of the instrument. Financial assets are recognised initially at fair value
plus transaction costs. Financial liabilities are recorded initially at fair value net of transaction costs. Financial assets
are derecognised when the contractual rights to the cash flows from the financial asset expire, or when the financial
asset and all substantial risks and rewards are transferred. A financial liability is derecognised when it is
extinguished, discharged, cancelled or expires.

All financial assets are subject to review for impairment at least at each reporting date to identify whether there is
any objective evidence that a financial asset or a Group of financial assets is impaired. Different criteria to
determine impairment are applied for each category of financial assets, which are described below. All income and
expenses relating to financial assets that are recognised in profit or loss are presented within finance costs, finance
income or other financial items, except for impairment of trade receivables which is presented within other total
administrative expenses.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. After initial recognition, these are measured at amortised cost using the effective interest method,
less provision for impairment. Discounting is omitted where the effect of discounting is immaterial. The Group’s cash
and cash equivalents, trade and most other receivables fall into this category of financial instruments. Individually
significant receivables are considered for impairment when they are past due or when other objective evidence is
received that a specific counterparty will default. Receivables that are not considered to be individually impaired -are
reviewed for impairment in Groups, which are determined by reference to the industry and region of a counterparty
and other shared credit risk characteristics. The impairment loss estimate is then based on recent historical
counterparty default rates for each identified Group.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost, for inventory items that involve significant
manufacturing time, includes all expenses directly attributable to the manufacturing process as well as suitable
portions of related production overheads, based on normal operating capacity. The cost of inventory that do not
incur significant levels of manufacturing time are held at material cost only. Costs of ordinarily interchangeable
items are assigned using the first in, first out cost formula. Net realisable value is the estimated selling price in the
ordinary course of business less any applicable selling expenses.

Taxation’

‘The charge for current income tax is based on the results for the period as adjusted for items that are non-

assessable or disallowed. It is calculated using tax rates that have been enacted or substantively enacted by the
Statement of Financial Position date.
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Deferred income tax is the income tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit and is accounted for using the Statement of Financial Position liability method.
Deferred income tax is provided in full and is recognised on temporary differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable
profit. Deferred income tax liabilities are generally recognised on all taxable temporary differences and deferred ‘tax
assets are recognised to the extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary difference
arises from goodwill (or any discount-on acquisition) or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects neither the tax profit nor the accounting
profit. Deferred income tax is measured on an undiscounted basis at the tax rates that are expected to apply in the
period when the. liability is settled or the asset is realised, based on tax rates and laws enacted or substantively
enacted at the balance sheet date. Deferred income tax is charged or credited in the income statement, except
when it relates to items charged or credited directly to equity or other comprehensive income, in which case the
deferred tax is also dealt with in equity or other comprehensive income. Deferred income tax liabilities are
recognised on taxable temporary differences arising on investments in subsidiaries, except where the Group is able
to control the reversal of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future. Deferred income tax assets and liabilities are offset when they relate to income taxes
levied by the same taxation authority and the Group intends to settle its current tax assets and liabilities on a net
basis.

Cash and cash equivalents '

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly
liquid investments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value.

Financial liabilities and equity

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements
entered into. An equity instrument is any contract that evidences a residual interest in the assets of the Group after
deducting all of its liabilities. '

Trade and other payables )
Trade and other payables are not interest-bearing and are recognised initially at fair value. Subsequently they are
carried at amortised cost. . :

Equity instruments
Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs.

Equity, reserves and dividend payments

Share capital represents the nominal value of shares that have been issued. Share premium includes any premiums
received on issue of share capital. Any transaction costs associated with the issuing of shares are deducted from
share premium, net of any related income tax benefits. Other components of equity include the following:

Retained earnings include all current and prior period retained profits. All transactions with owners of the parent are
recorded separately within equity. Dividend distributions payable to equity shareholders are included in other
liabilities when the dividends have been approved in a general meeting prior to the reporting date.

Share based payment reserve
Represents the total accumulated share based payment charge less any amounts transferred following the issue of
the relevant shares.

Pensions and short-term employee benefits

Pensions
The Group does not operate its own pension scheme but makes contributions to an individual's personal
pension scheme, where appropriate.

Share based payments

All employees receive remuneration in the form of share-based payment transactions, whereby they render services
in exchange for rights over shares under the Enterprise Management Incentive Plan option scheme. The executive
directors and other senior managers receive remuneration in the form of share-based payment transactions, whereby
they render services in exchange for rights over shares under the Performance Share Plan. Both these schemes
have options that vest three years after the date of grant. The total amount to be expensed over the vesting period
of the options is determined by reference to the fair value at the date of granting and the number of awards that
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are expected to vest. The fair value is based upon a Black-Scholes model taking into account different scenarios for
the possible outcomes of the Company's investment activities, using management's best estimates of these likely
outcomes. The total expense is based upon initial conditions and will crystallise smoothly over the vesting period
without reassessment of the initial fair value.  The charge is annually reassessed, based on the total number of
options expected to vest. In addition, where there are changes to the terms of any agreements, the fair value is
reassessed at that time. The movement in cumulative expense is recognised in the profit and loss, with a
corresponding entry to the share-based payment reserve.

On 17 September 2015, the Company introduced a Performance Share Plan (“PSP”) for the Executive Directors and
other key senior managers. The awards at the nominal value of the shares, but the exercise of which is subject to
certain performance conditions.

Incentive Shares

Two Executive Directors have purchased 50,000 Incentive Shares. The Incentive Shares only reward participants if
shareholder value is created, thereby aligning the interests of the Executive Directors with those of shareholders. The
Incentive Shares carry the right to 12.5% of any increase above £2 million in the market value of the Company after
the initial flotation, allowing for the time-cost of money. These options vested in two equal tranches, in June 2014
and June 2015. The Incentive Shares do not carry any voting or dividend rights and are not transferable. The total
amount to be expensed over the vesting period of the Incentive Shares is determined by a model taking into
account different scenarios for the possible outcomes of the Company's investment activities, using management's
best estimates of these likely outcomes. The total expense is based upon initial conditions and will crystallise
smoothly over the vesting period subject to any changes in service or non-market performance conditions. The
amounts subscribed for the Incentive Shares have been recognised as a current liability on the Statement of
Financial Position as they become repayable if the Executive Directors leave office.

Provisions, contingent assets and contingent liabilities

Provisions for product warranties, legal disputes, onerous contracts or other claims are recognised when the Group
has a present legal or constructive obligation as a result of a past event, it is probable that an outflow of economic
resources will be required from the Group and amounts can be estimated reliably. Timing or amount of the outflow
may still be uncertain. Provisions are not recognised for future operating losses. Provisions are measured at the
estimated expenditure required to settle the present obligation, based on the most reliable evidence available at the
reporting date, including the risks and uncertainties associated with the present obligation. Where there are a
number of similar obligations, the likellhood that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. Provisions are discounted to their present values, where the time
value of money is material. Any reimbursement that the Group can be virtually certain to collect from a third party
with respect to the obligation is recognised as a separate asset. However, this asset may not exceed the amount of
the related provision. In those cases where the possible outflow of economic resources as a result of present
obligations is considered improbable or remote, no liability is recognised.

Critical accounting estimates and judgements

The preparation of the financial statements in conforming with adopted IFRS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of assets,
liabilities, income, expenses and contingent liabilities. These will seldom equal the related actual results and
adjustments will consequently be necessary. Estimates are continually evaluated based on experience, consultation
with experts and reasonable expectations of future events.

Accounting estimates and judgements are applied in determining the carrying amounts of the following significant
assets and liabilities: ’

Share premium The costs that have been offset against the share premium are deemed to be
wholly and exclusively for the issue of shares. The directors have reviewed all
costs in relation to the share issue and those that did not fully relate to the
share issue have been recognised as an expense in the profit and loss.

Acquired intangibles The Group uses the present value of future cash flows to determine implied fair

and goodwill value of the intangible assets arising on acquisition and hence in determining
the residual goodwill. In calculating the implied fair value, significant management
judgement is required in forecasting relevant cash flows considering factors such
as long-term growth rates, future margins, timing and quantum of future
replacement capital expenditure, future tax rates and the selection of discount
rates to reflect the risks involved. If alternative management judgements were
adopted then different recognition and impairment outcomes could result.
Management: shall ensure that no reasonably possible change in any of the
key assumptions would cause the carrying value of any CGU to materially
exceed its recoverable amount.
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Functional
currency of the
parent

Share based payment
and incentive share
costs :

Impaiu_’rhent of -
intangible assets

SEGMENTAL REPORTING

Management have considered a number of factors 'in order to determine the
functional currency of the parent Company. After due consideration, management
are ‘of the opinion that this is US dollars. Whilst the Company is based in the
UK, a number of key indicators have lead management to reach this judgement.
This includes, but is not limited, to the following key factors: key strategic
decisions, including those in relation to assessing acquisition on an on-going
basis and reviews of historical financial information, are made based on
information denominated in US$; Company has funded its overseas subsidiary in
a loan denominated in US$. Management also note that the Company's strategy
is to invest in services aligned to the oil and gas industry, an industry which
trades principally in US$.

The share based payment costs and the incentive share costs have both been
calculated based on different scenarios for the possible outcomes of the

‘Group’s investment activities using a Black-Scholes model. The total expense is

based upon initial conditions and will crystallise smoothly over the vesting period
of three and four years. » ,

An impairment test is carried out annually and involves a significant level of
judgement regarding factors such as future growth rates. Senior management
base . this judgement on the best available industry and market data at that
point in time. The critical judgements and estimates are set out in Note 12.
As the Group strategy unfolds, these assumptions may change. Any significant
downward variance in the assumptions may result in an impairment.

For management purposes, the Group is currently organised into a single business unit, the Drilling Tools
division, which is currently based solely in the USA.

The principal activities of the Drilling. Tools division is the design, manufacture and selling of specialised parts and
ling and. Measurement While Drilling operations for use in the energy exploration and

products for Directional Dri

services sector of the Qil and Gas industry.

At present, there is only one operating segment and the information presented to the board is consistent with

" the consolidated income statement and the consolidated statement of financial position.

by the board is Adjusted EBITDA. This reconciliation is included in note 6, below.

The net assets and non-current assets of the Group can be analysed by geographic location (post-consolidation

adjustments) as follows: .

Net Assets

~ Europe (UK)
United States
Total Group net assets

31 March 2016 31 March 2015

USD 000’ USD 000’s
14,569 13,834
9,867 15,043
24,436 28,877

Non-current Assets
31 March 2016 31 March 2015
-USD .000's USp 000's
Europe (UK) - 2
United States . 3,170 4,835
Total Group non-current assets 3,170 4,837

All of the Group’s revenue arises from the sale of specialised parts and products for Directional Drilling
and Measurement While Dnlllng operations. '

The Group had three customers that contributed in excess of 10% of the Group’s total sales for the

year (2015: none). No reve

nue relates to customers based in the UK (2015: none).

A key measurement used
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6. PROFIT AND LOSS ANALYSIS

. R e,
The following analysis illustrates the performance of the Group’s activities, and ‘reconciles the Group’s profit,
as shown in the consolidated income statement, to adjusted earnings. Adjusted earnings and underlying
adjusted earnings are presented to provide a better indication of overall financial performance and to
reflect how the business is managed and measured on a day-to-day basis. The adjusted earnings before
interest, taxation, depreciation and amortisation (“adjusted EBITDA”) is also presented as it is a key

management metric.

31 March 2016 31 March 2015

USD 000's USD 000's
Loss attributable to ordinary shareholders v (4,741) (47,227)
‘Other exceptional items 2,585 122
Impairment of intangible assets - 39,538
Amortisation of acquired intangible assets ' 30 5,701
Foreign exchange movements 1. 12
Adjusted earnings (2,125) (1,854
Depreciation charge 1,319 964
Finance income 93) 127)
PSP charge 199 93
Other non-recurring charges - 57
Tax Charge 81 83
Adjusted EBITDA (619) (784)

The other exceptional items result from non-recurring costs. The total can be analysed as follows:

31 March 2016 31 March 2015

USD 000s UsD 000’s
Inventory write down 2,697 -
Warranty settlement (255) -
Severance payments ) 119 123
Other ' 24 (1)
Total exceptional items 2,585 122

7. . EMPLOYEES AND DIRECTORS

31 March 2016

31 March 2015

USD 000's USD 000’s
Wages and salaries 3,484 5,123
Social security costs 297 472
Equity settled transactions - in lieu of salaries 142 73
Equity settled transactions ~ share option and _
PSP charge 184 142
Pension and health costs 308 768
4,415 6,578
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The average monthly number of employees during the year was as follows:

No. " No.
Directors 6 6
Senior management 3 3
Sales & marketing 4 4
Manufacturing & Technical 12 55
Finance & administration ' 3 8-
28 76
USD 000's USD 000's
Directors’ remuneration _ . 1324 - 1,031
Information regarding the highest paid director is
as follows:
Emoluments - . : 462 316

The directors are deemed to be 'Key Management'. This is detailed further in Note 23. Further details of.
emoluments paid to directors, including details of the hlghest paid director are contained in the Remuneratlon
Committee report on pages 18 to 21. :

Share plans

Non-Executive director options :

The Group has an equity-settled share option scheme. Options are exercisable at a prlce of 100p. The vesting

periods are shown below. The total amount to be expensed over the vesting period is determined by reference to

the fair value at the date at which the options are granted. It is assumed that all options will vest. The fair value is

determined using a binomial model which assesses the likelihood of the Company achieving certain goals in line
with its strategy, ranging from failure to make any investments and return of funds to investors, to achieving various

rates of acquisitive growth. The cashflows attached to these different scenarios are discounted over the vesting

period at an annual rate of 14% and contribute to the estimated value of the Company in line with each scenario's

assessed weighting of likelihood of occurrence. The value of each share in issue is therefore estimable and the

consequent value to option holders calculable following their payment of the exercise price.

Details of the share options outstanding at the end of the year are shown in note 20.

Incentive Shares
Certain Executive Directors have also subscribed to Incentive Shares with a base cost of $79,937.

The fair value was determined using a binomial model. The fair value of the Incentive Shares has been recognised
as a current liability on the Statement of Financial Position as it becomes repayable if the Executive Dlrectors leave
office.

These shares vested in equal tranches in June 2014 and June 2015. No entitlement to Ordinary Shares arose on
either vesting date.

Employee Share Option Plan
The Group has established a share option plan that entitles all employees to purchase shares in the Company. See
note 20 for further details.

Performance Share Plan ,
The Group has established a share plan that entitles certain senior employees to acquire shares in the
Company if certain performance conditions are met. See note 20 for further details.




8. NET FINANCE INCOME

Interest earned on bank deposits

LOSS BEFORE INCOME TAX

The loss before income tax is stated after charging:

31 March 2016
USD 000’s

93 -

31 March 2015
USD 000’s

127

31 March 2016

31 March 2015

USD 000's USD 000’s

Depreciation of tangible assets 1,319 964
Amortisation of intangible assets 30 5,701
Auditors’ remuneration:
- Fees payable to the Company’s auditor

for the audit of the Company’s and

Group’s annual accounts 78 116
- Tax advisory services 37 14
Share based payments 185 142
Foreign exchange (gains)/losses 1 .12
Loss on disposal of Property, Plant &
Equipment 43 (195

10. INCOME TAX

Analysis of tax expense A
No liability to UK corporation tax arose on ordinary activities for the period.

Factors affecting the tax charge
The tax assessed for the period is different from the standard rate of corporation tax in the UK. The difference
is explained below: )

31 March 2016 31 March 2015

USD 000's USD 000’s
Loss on ordinary activities before tax (4,660) (47,144)
Loss on ordinary activities multiplied by the ) :
standard rate of corporation tax in the UK of 20% (2015: 21%): (932) (9,900
Effects of: _ :
ltems not subject to corporation tax 270 9,703
Tax losses to carry forward ) 662 197
Texas State Franchise Tax v 81 83
Total income tax 81 83

There has been no deferred taxation recognised in these financial statements due to the uncertainty surrounding
the timing of the recovery of these amounts. The total losses available to the Group in the relevant tax jurisdictions
are as follows: UK $3.1m; United States $11.5m (2015: UK $3.3m; United States $6.7m). There were no significant
deferred tax liabilities.
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11. EARNINGS PER SHARE AND DIVIDENDS

Basic earnings per share

Basic earnings per share is calculated by dividing the loss attributable to ordinary shareholders for the year of
$4,741k (31 March 2015: loss of $47,227k) by the weighted average number of ordlnary shares in issue during the
year of 59,336k (31 March 2015: 58,954k). .

" Adjusted earnings per share

Adjusted earnings per share is calculated by dlwdlng the earnings attributable to ordmary shareholders, excluding
exceptional items, amortisation of intangible assets and foreign exchange profits or losses for the year of a loss of
$2,125k (31 March 2015: loss of $1,854k), by the weighted average number of ordinary shares in issue during the
year of 59,336k (31 March 2015: 58,954k).

As the Group is loss making, any potential ordinary shares have the effect of being anti- dllutlve Therefore, the
diluted EPS is the same as the basic EPS. As the year end share price is below the option price of all the options
issued, the adjusted diluted EPS the same as adjusted EPS.

The adjusted diluted earnings per share information are considered to provide a fairer representation of the Group's
trading performance. A reconciliation between basic earnings and adjusted earnings is shown below.

March 2016: . : : '
EPS . : . : Weighted - :
. average Per-share
Earnings number of amount
: shares =
“USD 000 000's US cents’
Loss attributable to ordinary shareholders (4,741) 59,336 - 8.0
Exceptional items . 2,585
Amortisation of acquired lntanglble assets : 30
Foreign exchange movements 1 .
Adjusted loss attributable to ordinary shareholders (2,125) 59,336 (3.6)
March 2015: : :
EPS . Weighted
o average Per-share
Earnings number of amount
shares
Usp 000’ - 000's US cents
Loss attributable to ordinary shareholders (47,227) 58,954 (80.1)
Exceptional items 122 '
Impairment of intangible assets 39,538
Amortisation of acquired intangible assets 5,701
Foreign exchange movements ‘ 12
Adjusted loss attributable to ordinary shareholders (1,854) 58,954 (31

During the year Enteq Upstream Plc did not pay any dividends (2015: nil). -




12.

a)

b)

INTANGIBLE ASSETS

Goodwill

Cost:

As at 31 March 2015 and as at 31 March 2016

Impairment:

As at 31 March 2015 and as at 31 March 2016

Net Book Value:

As at 1 April 2015 and as at 31 March 2016

Cost:

As at 31 March 2014 and as at 31 March 2015

Impairment:

As at 1 April 2014
Charge in year

As at 31 March 2015

Net Book Value:

As at 1 April 2014
As at 31 March 2015

Other Intangible Assets

Cost:

As at 1 April 2015
Transfers

Capitalised in period
As at 31 March 2016

Amortisation/Impairment:
As at 1 April 2015
Charge for the year

As at 31 March 2016

Net Book Value:
As at 1 April 2015
As at 31 March 2016

USD 000’
19,619 |
19,619
19,619 .
;
(4,492 |
(15,127) !
19,619 |
———— 1
15,127
Developed IPR&D Brand Customer Non- Total
technology technology names  relationships compete
agreements
USD 000's USD 000's USD 000's USD 000's Usp 000s UsD 000's
12,320 7,108 1,240 20,586 5,931 47,185
180. (180) - - - -
- 297 - - - 297
12,500 7,225 1,240 20,586 5,931 47,482
(12,320) (7,108) (1,240) (20,586) (5931 (47,185)
(30) - - - - 30
(12,350) (7,108) (1,240) (20,586) (5,931) (47,215)
150 117 - - - 267




Developed IPR&D Brand Customer Non- " Total

technology technology names  relationships compete
agreements

USD 000 Ush 000's USD 000's Usp 000's UsD 000’s UspD 000’s
Cost: . ’ ' :
As at 1 April 2014 11,364 6,867 1,240 20,586 5,931 45,988
Acquired in period 130 - - - - 130
Transfers ) 826 (826) - - - -
Capitalised in period . - © 1,067 - - - 1,067
As at 31 March 2015 ) 12,320 7,108 1,240 20,586 5,931 - 47,185
Amortisation/Impairment: : ' '
As at 1 April 2014 : (6,128) (1,189) . (116) (6,868) (2,770 (17,071
Charge for the year o (2,511) 634 62) (1,484) (1,011) (5,701)
Impairment charge . (3,681) - (5,285) (1,062) (12,239 (2,150) (24,413)
As at 31 March 2015 (12,320) (7,108) (1,240 - (20,586) (5,931) (47,185)

Net Book Value:

As at 1 April 2014 5,236 5,678 ' 1,124 13,718 3,162 28,917

As at 31 March 2015 - - - - n -

There is deemed to be just one two cash generating unit (“CGU”) within the Company. In previous years there were
deemed to be two, but from a financial & operational perspective both US locations are now being run as one unit.

The main categories of Intangible Assets are as follows:

Developed technology:
This is technology which is currently commercnallsed and embedded within the current product offering.

" IPR&D technology:
This is technology which is in the final stages of field testing, has demonstrable commercial value and is expected
to be launched within the next 12 months.

Brand names:
The value associated with the various trading names used within the Group.

Customner relationships:
The value associated with the on-going trading relationships with the key customers acquired.

Non-compete agreements:
The value associated with the agreements signed by the Vendors of the acquired businesses not to compete in the
markets of the businesses acquired.

Goodwill and Impairment

The Group tests goodwill and other intangible assets annually for impairment. The impairment test carried out on
the balances as at 31 March 2016 indicated that there was no impairment of the full carrying value of both
goodwill and intangibles assets.

The recoverable amount of the CGU is determined from value in use calculations. The key assumptions for the
value in use calculations are those regarding the discount rates, growth rates and expected changes to selling
prices and direct costs during the period. Management estimates discount rates using pre-tax rates that reflect
current market assessment of the time value .of money and the risks specific to the CGU. The growth rates are
based on management forecasts for the five years to March 2021.. Cash flow forecasts are prepared from the most
recent financial plans approved by the Board. :

- The forecasts assume annual growth rates between 1% and 30% until 2021 and 3% thereafter in the long term.
These long-term growth rates do not exceed the long-term average growth rates for the industry as a whole.

The pre-taxArate used to discount cash flow forecasts is 13.2% (2015: 13.1%). Management have based this rate
on the following factors: a Risk Free Rate of 26%; a levered equity beta of 1.5, a market risk premium of 55%; a
“small cap premium of 3.81% and an implied cost of debt of 4.53%. .
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Intangible assets

The intangible assets acquired during the year represent their fair value at the date of acquisition.

Amortisation

All categories of intangible assets, apart from Goodwill, are being amortised over their respective useful lives, on a
straight line basis. These are set out in the Accounting Policies note (above).
the intangible assets is 34 months.

13. PROPERTY, PLANT AND EQUIPMENT

Cost:

As at 1 April 2015
Additions

Disposals

Transfers

As at 31 March 2016

Depreciation:

As at 1 April 2015
Charge for the year
Disposals

Transfers

As at 31 March 2016

Net Book Value:
As at 1 April 2015
As at 31 March 2016

Cost:

As at 1 April 2014
Additions

Disposals

As at 31 March 2015

Depreciation:

As at 1 April 2014
Charge for the year
Disposals

As at 31 March 2015

Net Book Value:
As at 1 April 2014
As at 31 March 2015

The remaining amortisation period of

Land Leasehold ‘Buildings * Production Rental Other Total
improvements Equipment Fleet Equipment

$000's $000's $000's $000's $000's 3000's $000s
461 139 2,077 1,741 1,929 444 6,791
- - 43 - - 23 66

- 37 - (405) - (103) (545)

- - - - (1,543) - (1,543)
461 102 2,120 1,336 386 364 4,769
- 94 194 1,065 191 410 1,954

- 11 88 257 832 131 1,319

- (75 - (96) - (259) (430)

- - - - 977) - (977)

- 30 282 1,226 46 282 1,866
461 45 1,883 676 1,738 34 4837
461 72 1,838 110 340 82 2,903
Land Leasehold Buildings  Production Rental Other Total

improvements Equipment Fleet Equipment

$000's $000's $000's $000's $000's $000's $000's
461 139 2,077 1,726 - - 350 4,753
- - - 17 1,929 350 2,296

- - - ) - (256) (258)
461 139 2,077 1,741 1,929 444 6,791
- 59 - 142 692 - 163 1,056

- 35 52 375 191 311 964

- - - (2 - - (64) (66)

- 94 194 1,065 191 410 1,954
461 80 1,935 1,034 - 187 3,697
461 45 1,883 676 1,738 34 4,837

The transfers during the year, relating to the Rental Fleet, reflects the management’s best estimate of the realisable
value of the rental kit coming back from the hire period and transferred back into inventory.

I R




14. DEFFERED TAX

No deferred tax balances have been recognised in the statement of fi nancial position on the basis that the only
material balances related to taxable losses carried forward, which are uncertain’as to thelr recoverability.

As disclosed in Note 10, deferred tax assets ‘in the UK of $3.1m and in the US of $11.5m (2015: UK $33m US.
$6.7m), in relation to losses carried forward have not been recognised.

15. TRADE AND OTHER RECEIVABLES

31 March 2016 31 March 2015

I ——

3000's . $000s
. J Trade receivables ’ 3,064 4,63_4
Prepayments : ' 126 o 333
Other receivables ) 233 52
3,423 5,019
The management believe that the carrying value is an approximation of fair value.
Bad debt provision . ’ 31 March 2016 31 March 2015
’ $000's : $000's
As at 1 April o 927 - , 80
Charge/(released) to income statement (322 847
Allowances used ' - (327) -
As at 31 March : 278 927
Aging profile of unprovided trade receivables - 31 March 2016 - 31 March 2015
3000's 3000's
Not past due v ) 2,140 3,899
Past due 31-90 days 368 671
Past due 91-120 days 203 158
Past due more than 120 days , , 131 ‘ 833
. 3,342 5,561
16. INVENTORIES
" 31 March 2016 31 March 2015
$000's . . 3000’
Finished goods - 3,617 6,525
Work in progress 189 818
; Raw Materials . ‘ 408 20
! _ 4,214 7,363

During the year an obsolete inventory to the value of $2,698k was written off due to the reduction in the
addressable market for product lines held in stock. : .

17. CASH AND CASH EQUIVALENTS ) L
’ 31 March 2016 31 March 2015

1 . 4 . soo0s $000s
; Denominated in USD 14,785 13,652
1 Denominated in GBP _ : 336 439

15,121 14,001
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18. CALLED UP SHARE CAPITAL

Allotted, issued and fully paid ordinary shares of GBP0.01 Nominal Value:

Number Share Capital ~ Share Premium

usb . usb

As at 1 April 2015 58,953,653 938,969 90,394,649
Issued durjng the year 746,970 11,294 163,697

As at 1 March 2016 B 59,700,623 950,263 90,558,346

~ All shares issued carry the same voting rights.
There were no costs associated with the share capital issued during the year.

The Companies Act 2006 abolished the concept of authorised share capital and, accordingly, fhere is no limit on
the maximum amount of shares that may be allotted by the Company.

Details of the incentive shares are included in note 7.

19. TRADE AND OTHER PAYABLES

31 March 2016 31 March 2015

$000's $000’s

Trade payables ) 78 1,370
Accrued expenses : 419 630
Social security and.other taxes 319 26
Other creditors 617 407
1,433 2,433

The management believe the carrying value is an approximation of the fair value. The average creditor days for the
period ending 31 March 2016 is 66 days (2015: 47 days).

20. EMPLOYEE BENEFITS

Executive Share Scheme :

The Group has established a share option plan that entitles all employees to purchase shares in the Company.
During the year to 31 March 2016 grants under the plan were made. In accordance with. the scheme rules
options are exercisable at the market price of the shares at the date of the grant once all vesting conditions have
been met. Options vest after three years from the date of grant and expire after ten years. '

The number and weighted average exercise prices of share options are as follows:

31 March 2016 31 March 2015

Weighted Number of Weighted Number of

average options average options

exercise exercise

price (pence) price (pence)

Outstanding at the beginning of the period 713 1,444,500 809 1,565,500
Granted during the period 138 431,000 330 392,500
Forfeited during the period 55.0 (924,500) 76.3 (513,500)

Outstanding at the end of the period 476 951,000 713 1,444,500
Exercisable at the end of the period - - - -

The weighted average remaining contractual life of all outstanding share options is 236 days (2015: 487 days).
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The fair value of services received in return for share options are measured by reference to the fair value of share
options granted. The estimate of the fair value of the services received is measured based on the Black-Scholes
model and expectations of early exercise are incorporated into this model. .

The grant made during the year were as follows:

Grant Date : July

2015
Fair value for option at grant date (pence) 14
Weighted average share price at date of grant (pence) 138
Weighted average exercise price 138
Expected volatility ' 50%
Option life ) ) 3 years

Risk free interest rate . ’ 2.5%
The expected volatility is based on the historic volatility.

During the year a net credit of $17k (2015: $36k charge) has been included within the income statement in relation
to the above options.

Performance Share Plan

On the 17 September 2015 a Performance Share Plan was introduced for the executive directors and other senior
managers. In accordance with the scheme rules options are exercisable at the nominal value of the shares at the
date of the grant once all vesting conditions have been met.  Options vest after three years from the date of
grant and expire after ten years. : :

The number and weighted average exercise pﬁces of share options are as follows:

31 March 2016 31 March 2015
Number of options " MNumber of options
Outétanding at the beginning of the period 1,526,_713 : 1,526,713
Granted during the period - 1.337,321 : -
Qutstanding at the beginning of the period . 2,864,034 1,526,713

Exercisable at the end of the period : - -

The weighted average remaining contractual life of all outstanding Performance Share Plan options is 535 days
(2015: 926 days). :

The fair value of services received in return for share options are measured by reference to the fair value of share
options granted, for the market based conditions and the share price at the date of grant for the non-market

‘based conditions. The estimate of the fair value of the market based conditions is measured using the Black-

Scholes model and expectations of early exercise are incorporated into this model.

The grants made during the year were as follows:

Non
market
based

" conditions -

Fair value for option at grant date (pence) 16.0
Share price at date of grant (pence) » 16.0
Option life 3 years

During the year $199k (2015: $93k) has been included within the income statement as a charge, for the above
options. . . .

The charge of $184k (2015: $142k) shown in note 7 includes the additional charges for both the above schemes
plus the charges relating to the Non-Executive share options and the incentive share options.
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21. OPERATING LEASES

22.

23.

24.

The Group has lease agreements in respect of properties, for which payments extend over a number of years. The
total gross payments over the life of these leases, split by maturity date and type, are as follows:

At 31 March 2016 : Total
$000's

Within one year . 127
Within two to five years , 26
153

At 31 March 2015 Total
’ $000s
Within one year » 232
Within two to five years 7
239

The lease expense during the year amounted to $232k (2015: $357k), representing the minimum lease payment.

OPERATING LEASES AS LESSOR

The Group leases out equipment under operating leases, the carrying value of which is shown in note 13. )
Rental income during the year amounts to $424k (2015: $568k) included within revenue.

The lease contracts are all non-cancellable for 3 months from the commencement of the lease.

As at 31 March 2016 there were no future minimum lease rentals (2015: nil).

RELATED PARTY DISCLOSURES

Transactions with key management personnel
The remuneration of the current directors, who are the key management personnel of the Group, is set out below in
aggregate for each of the categories specified in IAS 24: ‘Related party disclosures’. Further information about the
remuneration of individual Directors is provided in the remuneration committee report. Incentive Shares were issued
to some of the directors as detailed in Note 7.

31 March 2016 31 March 2015

$000’s $000’s

Short-term employee benefits . 1,324 1,104
Share-based payments 184 142
’ 1,508 1,246

ULTIMATE CONTROLLING PARTY

There is no ultimate controlling party.
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25. FINANCIAL INSTRUMENTS

Exposure to credlt interest rate, and currency and llqmdlty risk arises in the normal course of the Group’s busmess
The Group’s -overall strategy to minimise this risk is discussed below.

Obiecti - .

Treasury operations are conducted within a framework of policies and guidelines authorised by the Board and are
subject to internal control procedures. The objectives of the framework are to provide flexibility whilst minimising
risk and prohibiting speculative transactions or positions to be taken.

The Group’s principal financial instruments comprise cash and lines of bank credit. =~ The main purpose of these
financial instruments”is to raise finance for the Group’s operations. The Group has various other financial assets
and liabilities such as trade receivables and trade payables, which arise directly from its operations. :

The main risks arising frorh the Group’s financial instruments are credit, interest rate, and currency and liquidity risks.
The Board reviews and agrees policies for managing these risks and they-are summarised below.

Credit ris}
Management has a credit policy in place and the exposure to credit risk is monltored on an on-going basis. The
Group does not require ‘collateral in respect.of financial assets.

At the year end, there were no significant concentrations of credit risk. The maximum exposure to credit risk is

- represented by the carrying- amount of each financial asset in the statement of financial position. The Group invests

some of its surplus funds in high quality liquid market instruments with a maturity no greater than three months. To
reduce the risk of counterparty default the Group deposits its surplus funds in approved high quality banks.
Concentrations of credit risk with respect to customers are limited due to the Group’s customer base being relatively

broad. Customers are assessed for credit worthiness and credit limits are imposed on customers and reviewed

regularly.

Interest rate risk
The Group’s exposure to risk for changes in market interest rates relates primarily to the Group’s cash and cash
equivalents. The Group minimises that risk by using a series of short term interest rate fixes.

A 1% increase in interest rates, on the balances held on deposit at the year end, would result in an increase in
finance income of $146k per annum. The year end balances were chosen due to the highly fluctuating level of cash
during the year. .

Forei ic)

The Group is exposed to foreign currency risk on cash balances denominated in sterling, as its reporting currency is

‘USD.  The amount of currency held in sterling is reviewed on a regular basis, together with the cash flows

denominated in sterling, to ensure that this risk is minimised.

The Group’s funding strategy is to ensure that the business has sufficient resources to meet its various financial
commitments on an on-going basis. It achieves this objective by actively monitoring its forecast cash flows and
requirements. The Group is cautious in its approach, applying appropriate sensitivities to both the quantum and
timing of its projections. ’

A 1% increase in the GBP/USD foreign exchange rate, on the GBP denominated year end cash balances, would
result in an increased in foreign exchange gain of $5k. Again, the year end balance was chosen due to the highly
fluctuating level of GBP denominated cash held during the year.

Liquidity i

The Group manages its liquidity risk by ensuring that the balances of cash on deposit gives it sufficient access to
liquid funds to meet both its immediate ‘and longer term needs. In addition, the Group regularly reviews the access
to commercial bank lines of credit.

The primary objective of the Group’s capital management is to ensure that it maintains a strong credit rating and

healthy capital ratios in -order to support its current business, and allow it to take advantage of development
opportunities when they arise therefore allowing the Group to maximise Shareholder value at all times.

. The Group manages its capital structure, primarily Shareholders’ equity, and makes adjustments to it, in light of

changes in economic conditions and development opportunities. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to Shareholders, return capital to Shareholders or issue new shares. The
Group’s ordinary shares are quoted on the AIM market of the London Stock Exchange. This affords it access to




investors which seek access to growth opportunities of the sort ‘which the Group is targeting to acquire.

Debt is not employed in the Group at present and the limited working capital requirements are currently financed
out of cash reserves. -

Details of the current equity structure can be seen on the Consolidated Statement of Financial Position.
There are no capital requirements that are externally imposed.

No changes were made in the objectives, policies or processes during the years ending 31 March 2016.

Estimati f fair val

The following summarises the major methods and. assumptions used in estimating the fair values of- financial
instruments reflected in the table, below.

Trade and other receivables/payables
The directors consider that the carrying amount of these balances approximates to their fair value.

The only allowance maintained by the. Company for credit losses relate to allowances for bad and doubtful debts
relating to trade receivables. ’
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. . f 6 -
Financial liabilities and assets included in the Statement of Financial Position relate to the following 1AS 39
categories:
Total for
Statement
Other Non-  of Financial
Financial ~ Financial Position .
31 March 2016 Liabilities  Liabilities heading
$000 $000f¥ $000
Statement of Financial Position headings -
liabitities ) .
Trade payables ' 78 - 78
Social security and other taxes - 319« 319
Other creditors 617 - 617
Accrued expenses 419 - 419
Total 1,114 319 1,433
Total for
Statement
Non-  of Financial
Loans and  Financial Position }
receivables Assets - heading ‘
] $000 $000 $000 !
Statement of Financial Position headings - assets -
Trade receivables ’ 3,064 - 3,064
Prepayments - 126 126
Other receivables 233 - 233
Cash and cash equivalents 15,121 - 15,121
Total 18,418 126 18,544

[



Total for
_ Statement
: ‘ Other Non-  of Financial
- : Financial  Financial " Position
31 March 2015 ' Liabilities  Liabilities heading
. 5000 - $000 $000
Statement of Financial Position headings - ‘
\ liabilities . o
Trade payables 1,370 - 1,370
: Social security and other taxes ’ - 26 26
. o Other creditors o 407 ; - 407
‘ Accrued expenses 630 - 630
Total ' _ 2,407 26 2,433
Total for
Statement
Non-  of Financial
Loans and  Financial Position
receivables Assets heading
$000 $000 $000
Statement of Financial Position headings - assets
Trade receivables ) 4,634 - 4,634
Prepayments - 333 - 333
Other receivables . 52 - 52
" Cash and cash. equivalents 14,091 V - © 14,091
Total ' 18,777 333 19,110 .

The directors are of the opinion that there is no material difference between the book value and the fair value of any
of the Group’s assets or liabilities. The contractual maturity of all financial liabilities are as follows:

Within 3 31012 12 to 18

months months months
$000's . $000s - $000s
31 March 2016 . ’ ) 1,492 - -
31 March 2015 ) 2,433 - -

26. CAPITAL COMMITMENTS
‘Other than those included in the statement of financial position, there were no material capital and other financial

commitments in place at the year end. Further, there was no authorised but not contracted for capital expenditure
at the year end.

27. POST-REPORTING DATE EVENTS

No adjusting events have occurred.




Enteq Upstream plc

Company Statement of Financial Position

Fixed assets
Tangible Fixed Assets
Investments

Current assets
Trade and other receivables
Cash and cash equivalents

Debtors: amounts falling due after one year
Inter-Company loan notes

Creditors: amounts falling due within one year
Trade and other payables

Total assets less current liabilities

Capital and reserves

Called up share capital
Share premium

Share based payment reserve
Retained earnings

Total equity

The financial statements were approved by the Board of Directors on 14 June 2016 and were signed on its behalf

by:

David Steel
Director
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Notes -

31 March 2016

31 March 2015

3 000's $ 000
- 2

- 2
11,175 13,083
15,026 12,457
26,201 25,540
8,592 8,592
(524) (387)
34,269 33,747
950 939
90,558 90,395
550 365
(57,789) (57,952)
34,269 33,747

e




Enteq »Upstream plc

Statement of Changes in Equity

Issue of share capital.
Share based payment charge

Transactions with owners

Prbﬁt for the perio.d

Other comprehensive expense for the year
Total 'co-mpr'ehensive. income |

Total movement

As at 1 April 2015
As ‘at 31 March 2016

Share based payment charge

Transactions with owners

Loss for the period

Other comprehensive expense for the year
Total comprehensive income

Total movement

As at 1 April 2014
As at 31 March 2015
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Share

Called up based . ‘
share Retained Share payment Total
capital earnings premium reserve _equity
$ 000s $ 000s 5 000s 3 000s $ 000's
1 - 163 - 174
- - - 185 185
11 X 163 185 359
- 163 - - 163
- 163 - - 163
11 163 . 163 185 522
939 . (57,952) 90,395 365 33,747
950 (57,789) 90,558 550 34,269
, ~ Share
Called up . based
share Retained Share  payment Total
capital earnings - premium reserve equity
$000s $.000s . $ 000’s $ 000's $ 000's
- - - 142 142
- - - 142 142
- (52,448) - - (52,448)
- (52,448) - - (52,448)
- 1(52,448) A - 142 (52,306)
939 | (5,504) 90,395 223 86,053
939 (57,952 365 33,747




- Enteq Upstream plc

Statement of Cash Flows
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Cash flows from operating activities
Profit for the year

Net finance income

Share-based payment non-cash charges

Foreign exchange difference
Depreciation charge

Decrease in trade and other receivables
Decrease in trade and other payables

Net cash from operating activities
Investing activities

Interest received

Net cash from investing activities
Financing activities

Share issue

Net cash from financing activities

Increase/(decrease) in cash and cash equivalents

Non-cash movements - foreign exchange

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Year to 31 March

Year to 31 March

2016 2015
$ 000's $ 000s
163 176
(92 (129)
184 112
1. 12
2 3
258 173
1,908 (5,780)
138 (90)
2,304 (5,697)
92 129
92 129
175 -
175 -
2,570 (5,568)
b 12)
12,457 18,037
15,026

12,457




Notes to the C ompany Sz‘atemem‘ of Financial Position
For the year to 31 March 2016
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1.

SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting
Enteq Upstream plc is a Company incorporated in the United Kingdom under the Companies Act 2006. The address
of the registered office is given in the Company Information found on page 4.

Statement of compliance

These financial statements have been prepared in accordance with applicable accounting standards and in
accordance with Financial Reporting Standard 101 - The Reduced Disclosure Framework' (FRS 101). The principal
accounting policies adopted in the preparation of these financial statements are set out below. These policies have
all been applied consistently throughout the year unless otherwise stated.

Basis of preparation
The financial statements have been prepared on a going concern basis under the historical cost convention.

The board regularly reviews the Company’s resources to ensure they are sufficient to continue trading for the
foreseeable future. It is therefore considered appropriate to use the going concern basis to compile these financial
statements. The main requirement is for sufficient financial resources to maintain the overhead required to fulfil the
pipeline of business.

The financial statements are presented in US dollars as the majority of the Company’s subsidiaries’ activities and
transactions therewith are in US dollars.

Managementlnotes that the Company's strategy is to invest in services aligned to the oil and gas industry, an
industry which trades principally in US$. All future operations and sources of funding are also expected to be

located in the US for the foreseeable future.

As permitted by Section 408 of the Companies Act 2006, the proﬂ't and loss account of the Company is not
presented as part of these financial statements.

This is the first year in which the financial statements have been prepared in accordance with FRS 101: The date of

- transition to FRS 101 is 1 April 2014. In applying FRS 101 for the first time the Company has applied early the

amendment to FRS 101 which permits a first time adopter not to present an opening statement of financial position
at the beginning of the earliest comparative period presented.

Under previous UK GAAP intercompany loans receivable were recognised at cost less any provision for bad debts
and intercompany loans payable were recorded at the amount of the proceeds. Under FRS 101 intercompany loans
are initially recognised at fair value and subsequently recognised at amortised cost under the effective interest
method. There were no adjustments made to the financial statements in respect of the transition to FRS101.

Parent company

The Company is a wholly owned subsidiary of Enteq Upstream PLC which prepares publicly available consolidated
financial statements in accordance with IFRS. This Company is included in the consolidated financial statements of
Enteq Upstream PLC for the year ended 31 March 2016. These accounts are available from The Courtyard, High
Street, Ascot, Berkshire, SL5 7HP.

Foreign currencies

Foreign currency transactions are translated into the local currency of the Company, using the exchange rates of
the - transactions (spot exchange rate). Foreign exchange gains and losses resulting from the settlement of such
transactions and from the remeasurement of monetary items denominated in foreign currency at year-end exchange
rates are recognised in profit -or loss.

Non-monetary items are not retranslated at year-end and are measured at historical cost (translated using the
exchange rates at the transaction date).

Tangible assets

Tangible assets are stated at cost less accumulated depreciation and any |mpalrment in value. The initial cost of an
asset comprises its purchase price or construction cost, and any costs directly attributable to bringing the asset into
operation. The purchase price or construction cost is the aggregate amount paid and the fair value of any other
consideration given to acquire the asset.
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The estimated useful lives are determined separately for each category and are as follows:

Computer equipment 3 years
Office equipment 1 year

A tangible fixed asset is derecognised upon disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the item) is included in the Profit and
Loss Account in the year the item is derecognised.

Investments
Fixed asset investments in subsidiaries are shown at cost less provision for impairment.

Financial liabilities and equity

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements
entered into. An equity instrument is any contract that evidences a residual interest in the assets of the Group after
deducting all of its liabilities. : ’

" Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term, highly
liquid investments that are readily convertible into known amounts of cash and which are subject to an insignificant
risk of changes in value.

Financial liabilities and equity

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements
entered into. An equity instrument is any contract that evidences a residual interest in the assets of the Company
after deducting all of its liabilities.

Trade and other payables
Trade and other payables are not interest-bearing and are recognised initially at fair value. Subseguently they are
carried at amortised cost.

Amounts due from or to group companies

Amounts due from or to group companies are initially recognised at fair value being the present value of future
interest and capital receipts discounted at the market rate of interest for a similar financial asset or liability. For
group loans which are due on demand or where there is no significant difference between the amount due/payable
and fair value on initial recognition then such loans are carried at the amount due/payable on an amortised cost
basis. Interest receivable or payable on the loan is recognised in profit or loss under the effective interest method.

Equity instruments
Equity instruments issued by the Group are recorded at the proceeds received, net of direct issue costs.

Equity, reserves and dividend payments

Share capital represents the nominal value of shares that have been issued. Share premium includes any premiums
received on issue of share capital. Any transaction costs associated with the issuing of shares are deducted from
share premium, net of any related income tax benefits. Other components of equity include the following:

The profit and loss account includes all current and prior period retained profits. All transactions with the owners
are recorded separately within equity. Dividend distributions payable to equity shareholders are included in other
liabilities when the dividends have been approved in a general meeting prior to the reporting date.

Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or recovered)
using the tax rates and laws that have been enacted or substantively enacted by the Statement of Financial Position
date. :

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the Statement
of Financial Position date where transactions or events that result in an obligation to pay more tax in the future or
a right to pay less tax in the future have occurred at the Statement of Financial Position date. Timing differences
are differences between the Company's taxable profits and its results as stated in the financial statements that arise
from the inclusion of gains and losses in tax assessments in periods different from those in which they are
recognised in the financial statements.




Share based payments _

Certain Non-Executive directors receive remuneration in the form of share-based payment transactions, whereby they
render services in exchange for rights over shares under the Non-Executive Director Share Options scheme. These
options vest in two equal tranches, in June 2015 and June 2016. The total amount to be expensed over the vesting -
period of the options is determined by reference to the fair value at the date of granting ‘and the number of awards
that are expected to vest. The fair value is based upon a binomial model taking into account different scenarios for
the possible outcomes of the Company's investment activities. The total expense is based upon initial conditions and
will crystallise smoothly over the vesting period without reanalysis for subsequent events. The ‘movement in
cumulative expense is recognised in the profit and loss, with a corresponding entry to the share-based payment
reserve.

Incentive Shares

Certain Executive Directors have also subscribed to Incentive Shares with a' base cost of $79,937. The Incentive
Shares only reward participants if shareholder value is created, thereby aligning the interests of the Executive
Directors with those of shareholders. The Incentive Shares carry the right to 12.5% of any increase in the value of
the Company in excess of £2 million GBP above the net asset value of the Company adjusted for placings. The
Incentive Shares do not carry any voting or dividend rights and are not transferable except in limited circumstances.
The Incentive Shares have been treated as an equity settled share based payment. However, since the initial $79,937
is potentially repayable to the shareholders, this amount is treated as a liability. The total amount expensed over
the vesting period of the Incentive Shares was determined by reference to the fair value at the date at which the
Incentive Shares were acquired. The Incentive Shares vested equally in both June 2014 and June 2015; no value
was created by either tranche of these shares.

The fair value is determined 'using a binomial model. The fair value of the Incentive Shares has been-recognised as
a current liability on the Statement of Financial Position as it becomes repayable if the Executive Directors leave
office. ’

The valuation of Incentive Shares was determined by running a series of scenarios which used variables of the
amount of acquisitive growth and return on the capital raised in the initial IPO. The scenarios incorporated the
management's assessment of the likelihood of each scenario occurring and its associated cashflows, each cashflow
being weighted accordingly after being discounted at a rate of 14% per annum. It has also been assumed that
there will not be any early exercise of Incentive Shares. .

2. LOSS FOR THE YEAR
As permitted by Section 408 of the Companies Act 2006, the profit and loss account of the Company is not

presented as part of these financial statements. The parent Company's profit for the financial year was $163k
(2015: $176k). :

3 TANGIBLE FIXED ASSETS

- Computer Office ' Total
equipment equipment
$000's $000's $000's
Cost:
As at 1 April 2015 and 31 March 2016 10 5 15
Depreciation:
As at 1 April 2015 : 8 5 13
Charge for the year ' 2 - : 2

As at 31 March 2016 10 5 15

Net Book Value: ‘ 4
As at 31 March 2015 2 - p)
As at 31 March 2016 - N N
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4. = INVESTMENTS

Shares in
Group

.undertakings

Cost
As at 1 April 2015 and 31 March 2016

3000’

23,285

Impairment
As at 1 April 2015 and 31 March 2016

23,285

Net book value :
As at 1 April 2015 and 31 March 2016

The Group or the Company's investments at the Statement of Financial Position date in the share capital of companies

represent the following:

Name ‘ Country of incorporation
Enteq Upstream USA Inc. United States of America

Nature of business
Manufacturer of down hole drilling equipment 100%

Holding

As a result of the* merger described in note 4 on page 31, the following indirectly held investments ceased to exist with

effect from 1 February 2016:

Name Country of incorporation
Enteq USA Holdco LLC United States of America
Enteq XXT LLC United States of America
Enteq KMS LLC United States of America

5. DEBTORS

Amounts falling due within one year:

Amounts owed by Group undertakings
Trade Debtors

Prepayments

Other debtors

* Nature of business
Holding Company
Manufacturer of down hole drilling equipment 100%
Manufacturer of down hole drilling equipment . - 100%

31 March 2016

Holding
100%

31 March 2015

$000’s 3000's
11,107 11,305
- 1,655

31 69

37 54
11,175 13,083

The -management believe that the carrying value is an approximation of fair value.

6. CASH AT BANK AND IN HAND

Denominated in USD
Denominated in GBP
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31 March 2016

31 March 2015

$000's $000’s
14,690 12,018

336 439
15,026 12,457
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7.

10.

11.

INTER-COMPANY LOAN NOTES

Receivable from Enteq Upstream USA Inc:
As at 1 April

Provision

As at 31 March

CREDITORS

Accrued expenses

Trade payables

Social security and other taxes
Other creditors

31 March 2016

31 March 2015

3000's 3000's
37,928 . 37,928
(29,336) (29,336)
8,592 8,592

31 March 2016

31 March 2015

$000s $000's
414 260

5 21

5 26
80. 80
524 387

The management believe the carrying value is an approximation of the fair value. The average creditor day's for the

period ending 31 March 2016 is 7 days (2015: 20 days).

CALLED UP SHARE CAPITAL

Allotted, issued and fully paid ordinary shares of GBP0.01 Nominal Value:

L Numbeyf Share Capital ~ Share Premium

usp usb

As a't 1 April 2015 58,953,653 938,969 90,394,649
Issued during the year ‘ B 7_46,970 © 11,294 163,697
' 950,263 90,558,346

"As at 1 March 2016 © 59,700,623

All shares issued carry the same voting rights.

RELATED PARTY DISCLOSURES®

Details of directors’ remuneration and other transactions are set out on pages 18 to 22.

ULTIMATE CONTROLLING PARTY

There is no ultimate controlling party.




Notice of Annual General Meeting

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. IF YOU ARE IN ANY DOUBT AS TO THE ACTION
YOU SHOULD TAKE, YOU SHOULD CONSULT YOUR STOCKBROKER, BANK, SOLICITOR, ACCOUNTANT, FUND MANAGER OR
OTHER APPROPRIATE INDEPENDENT FINANCIAL ADVISER.

If you have sold or otherwise transferred all of your shares in Enteq Upstream PLC (the "Company") you should send this
document as soon as possible to the purchaser or transferee or to the stockbroker, bank or other agent through whom the
sale or transfer was effected, for delivery to the purchaser or transferee.

Notice is hereby given that the annual general meeting of the Company will be held at 2 Gresham Street, London EC2V 7QP
on 13 September 2016 at 12.00 noon to transact the following business. Resolutions 1 to 4 will be proposed as ordinary
resolutions. Resolutions 5 and 6 will be proposed as special resolutions:

1. To receive the report of the directors, the accounts and the auditors’ report on the accounts for the year ended 31 March
2016.

2. To re-appoint Grant Thornton UK LLP as auditors to the Company, to hold office until the conclusion of the next general
meeting at which accounts are laid before the Company.

3. To authorise the directors to determine the auditors' remuneration.

4, That the directors be and they are hereby generally and unconditionally authorised in accordance with section 551 of the
Companies Act 2006 (the "2006 Act"), in substitution for all existing authorities:

4.1 to exercise all the powers of the Company to allot shares and to make offers or agreements to allot shares in the
Company or grant rights to subscribe for or to convert any security into shares in the Company (together "Relevant
Securities”) up to an aggregate nominal amount of one hundred and ninety-nine thousand and two pounds (£199,002),

representing approximately 33 per cent. of the Company's existing ordinary share capital; and

42 to exercise all the powers of the Company to allot equity securities (within the meaning of section 560 of the 2006

' Act) up to an additional aggregate nominal amount of one hundred and ninety-nine thousand and two pounds
(£199,002) provided that this authority. may only be used in connection with a rights issue in favour of holders of
ordinary shares and other persons entitled to participate therein where the equity securities respectively attributable to
the interests of all those persons at such record dates as the directors may determine are proportionate (as nearly as
may be) to the respective numbers of equity securities held or deemed to be held by them or are otherwise allotted in
accordance with the rights attaching to such equity securities subject to such exclusions or other arrangements as the
directors may consider necessary or expedient to deal with fractional entitlements or legal difficulties under the laws of
any territory or the requirements of a regulatory body or stock exchange or by virtue of shares being represented by
depositary receipts or any other matter whatsoever,

provided that the authorities in paragraphs 4.1 and 4.2 shall expire at the conclusion of the next annual general -

meeting of the Company after the passing of this resolution or if earlier on the date which is 15 months after the
date of the annual general meeting, except that the Company may before such expiry make an offer or agreement
which would or might require Relevant Securities or equity securities as the case may be to be allotted after such
expiry and the directors may allot Relevant Securities or equity securities in pursuance of any such offer or agreement
as if the authority ¥ question had not expired.

5. That the directors be and are empowered, in accordance with section 570 of the 2006 Act, to allot equity securities (as
defined in section 560(1) of the 2006 Act) for cash pursuant to the authority conferred by resolution number 4 as if
section 561(1) of the 2006 Act did not apply to any such allotment, provided that this power shall be limited to:

51 the allotment of equity securities in connection with a rights issue or other pro rata offer (but, in the case of the
authority granted conferred by paragraph 4.2, by way of a rights issue only) in favour of holders of ordinary shares
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5.2

and other persons entitled to participate therein where the equity securities respectively attributable to the interests of
all those persons at such record dates as the directors may determine are proportionate (as nearly as may be) to the
respective numbers of equity securities held or deemed to be held by them or are otherwise allotted in accordance
with the rights attaching to such equity securities subject in each case to such exclusions or other arrangements as the
directors may consider necessary .or expedient to deal with fractional entittements or legal difficulties under the laws of
any territory or the requirements of a regulatory body or stdck exchange or by virtue of shares being represented by
depositary receipts or any other matter whatsoever; and ‘

the allotment (otherwise than pursuant to paragraph 5.1 above) of equity securities up to an aggregate nominal amount
of fifty-nine thousahd_and seven hundred pounds (£59,700) representing approximately 10 per cent. of the existing
ordinary share capital of the Company,

and shall expire upon the expiry of the general authority conferred by resolution number 4 above, except that the

Company may make an offer or agreement before this power expires which would or might. require equity securities to be

allotted after such. expiry and the directors may allot equity securities in pursuance of such offer or agreement as if the

power conferred by this resolution had-not expired.

6. That the Company be and is hereby generally and unconditionally authorised, in accordance with section 701 of the 2006

Act to make market purchases (within the meaning of section 693(4) of ‘the 2006 Act) of ordinary shares of one penny
(£0.01) each in the éap@tal of the Company ("Ordinary Shares”) on such terms and in such manner as the directors may

from time to time determine provided. that:

6.1

6.2

" 6.3
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6.3.2

6.4

"~ The Courtyard

the maximum number of Ordinéry.Shares authorised to be purchased is 5,970,062 (representing approximately 10 per
cent. of the company's existing ordinary. share capitab;

the minimum' price which may be. paid for an Ordinary Share is one penny (£0.01) (exclusive of expenses payable by
the: Company); i '

the maximum price which may be paid for an Ordinary Share (exclusive of expenses payable by the Company) cannot

be more .than the higher of:

105 per cent. of the average market value of an Ordinary Share for the five business days prior to the day.on
which the Ordinary Share is contracted to be purchased; and

the value of an Ordinary Share caiculatéd .on the basis of the higher of:
a) the last independent trade of; or
b) the higﬁest current independent bid for,

any number of Ordinary Shares on the trading venue where the market purchase by the Company will be carried -

out; and

the authority'c'onferred shall expire at the conclusion of the next annual genera{l meeting of the Company except that
the Company may before such expiry make a contract to purchase its own shares which will or may be completed or

executed wholly or partly after such expiry.
14 June 2016

Registered office:

High St(eet

Ascot
SLS 7HP
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A member entitled to attend and vote at the meeting is entitled to ;appoint another person(s) (who neéd not be a
member of the Company) to exercise all or any of his rights to attend, speak and vote at the meeting. A member can
appoint more than one proxy in relation to the meeting, provided that each proxy is appointed to exercise the rights
attaching to different shares held by him.

Your proxy could be the Chairman, another director of the Company or another person who has agreed to attend to
represent you. Your proxy. will vote as you instruct and must attend the meeting for your vote to be counted. Details of
how to appoint the Chairman or another person as your proxy using the proxy form are set out in the notes to the
proxy form. Appointing a proxy does not preclude you from attending the meeting and voting in person. If you attend
the meeting in person, your proxy appointment will- automatically be terminated.

" ‘An appointment of proxy:is_provided:with: this: notice and' instructioris ‘for>use are shown on the form. I order to be

valid, a completed appointment of proxy must be returned to the Company in hard copy form by post, by courier or by
hand to the Company's registrar, Computershare Investor Services PLC, at the address shown on the form of proxy, and
must be received by the Company not less than 48 hours before the time fixed for the meeting. In determining the 48
hour period, no account shall be taken of any part of a day that is not a working day. A form of proxy must be
therefore received by 9 September 2016 at 12.00 noon to be valid.

To change your proxy instructions you may return a new proxy appointment using the method set out above. Please
contact Computershare Investor Services PLC on 0870 707 4083 to request a new hard copy proxy form. The deadline
for receipt of proxy appointments (see above) also applies in relation to amended instructions. Any attempt to terminate
or amend a proxy appointment received after the relevant deadline will be disregarded. Where two or more valid
separate appointments of proxy are received in respect of the same share in respect of the same meeting, the one
which is last sent shall be treated as replacing and revoking the other or others.

Only those shareholders registered in the register of members of the Company (the "Register of Members") as at 6.00
p.m. on 11 September 2016 (or, if the meeting is adjourned, on the date which is two days before the time of the
adjourned meeting) shall be entitled to attend and vote at the meeting or adjourned meeting in respect of the number
of shares registered in their respective names at that time. Changes to the Register of Members after that time will be
disregarded in determining the rights of any person to attend or vote at the meeting or adjourned meeting.

Any corporation which is a member can appoint one or more corporate representatives who may exercise on its behalf

all of its powers as a member provided that they do not do so in relation to the same shares.

You may not use any electronic address provided either in this notice of annual general meeting or any related
documents (including the form of proxy) to communicate with the Company for any purposes other than those
expressly stated. :

As at 14 June 2016 (being the last business day before the publication of this notice), the Company's issued share
capital consisted of 59,700,623 ordinary shares carrying one vote each and 50,000 incentive shares which do not carry
any voting rights. The Company does not hold any ordinary shares in treasury. Accordingly, the total voting rights in
the Company are 59,700,623. ‘

Any member attending the meeting has the right to ask questions. The Company must cause to be answered any such
question relating to. the business being dealt with at the meeting but no such answer need be given if:

a. to do so would interfere unduly with the preparation for the meeting or involve the disclosure of
confidential information;

b. the answer has already been given on a website in the form of an answer to a question; or




¢. it is undesirable in the interests of the Company or the good order of the meeting that, the question be
answered. ‘ '

10. The following documents are available for inspection at the registered office of the Company during normal business

hours on each weekday (public holidays excluded) and at the place of the annual general meeting for 15 minutes prior
to and during the meeting: ' '

a.  copies of the executive directors' service contracts with the Company;
b. copies of letters of appointment of non-executive directors; and

c. a copy of the articles of association of the Company.
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