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MANAGEMENT
REPORT

THE CONSOLIDATED MANAGEMENT REPORT WAS PREPARED BY SCHOELLER-
BLECKMANN OILFIELD EQUIPMENT AKTIENGESELLSCHAFT FOR THE SCHOELLER-
BLECKMANN OILFIELD EQUIPMENT - IFRS — CONSOLIDATED FINANCIAL STATEMENTS
ACCORDING TO SECTION 245a UGB (AUSTRIAN COMMERCIAL CODE)

HIGHLIGHTS

e SBO spurred by recovery in North America and on
international markets

e Sales up from previous year by approximately 30 %,
EBIT almost tripled

e Proposed dividend in the amount of EUR 1.00 per share

The upswing in North America that had begun in the second
half of 2016 continued throughout 2018. In addition to strong
business in North America, the international markets also
started to recover. This allowed SBO's international business to
catch up massively and end the financial year with a significant
increase in earnings and a positive trend. As a result, the overall
business performance of the Company improved considerably:
Bookings, sales, and eamings went up significantly, and EBIT
almost tripled.

SBO consistently pursued its sustainable growth strategy in
2018. The number of employees was sized up across the SBO
Group and capacities were expanded in line with customer
demand. For example, the location in Saudi Arabia was
expanded to ensure local presence of SBO products. Decision
was made to adapt the production area at the Vietnam site to
increased demand. On the contrary, the closure of production
sites in Mexico and England was initiated to take two further
essential steps towards optimizing the Group. In addition,
the Company invested significantly in ongoing research and
development projects. The resulting products have already
delivered sound results in the growing market. Overall, SBO
consolidated its position as frontrunner of innovation and
actively adapted to the changing market conditions.



MARKET ENVIRONMENT

Global economic growth remained intact in 2018 and
preserved the momentum seen in the previous year. According
to current estimates by the Interational Monetary Fund (IMF),
global economic growth in 2018 came to 3.7 %, and in 2017
t0 3.8 %. At 4.6 %, economic growth in the emerging markets
in 2018 was only slightly below the previous year's level. The
economy grew significantly in India, the Asian and European
emerging markets, as well as in countries in the sub-Saharan
region. The average growth rate of the industrial nations was
2.3 % in 2018, after 2.4 % in 2017." The main dampening
factors were geopolitical events and announcements, such
as the forthcoming withdrawal of the United Kingdom from
the European Union (Brexit) and trade sanctioning measures
imposed by the US government against China, Iran and Russia,
nourishing fears of economic slowdown, which ultimately led
to a price slide in the markets in the fourth quarter of 2018,

However, fundamental data remained intact. According to
the International Energy Agency (IEA), average global oil
demand rose by 1.2 million barrels per day (mb/d) or 1.2 %
to 99.2 mb/d in 2018 (2017: 98.0 mb/d). Demand in non-
OECD countries went up by 0.9 mb/d or 1.8 % to 51.4 mb/d
(2017: 50.5 mb/d). In the OECD countries, demand grew by
0.4 mb/d or 0.8 % to 47.8 mb/d (2017: 47.4 mb/d). While

T IMF World Economic Outlook, January 2019.
? International Energy Agency (IEA), Oil Market Report, February 2019.

production and demand for crude oil were almost in balance in
the first quarter of 2018, production rose disproportionately in
the quarters following: In the third quarter of 2018 itwas 1.1 mb/d
higher than demand, in the fourth quarter of 2018 it was even
1.6 mb/d higher. Over the full year, oversupply in the oll
market came to 0.8 mb/d. Altogether, OPEC production
in 2018 was 37.4 mb/d, and in the non-OPEC countries
62.6 mb/d, representing a total output of 100.0 mb/d. In the
fourth quarter, the oil market came under noticeable pressure
due to overproduction and geopoalitical measures, as reflected
in significantly falling oil prices from the end of October. In order
to stabilize the oil price again, the OPEC states (including their
partner states) agreed at their meeting on 6 December 2018 to
reduce the production ceiling starting from 2019.2

In 2018, the market environment for the oilfield service industry
as a whole was characterized both by the robust market
situation in North America and the uptun in international
markets. Global rig count rose by 7.4 % in the course of 2018
to 2,244 rigs in December (December 2017. 2,089 rigs).
In the United States, the number of rigs went up by
156.9 % to 1,078 rigs (December 2017: 930 rigs), while
internationally there was an increase of 7.4 % to 1,025 rigs
(December 2017: 954 rigs), with strong growth being recorded



in almost all regions, particularly in the second half of the year,
except for the seasonal fluctuation in Canada, relating both
to onshore and offshore activities.® The number of drilled but
uncompleted wells (DUCs) in the United States arrived at an
all-time high of 8,591 units in December 2018. This rise was
mainly due to the continued large number of drilling licences
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S Baker Hughes Rig Count.
4 U.S. Energy Information Administration (EIA), Oil Productivity Report, February 2019.
5 Bloomberg, CO1 Brent Crude (ICE) and CL1 WTI Crude (Nymex).

granted in the face of prevailing transport capacity bottlenecks
in the most productive regions of the United States.*

The prices of both types of crude oil rose significantly in
2018, reaching a new high of USD 86.29 (Brent) and
USD 76.41 (WTIl) on 3 October 2018. The crude oversupply
due to temporary export openings of the United States towards
Iran and the aforementioned economic slowdown finally led
to a collapse of prices on the oil markets, which began to
reverse only at the tumn of the year. In the course of the vear,
the price per barrel of US crude WTI dropped from USD 60.37
on 2 January 2018 to USD 45.41 on 31 December 2018,
and per barrel of European crude Brent from USD 66.57 to
USD 53.80.°

Global spending for exploration and production (E&P spending)
rose significantly in year 2018 by 9 % after the sharp cutbacks
seen in the crisis years. In North America, E&P spending
increased by 20 %. Internationally, E&P spending went up by
5 %, for the first time after three years of crisis.® The oilfield
service industry generally assumes that the spending cuts of
recent years will have to be made up successively in order
to prevent production losses from existing and aging oil
and gas fields.

5 Evercore ISI, The 2019 Evercore ISI Global E&P Spending Outlook: A Slow Recovery, December 2018.



BUSINESS DEVELOPMENT

Overall, 2018 was marked by broad-based growth. In addition
to strong business in North America, signs of recovery on the
international oil and gas market were confirmed. Bookings and
sales increased significantly. At a book-to-bill ratio of over 1,
an EBITDA margin well above the long-term Group average
of 24.3 % was achieved. The decline in the markets seen in
the fourth quarter of 2018 had only a relatively minor impact
on SBO's result, once again confirming the sustainable growth
strategy vigorously pursued by SBO.

Year-on-year, sales increased by 29.6 % to MEUR 420.2
(2017: MEUR 324.2). Bookings went up to MEUR 481.9,
compared to MEUR 342.0in 2017. As at the end of 2018, the
order backlog amounted to MEUR 97.7 (31 December 2017
MEUR 37.6).

The significant increase in sales is reflected in SBO's
result. Eamings before interest, taxes, depreciation and
amortization (EBITDA) amounted to MEUR 120.0 (compared to
MEUR 74.7 in 2017). Profit from operations (EBIT) almost
tripled in 2018 to MEUR 70.7, compared to MEUR 25.6 in
2017. Those included restructuring losses and impairment on

property, plant and equipment in the amount of MEUR 3.9.
EBITDA margin was 28.6 % (2017: 23.0 %), and EBIT margin
16.8 % (2017: 7.9 %).

The financial result for the vyear 2018 arrived at
MEUR minus 14.8 (2017: MEUR minus 95.4). Profit after tax
of MEUR 41.4 turned positive for the first time since the crisis
(2017: MEUR minus 54.4). In the 2017 result, a loss from the
revaluation of option commitments amounting to MEUR 87.6,
was included. Eamnings per share amounted to EUR 2.59
(2017: EUR minus 3.41).

The balance sheet structure of the Company is sound:
Shareholders’ equity amounted to MEUR 368.2 (2017:
MEUR 322.0). The equity ratio of SBO at the end of 2018
was 40.9 % (2017. 42.9 %), net debt was MEUR 62.5
(2017: MEUR 50.7). Liguid funds were MEUR 241.5 (2017
MEUR 166.0). The cashflow from operating activities came to
MEUR 33.4 (2017: MEUR 44.6), and the gearing ratio was
17.0 % (2017. 156.7 %). Capital expenditure for property,
plant, equipment and intangible assets (CAPEX), considering
expenditures for expanding production capacities, climbed



to MEUR 35.9 (2017: MEUR 32.1). On 31 December 2018
purchase commitments for property, plant and equipment
totalled MEUR 2.1 (2017: MEUR 1.2).

The Executive Board will propose a dividend of EUR 1.00 per
share for the financial year 2018 to the Annual General Meeting
on 23 April 2019.

DEVELOPMENT OF THE SEGMENTS

SBO's business is subdivided into the two reportable segments
‘Advanced Manufacturing & Services' (AMS) und “Oilfield
Equipment” (OF):

e The "Advanced Manufacturing & Services" (AMS) segment
comprizes high-precision machining and repair of drill
collars and complex “Measurement While Driling* (MWD)
and ‘Logging While Driling” (LWD) components made of
non-magnetic corrosion resistant stainless steel, which form
the housing for sensitive measuring instruments used for

the precise measurement of inclination and azimuth of the
drillstrings as well as petrophysical parameters.

e The “Qilfield Equipment” segment includes a wide range
of highly specialized solutions for the oil and gas industry:
High-performance driling motors and tools for directional
drillstring drive in addition to downhole circulation tools
as well as products for efficient and resource-conscious
completion of unconventional wells in the two dominating
technologies “sliding sleeve” and “plug-n-pert”.

The “Advanced Manufacturing & Services" (AMS) segment
developed positively in 2018, due to improving international
market conditions. Year-on-year, sales increased in 2018
to MEUR 171.5 (2017 MEUR 103.2), whereas profit from
operations (EBIT) before non-recurring items rose to MEUR 22.7
(2017: MEUR minus 14.5).

In the “QOilfield Eguipment® (OF) segment, the dynamic
development of the previous year was continued. Sales
amounted to MEUR 248.7 (2017. MEUR 221.0), and profit
from operations (EBIT) before non-recurring items to MEUR 55.2
(2017: MEUR 46.2).



ANALYSIS AND RESULTS

The consolidated financial statements of the Company have
been prepared in accordance with the Financial Reporting
Standards (FRS).

Sales

in MEUR

2018
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Sales increased by 29.6 %, from MEUR 324.2 in 2017 to
MEUR 420.2 in 2018 due to strong business in North America
and the beginning recovery of international markets.

As in the previous years, the US dollar remained the most
important currency by far for the SBO Group. In 2018, 84 %
(compared to 86 % in 2017) of sales were generated in
US dollars, and approximately 57 % (compared to 62 % in
2017) of expenses were also incurred in US dollars. As the
average exchange rate for 2018 of EUR 1 = USD 1.1815 was
lower than for 2017, where it had been EUR 1 = USD 1.1293,
this had a negative impact. The US dollar rose against
the euro in the course of the year. The closing price on
31 December 2018 was EUR 1 = USD 1.1450, up by around
5% from EUR 1 = USD 1.1993 on 31 December 2017.

Exchange rate development

in EURUSD HIGH Low AVERAGE CLOSING
2018 1.2493 1.1261 1.1815 1.1450
2017 1.2060 1.0385 1.1293 1.1993

In the preparation of the annual financial statements 2017 and
2018, the average rates of these years have been used for the
consolidated profit and loss statements, and the closing rates
as of 31 December for the consolidated balance sheets.

Sales by business segments

in MEUR 2018 2017
Advanced Manufacturing & Services 171.5 103.2
Qilfield Equipment 248.7 221.0
Total sales 420.2 324.2

The development of the “Advanced Manufacturing &
Services" segment is heavily dependent on customers' capital
spending (CAPEX). Following dramatically curtailed CAPEX in
2015 and 2016, expenditure went up again for the first time in
2017. This trend continued in 2018, mainly as a result of the



recovery in the international markets. Therefore, sales could
be increased significantly in the course of 2018. Sales rose by
66.1 %, from MEUR 103.2 in 2017 to MEUR 171.5in 2018.

In the “Qilfield Equipment” segment, the dynamic development
of the previous year continued in 2018. The robust market
environment in North America and the associated increase in
driling and completion activities led to a 12.5 % increase in
sales to MEUR 248.7 in 2018, from MEUR 221.0 in 2017.

Gross profit

in MEUR

2018

100 150

Folowing MEUR 94.9 in 2017, gross profit in 2018 rose
substantially to MEUR 145.6, and with it the gross margin, which
went up to from 29.3 % in 2017 1o 34.6 % in 2018. The higher
gross margin is a result mainly of the growth in sales due to larger
volumes in the “Advanced Manufacturing & Services" segment.

The major elements of production costs are expenses for
materials and energy, costs of personnel and depreciation of
fixed assets.

Selling, general and administrative expenses

in MEUR
2018
0 20 40 60 80
Seling, general and administrative expenses rose from

MEUR 59.6 in 2017 to MEUR 70.0 in 2018. Selling, general
and administrative expenses developed disproportionally
below the rise in sales, faling from 18.4 % of sales revenues
for the year 2017 1o 16.7 % for the year 2018.

Selling, general and administrative expenses consist mainly
of salary and salary-related expenses, professional fees
for operational activities, travel and entertainment costs,
communication and insurance expenses.



Other operating expenses and income

in MEUR

2018

Other operating expenses amounted to MEUR 16.8 in
2018 (2017 MEUR 17.6). This item includes research
and development costs amountng to MEUR 7.7
(2017: MEUR 7.8), as well as exchange losses of MEUR 8.2
(2017: MEUR 9.8).

in MEUR

2018

Other operating income in 2018 totalled MEUR 15.8
(2017: MEUR 5.9) and, apart from exchange gains, consisted
of rental income, service charges and income from the sale of
fixed assets. The rise in other operating income is due mainly
to higher exchange gains in 2018 of MEUR 11.0 (MEUR 5.0
in 2017), and gains from the sale of a plot of land in the
United States worth MEUR 1.9.

Profit from operations before non-recurring items

in MEUR

2018

Due to the increase in sales and an improved gross
margin, profit from operations before non-recurring items of
MEUR 23.6in 2017 more than tripled to MEUR 74.6, generating
17.7 % of sales, following 7.3 % in the previous year.

Non-recurring items

in MEUR

2018

In the 2018 financial year, expenses for non-recurring items
totalled MEUR 3.9, with MEUR 2.4 related to impairment on
property, plant and equipment, and MEUR 1.5 for restructuring
losses related to the production sites in Mexico and England.

Restructuring gains in the 2017 financial year of MEUR 1.9
came from the sale of a plot of land in the United States, which
was Nno longer needed after production sites had been merged.



Profit from operations

in MEUR

2018
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Profit from operations after non-recurring items rose from
MEUR 25.6 in 2017 to MEUR 70.7 in 2018, generating a
margin of 16.8 % (following 7.9 % in the previous year).

Financial result

in MEUR

2018 -14.8

-100

The financial result in 2018 was MEUR minus 14.8, following
MEUR minus 95.4 in 2017.

The revaluation of option commitments has led to a gain of
MEUR 1.0 for the 2018 financial year. Last year's result
contained losses from the revaluation of option commitments
amounting to MEUR 87.6 essentially resulting from higher
profit expectations for subsidiary Downhole Technology in
those days.

In the past financial year, net interest result was
MEUR minus 8.5 (2017: MEUR minus 6.3). The higher
expense resulted from accrued interest on option liabilities of
MEUR 5.8 in 2018, compared to MEUR 3.0 in 2017. The
net interest result also includes the proportionate result
of the shares held by the respective managements and
participation rights in individual subsidiaries, which came to
MEUR minus 1.0 in 2018 (2017: MEUR minus 0.7).

Other financial expenses amounting to MEUR 7.4
(2017 MEUR 1.4) include dividend payments to minority
shareholders for shares in companies for which put/call option
agreements are in place.

Profit/loss before tax

in MEUR

2018
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Profit/loss before tax for the year 2018 was MEUR 55.9,
following MEUR minus 69.8 in 2017. Without considering
option revaluations, profit before tax was MEUR 54.9, while the
comparable result in the previous year was MEUR 17.9.



Income taxes

in MEUR

2018

-20 0 20

Income taxes in 2018 amounted to MEUR minus 14.5 (2017:
MEUR 15.4), consisting of current tax expenses of MEUR 12.0,
resulting from positive eamings contributions and deferred tax
expenses of MEUR 2.5.

Profit/loss after tax / dividend

in MEUR

2018
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Income after tax for 2018 was MEUR 41.4, following
MEUR minus 54.4 in the year before.,

Eamnings per share arrived at EUR 2.59 in 2018, following
EUR minus 3.41 in 2017.

The Executive Board proposes to the Annual General Meeting a
dividend of EUR 1.00 per share for 2018, totalling a distribution
to shareholders of MEUR 16.0.

Assets and financial position

Group equity as at 31 December 2018 was MEUR 368.2,
following MEUR 322.0 as at 31 December 2017. This increase
is due to profit after tax and the increased USD exchange rate,
which led to a positive development of the foreign currency
translation reserve. The equity ratio decreased slightly to
40.9 % compared to 42.9 % in the previous year, due to
new financing of MEUR 157.3 (against repayments due of
MEUR 69.5) and the related balance sheet extension.

Net debt as of 31 December 2018 was MEUR 62.5, up
MEUR 11.8 from the net debt as at 31 December 2017
(MEUR 50.7). The gearing ratio (net debt in percent of
shareholders' equity) as at 31 December 2018 was 17.0 %,
following 156.7 % in the year before.

Cashflow from profit came to MEUR 96.4 in 2018, following
MEUR minus 23.1 in 2017. The key components of this figure
were profit after tax of MEUR 41.4 (2017: MEUR minus 54.4)
and depreciation, amortization, and impairment of MEUR 49.3
(2017: MEUR 49.1).

Net working capital (excluding option liabilities) increased from
MEUR 144.4 as of 31 December 2017 to MEUR 222.8 as
of 31 December 2018. This increase is due to expenditures
for material purchases and higher inventories of semi-finished
products as a result of the significant increase in order intake in
the "Advanced Manufacturing & Services" segment as well as
the sales increase in both segments.

Therefore, cashflow from operating activiies came to
MEUR 33.4, following MEUR 44.6 in 2017.

Net cash outflows from investment activities totalled
MEUR 33.7 (2017 MEUR 28.0) of which MEUR 35.9
(2017: MEUR 32.1) were spent for additions to fixed assets
and intangible assets. Thereof, MEUR 26.5 were used for the



“‘Oilfield Equipment” segment, mainly for increasing the rental
fleet of driling motors and downhole circulation tools and
the capacity expansion at subsidiary Downhole Technology;
MEUR 9.4 for the “Advanced Manufacturing & Services®
segment.

Report on the main features of the internal control
system and risk management system in relation to the
financial reporting process

The Executive Board has overall responsibility for the risk
management of the SBO Group, whereas direct responsibility
lies with the managing directors of the operational entities.

Consequently, the system of intermal continuous reporting
to corporate headquarters plays a particularly important
role in identifying risks at an early stage and implementing
countermeasures. Operational entities provide the necessary
information by timely monthly reporting to the Executive Board.

The Group has defined uniform standards for the global
subsidiaries regarding implementation and documentation
of the complete internal control system and, in particular, the
financial reporting process. The underlying objective is to avoid
risks leading to incomplete or erroneous financial reporting.

Furthermore, intermal reports prepared by subsidiaries are
checked for plausibility at corporate headquarters and
compared with budgets in order to take appropriate action
whenever deviations occur. For this purpose, subsidiaries are
required to prepare annual budgets and mid-term planning to
e approved by the Executive Board.

In addition, liquidity planning of the subsidiaries is continuously
monitored and aligned with the requirements defined by the
holding company.

Group controling monitors  subsidiaries’ compliance  with
accounting regulations.  Moreover, the annual financial
statements of all operational subsidiaries and holding
companies are audited by international auditors.

At the Executive Board's regular meetings with local managing
directors, current business development and foreseeable risks
and opportunities are discussed.

In addition to the Interational Financial Reporting Standards,
internal Group guidelines are in place for the preparation
of the consolidated financial statements to ensure uniform
presentation by the companies reporting (accounting and
disclosure issues). A certified consolidation program equipped
with the necessary auditng and consolidation routines is
used for automated preparation of the consolidated financial
statements.

Events after the balance sheet date

Reference is made to Note 40 in the consolidated financial
statements.

Information according to Section 243a Austrian
Commercial Code

Reference is made to Note 21 in the consolidated financial
statements.



OUTLOOK

The International Monetary Fund (IMF) forecasts further global
economic growth of a recently weaker 3.5 % for 2019, while
the growth rate for 2020 is expected to go up only slightly by
3.6 % (after 3.7 % in 2018 and 3.8 % in 2017). The economies
of the industrial nations are expected to grow by 2.0 % in 2019
(following 2.3 % in 2018 and 2.4 % 2017). The IMF expects
economic growth in emerging and developing countries to rise
to 4.5 % in 2019, following 4.6 % in 2018 and 4.7 % in 2017.7

According to the Intemational Energy Agency (IEA), ol
demand should go up further in 2019, namely by 1.4 mb/d to
100.6 mb/d. In the OECD countries, average demand for oil of
48.2 mb/d should increase by 0.4 mb/d from the level of 2018.
For the non-OECD countries, average demand is expected
to rise by 1.1 mb/d to a total of 52.5 mb/d. Production of
non-OPEC countries should grow by 1.8 mb/d to 64.4 mb/a.
The OPEC states (including their partner states) have agreed
on a reduced production celling by 1.2 mb/d, starting with
the year 2019. In addition, Canadian province Alberta has
announced a 0.3 mb/d cut in production.®

" IMF World Economic Outlook, January 2019.
& International Energy Agency (IEA), Oil Market Report, February 2019.
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In the past years, the oil and gas industry has invested
disproportionately in oil and gas projects that have a short
structural life cycle and a high depletion rate. Interationally,
exploration activiies have largely been converted to
maintenance activities, so that a large number of the fields
producing today are ageing fields. The stock of discovered
resources was falling sharply in recent years and saw slight
revival only in 2018.°

In view of the expected rise in demand for crude oil and
gas, along with an increasingly apparent depletion rate, the
oilfield service industry is preparing for another ramp-up in
activity. The production losses of existing fields resulting from
the depletion rate are calculated to come to 22 mb/d by the
year 2025.7° In addition, existing bottlenecks in transport
capacities, equipment and personnel in some regions of
the United States should be eliminated in the course of
2019. Overall, renowned banks and analysts project global
expenditure for exploration and production (E&P spending) to
grow by 8 % globally in 2019, and by 10 % in North America
and 7 % internationally. ™

SBO takes a positive look into the future: While the North
American business should at least show stability based on
the activity figures at the beginning of the year, intermational
business is expected to continue its growth trend. The
fundamental requirement is, of course, that the year 2019
will not be overshadowed by negative geopolitical incidents
and additional trade restricting measures launched by the
US government, among others.

SBO is positioned strongly and is continuously working on
optimizing and implementing its sustainable growth strategy.
This also includes the initiated closure of production sites in
Mexico and England. The production capacities of these
sites will be maintained and relocated to Vietnam, Austria
and the United States. By implementing these measures,
SBO takes another step towards efficiency and productivity
enhancements within the Group. As a technology and market
leader, SBO is well positioned to meet future challenges. The
company's strategic orientation and its ongoing research and
development activities warrant SBO's position as frontrunner in
the future.

¢ Rystad Energy, 2018 conventional discovered resources on track towards a 30 % increase, July 2018.

10 International Energy Agency (IEA), World Energy Outlook 2018.

" Evercore IS, The 2019 Evercore ISI Global E&P Spending Outlook: A Slow Recovery, December 2018.
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NON-FINANCIAL STATEMENT:
SUSTAINABLE MANAGEMENT

MATERIALITY ANALYSIS

Our Annual Report has been prepared in accordance with
the provisions of the Austrian Sustainability and Diversity
Improvement Act (NaDiveG). In the Report, we describe
our concepts and results regarding environmental, social
and employee-related matters, respect of human rights and
combating corruption and bribery.

Material aspects are those that reflect the company’s significant
economic, environmental and social impacts, or substantively
influence the assessments and decisions of stakeholders.
What is material is heavily influenced by our strategy, but
also defined by our stakeholders. This is why we, as a first
step of our materiality analysis, have identified the relevant
stakeholders.

OUR STAKEHOLDERS

SBO defines as stakeholders those individuals and
organizations that interact with us, influence our business
development and are exposed to the effects of our activity.
Our analysis and identification of stakeholders is based on
characteristic features and particularities of SBO's business
operations comprising, among others, the value chain of the
oilfield service industry and our special position as leading
provider in our niches, our international production sites
and branch offices, and employees working there. When
implementing current topics, we strive to act also in the
best interest of future generations. This approach warrants,
on the one hand, that we actually practise the principles of
corporate social responsibility (CSR) and, on the other hand,
that we can respond to industry cycles with utmost attention.

Dealing with all stakeholders prudently is a decisive factor
for the success of SBO and thus of strategic significance. It
is a great concern for us to understand our stakeholders and
their motivations and to develop these relations sustainably.
As an internationally operating production company and
employer, SBO plays a role in economic, ecological and
social matters. The preferences of our stakeholders may
diverge in these areas. Breaking down our stakeholder
structure based on their needs and motivations has led to
the following result;



STAKEHOLDERS OF
THE VALUE CHAIN

LOCAL
COMMUNITY
SHAREHOLDERS /
THE CAPITAL
MARKET
STAKEHOLDERS OF THE
EXTERNAL COMMUNITY

Stakeholders sharing similar interests were broken down into
two groups: Firstly, those stakeholders that are part of the value
chain, including suppliers, employees and customers. They
are particularly interested in operational performance criteria,
such as safe work processes, high-quality products and value-
adding business relations.

The second group is highly interested in our successful
business performance and our activities from an ecological
and social perspective: The owners and the capital market, the
local community and the media.

Close contacts with all stakeholder groups and a relationship
based on partnership are very important to us. Our am is not
only to pursue the company's interests with vigour, but also to
shape the multi-faceted range of interests in an effective and
sustainable way.

SBO's relationship work with our stakeholders helps us to
identify risks in good time and, if necessary, to counter them
proactively so as to safeguard our reputation and our business
success.

KEY TOPICS OF SUSTAINABILITY

At SBO, the main topics of sustainability were identified in
accordance with the business model, and the following
additional measures were implemented within the framework
of the Sustainability and Diversity Improvement Act, including
interviews of managing directors and employees, analysis of
meetings with customers, evaluation of internal quality and
supplier management guidelines, assessment of training and
continuing education programs and talks with capital market
participants.



We actively manage the following topics for a comprehensive and relevant sustainability approach at a strategic level:

ENVIRONMENT SOCIAL MATTERS RESPECT FOR
S N — AND EMPLOYEES HUMAN RIGHTS,
* Growth and profitability e Quality assurance / ANTI-CORRUPTION
research & development Health and AND BRIBERY

(R&D) safety at work
* Energy consumption and Human resources * Compliance including
CO, emissions development (basic and prevention of corruption
* Water consumption further training) * Corporate governance
» Waste management Community engagement « Diversity
* Renewable energies Promotion of science

The above topics have been weighted based on two criteria: ecological and social aspects on SBO. The result was a
Firstly, their influence on our stakeholders and their decisions two-dimensional matrix serving as a basis of our sustainability
with regard to SBO. Secondly, the effects of economic, strategy.

High —

@ Growth and profitability
@ Quality assurance / research & development (R&D)
@ Corporate governance Human resources development (basic and further training)
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Community engagement
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@ Waste management
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EFFECTS ON ECONOMIC, ENVIRONMENTAL & SOCIAL IMPACTS BY SBO High —



This results in nine key fields of action for SBO:

Growth and profitability

Quality assurance / research &
development (R&D)

Human resources development
(basic and further training)

Health and safety at work
e Compliance including prevention of corruption
a Corporate governance
G Energy consumption and CO, emissions
eWater consumption

QWaste management

We provide more details about these key fields of action and
our activities in the following chapters, broken down into the
topics “sustainable growth®, “environmental concept”, “social

and employee concept” and “concept for the respect of human
rights and combating corruption and bribery*. In the process,
we take different perspectives on those topics with varying
priorities, while taking account of our business strategy. Based
on the communication policy of SBO, we give no forecasts on
key performance indicators and specific targets.

MANAGEMENT APPROACH

The sustainable growth of the SBO Group is managed centrally.
By contrast, our management approach with regard to
“‘environment”, “social and employees” and “respect for human
rights, anti-corruption and bribery” is largely decentralized. This
reflects the dynamic nature of our company and the market
environment, which demands a rapid and clear-cut response
from operational management. At the same time, it must take
into account the far-sightedness required and defined by

Group management.

In 2018, our Executive Board issued a new Code of Conduct,
which is available to al SBO employees and business
partners via the compliance organisation and on the Intermet.
In this Code, the Executive Board of SBO acknowledges its
responsibility for employees, customers and other stakeholders
and, as a company listed on the Vienna Stock Exchange, also
for shareholders and the investment community. SBO's Code
of Conduct requires continuous improvement and expansion
of competencies and know-how in appropriate areas. These
processes are regularly reviewed by the Executive Board
and the Group Internal Audit department assigned to it. Our
operational management is obliged to regularly review and
identify efficiency and growth potentials and to immediately
eliminate any risks that may arise. Deliberately, no strict KPI
requirements have been applied in this respect.



Supreme quality is key to exploiting opportunities in an
international environment. This is why the sustainability strategy
of SBO is based on the "Quality First" principle. The main focus
of our Executive Board is on establishing uniform standards
throughout the Group, starting with consistent measurement
parameters and units, which are installed in all companies so
as to identify potentials for improvement more easily. One focus
is on the use of resources and their optimal disposal. To avoid
waste, for instance, such materials are sold as secondary
products wherever possible.

Regarding employees, we create pro-actively programs to
retain our team in the long term. Of course, we always keep
in mind what is possible economically and what is necessary
from a long-term perspective.

RESULTS AND RISKS

In the risk report, which is part of the consolidated
financial statements, risks for the company are presented
comprehensively. At this point, we deal with risks in connection
with sustainable corporate management. For 2018, we have

carried out audits focusing on specific areas and no risks
relevant to the report have been detected. Nonetheless, we
aim to structurally improve the energy balance through site-
specific measures, such as introduction of new heating
systems or more energy-efficient consumers. One example in
this respect is the switch from district heating to a heat pump
system at the Temnitz site in year 2018.

All risks have arisen from our own business activities and not
from our business relationships, products or services.

Risks that are regularly identified and documented for strategic
improvement:

e Market environment: The oil and gas industry is traditionally
subject to cyclical phases, with upswings followed by
sometimes longer downtumns. This has a direct effect on
corporate growth and on SBO's environmental, social and
employee-related concems. Management is committed to
mitigating these risks and minimizing their impact through
specific strategic measures which are explained in more
detail below.

e Demand-oriented human resources planning in a cyclical
business environment: Our cyclical industry environment
requires a high degree of flexibility allowing us to react



immediately to heavily fluctuating market movements. During
upswings, our challenge is to rapidly expand our capacities
and increase our headcount. In downturns, however, with
declining numbers of incoming orders and low capacity
utilization at our production facilities, we are forced to
reduce personnel costs as well. At SBO, various measures,
such as short-time labor and work hours accounts, were
introduced to delay and reduce the number of otherwise
required dismissals in the past years. The risk of tight
labor supply in the oil and gas or ailfield service industry is
considered low at SBO.

Safety at work: Misconduct in work processes entails risks
for the safety of employees at their workplaces. Introduction
and implementation of site-specific HSE programs is
mandatory within the SBO Group, including workplace-
specific job instructions and signage, as well as goal-
oriented training measures to ensure that accident risks
remain low at SBO.

Quality assurance: Product defects such as material breakage
could bring about adverse effects for our customers and for
the environment. Such incidents, for example, could damage
or contaminate the soil. Quality management in our supply
chain and production is a key factor for the environment, and
for our and our customers' business success.

e Fulflment of stringent compliance and anti-corruption

provisions, specifically in countries vulnerable to corruption:
Strict internal rules and regulations define binding, ethical
conduct across the SBO Group. Non-compliance with
those rules by employees might cause considerable
economic damage and harm the company's reputation.
We support our globally operating employees by providing
training courses to ensure that they can act ethically in their
everyday lives and fully comply with our policies.

e Trade secrets and data protection: Our business model

as a leading technology company conducting innovative
research and development activities demands protection
of our trade secrets. This protection includes confidential
treatment of research and development data, our know-
how, data such as confidential business figures, customer
data, data of our employees, or planning and budgets. SBO
maintains a data protection regime that is based on the
regulations established by the European Union (EU General
Data Protection Regulation / EU GDPR).

In summary, the introduction of energy performance indicators
has raised the awareness of the issue of sustainability
throughout the Group.



SUSTAINABLE GROWTH

SBO is designed for sustainable growth and has a clear strategy
in place to achieve this goal. We consistently pursue the three
core elements of organic growth, research and development,
and strategic acquisitions in our cyclical environment. This
ensures that we will continue to evolve our business in the
long term. Our industry is exposed to strong cycles. We must
therefore manage our activities responsibly and with great
foresight. In this way, we maintain our sound market position
and actively seize all opportunities that the market environment
offers us for further growth.

ORGANIC GROWTH

We are continuously developing our business areas and our
regional network and are driving forward the market penetration
of our products worldwide. In 11 countries, we operate branch
offices to serve our customers locally with a focus on further
strengthening their capacities: In 2018, we decided to expand
our site in Vietnam, where we record particularly high demand
for our products. In North America, a subsidiary of SBO started
operations as planned at a new site with significantly higher
production capacities, allowing us to actively participate in the
upswing. Furthermore, due to the market revival, the number of
employees at our sites worldwide went up.

To meet the rising demand, we have expanded our machine
fleet. Our innovation in 3D metal printing technology, Direct
Metal Laser Sintering (DMLS), is meeting with growing interest.
We have taken the opportunity to expand our DMLS capacities
accordingly.

RESEARCH AND DEVELOPMENT

We aim to be a frontrunner of innovation. New inventions
and state-of-the-art technologies ensure that SBO and our
customers are always one step ahead. We conduct consistent
and continuous research and development (R&D) activities.
Our goal is to offer our customers and the market cutting-edge
solutions so we can rapidly open up new areas and grow.

As a technology leader, we invest heavily in R&D so as to
continuously extend our lead in line with customer needs.
According to our “Quality First* guiding principle, our innovative
team not only develops new solutions, but also more efficient
and environmentally safer products. Our emphasis is on
precision drilling, with our products reducing the need for
frequent round trips, resulting in overall cost reduction for the
customer.

As global market leader, we are pursuing our innovations
vigorously. In 2018, we successfully invested in the following
developments:

e |n one of our core competencies, the development and
processing of non-magnetic steel, we were able to close a
gap in non-magnetic steel alloys that we believed existed.
In keeping with our track record, we have filed a patent
application for the material P690 together with our strategic
main supplier. The new material has properties that are in
demand especially in aggressive environmental conditions
such as those prevailing in Saudi Arabian oll fields.

e Rising efficiency enhancements and requirements on
modern driling projects grow the stress exerted on the
driling equipment used. One of our main focuses is on
improving corrosion protection of drillstring components.



Our specially developed Hammer Peening technology
gives us a market-leading edge in the outer diameter
treatment of long drillstring components, also known as
‘OD treatment”. This is another innovative building block
in our machine capabilities that is of crucial importance for
enhancing the lifetime of a drillstring component.

Using Direct Metal Laser Sintering (DMLS) technology,
developed further for the purposes of the industry, SBO
can produce customized, highly complex metal parts in a
short time by applying high-precision 3D metal printing. This
additive manufacturing technology is rolled out in several
sites of our Group and adapted to local requirements.
In 2018, we opened a new ‘DMLS Center" in Austria to
establish this technology also outside the United States,
keeping SBO in first place when it comes to pioneering the
manufacture of customized, highly complex structures.

In modem wells with pressures of up to 7,500 psi and
laterals of up to 25,000 feet, operators demand powerful
motors to increase the efficiency of their drilling activities.
The use of motors under high pressure involves the
technical risk that the drillstring could stall or the drive line
be damaged. Our Downhole Governor, an innovation from
SBO, uses pressure control to let the drillstring continue
its forward drive even when a high differential pressure is
reached.

In Well Completion, we have brought to market maturity
innovative products in both leading technologies, “sliding
sleeve” and “plug-n-perf”;

e The Smart Dart combines all the advantages of
existing “sliding sleeve” well completion systems,
while at the same time eliminating the disadvantages
of “plug-n-perf” completions, such as higher initial
cost and limitations on the number of zones. The
Smart Dart can selectively open individual sleeves or
entire sleeve clusters and lands precisely in the zone
where the perforation job is to be done.

e Qur All-Composite Frac Plugs, which are regarded as
the next generation of frac plugs, help conduct “plug-
n-perf” completions even faster and more gently. No
drill out of metal parts used in conventional frac plugs
is required.

ACQUISITIONS

Targeted acquisitions are the third pillar of our growth strategy.
Wherever promising opportunities arise, we acquire innovative
companies in our niches. From the past, numerous successful
subsidiaries are united under the roof of SBO. We are
constantly screening the market for companies that could be
highly effective additions to our competencies in a business
field. In general, we see ourselves as niche provider in the high-
tech sector. Acquisitions must fit to our needs: We are looking
for profitable companies offering meaningful new technologies
and solutions to our business.



ENVIRONMENTAL CONCEPT

In our environmental strategy, we identify and analyze potential
weaknesses very precisely on the basis of the findings of
recent years. In order to eliminate these weaknesses step
by step, we are consistently working on improvements. The
objective is to reduce waste, energy and water consumption.
SBO attaches great importance to sell waste as secondary
products and to reintroduce them to further use.

Our environmental measures are adapted to site-specific
conditions. At our Temitz site, for example, we decoupled
district heating and switched to energy-efficient heat pumps,
with a recovery function for heat from production.

In the previous year, we defined and evaluated key indicators
for the expansion and improvement of environmental
management. These included data in the areas of energy
consumption and CO, emissions, water consumption and
waste management. These data serve SBO as another
steering instrument for sustainability management and help
us to document progress.

EFFICIENT QUALITY PRODUCTS

SBO develops and produces top quality products characterized
by high reliability and utmost efficiency, enabling our customers
to serve and secure the increasing demand for oil and gas in a
variety of ways while conserving resources.

High quality standards in production and for our products are
the fundamental basis of our strategy. Our customers expect
durable products that can withstand the harsh conditions of
their activities. As a quality and technology leader, we are
therefore constantly working on their reliability and performance
as well as on our production processes. Our “Quality First"
guiding principle is the highest premise for us worldwide and
an elementary component of our corporate culture.

Each of our products is specified on the basis of clear features
and characteristics and is then checked continuously. Each
production step is recorded in a quality ticket and confirmed by
the employees in charge. This safeguards the highest quality,
which is a decisive competitive advantage and ultimately
warrants customers' security and trust in our Company.

SBO is the world's technological market leader for directional
driling products. State-of-the-art  “Measurement  While
Driling* (MWD) and “Logging While Driling" (LWD) technology is
applied to develop reservoirs located at depths of 15 km with
utmost precision. This technology increases the recovery factor
from only one mother well via a number of horizontal wells. MWD
and LWD components are manufactured in a high-precision
process in which material-adapted and precise machining,
accuracy and quality assurance are crucial factors. Even the
smallest deviations or hairline cracks can cause considerable
damage, even material breakage, and thus total failure of the
drillstring. Flawless quality products are an essential part of
time-, cost- and resource-saving production processes.

Our drilling motors are extremely reliable and powerful. Their
low failure frequency minimizes the risk of a drillstring getting



stuck and equipment being lost in hole. In combination
with other SBO high-performance components, they are
designed to generate high penetration rates, particularly in
harsh environments or environments impaired by circulation
losses. The main benefits for operators are higher drilling
speeds, a more time-efficient driling process and faster
drilling out of insulation eqguipment in well completion
application areas. After driling has been completed, the
drillstring components are removed from the wellbore and
are processed for reuse or disposed of properly once their
life cycle has reached its end.

Our underground circulation tools are used to clean or seal
boreholes during drilling, as required, reducing the risk of
drilling fluid pressure fluctuations. Experience has shown that in
rare cases overpressure and thus the uncontrolled leakage of
drilling fluid at the entry of the well (referred to as blow-out) can
cause severe accidents. Our reliable, easy-to-use tools offer
our customers time, safety and cost advantages.

In addition, we are a leading manufacturer of composite frac
plugs that require significantly less water than conventional
products on the market. In “plug-n-perf” well completion
operations, where occasionally more than 100 frac plugs
are used in a single well, such frac plugs can cut water
consumption by 30 % to 50 % in comparison to conventional
plugs. Since driling regions are often supplied with water
by road transport, reduced traffic is another advantage. The
resource-conserving use of water relieves both transport
routes and the environment.

In addition, we have further developed and marketed our
closable sleeve system. The possibility of opening and
again closing sleeves individually gives the operator the
considerable benefit of preventing the proppants used from
flowing back into the wellbore before they have “healed” on the
rock. Another advantage is the fact that zones that produce
unwanted reservoir water can be sealed off and zones can be
re-stimulated, should this be required at a later point due to the
natural decline of the production rate (depletion).

QUALITY MANAGEMENT

Within the framework of our quality management, we are
involved in the entire product life cycle. This starts with our
service and repair shops, located in all major centres of the
oilfield service industry, where all complaints are processed
immediately on site. Complaints are documented and analyzed
and the findings obtained implemented in our processes. We
attach greatest importance to delivering on the requirements
of our "Quiality First* culture in all areas of the company and
in all production steps. Our machines comply with the latest
standards and are regularly measured against them.

Essential quality standards have been established at our
production sites. Regular quality checks guarantee correct
implementation. Many of our worldwide sites work according
to the leading industry standards APl Spec Q1, 7-1 and / or



ISO 9001 and are audited at regular intervals. At our Termitz site,
we have also been certified to EN ISO 14001 (environmental
management).

We have partially automated or digitized work steps in the
areas of quality management and product and process control
in production. As an example, we use modern software
solutions for specific areas in order to automate processes
that require intensive planning and are prone to errors. This
saves time, reduces costs and leads to a significant increase
in overall efficiency. Personnel resources can also be allocated
more efficiently.

Our suppliers must meet the defined quality standards of SBO
if they want to cooperate with us. We evaluate our suppliers
at regular intervals with regard to the materials supplied and
their certifications. In the case of critical suppliers, we carry out
an on-site supplier assessment, a first article inspection or an
origin analysis of the product in question. If a supplier does not
meet our high requirements, we may terminate the business
relationship.

ENERGY CONSUMPTION AND CO, EMISSIONS

The production of our products requires a high energy input.
This energy, mainly electricity, is largely sourced from public
power grids. We strive to reduce energy consumption through
continuous  efficiency improvement, 1o use resources with
maximum efficiency and to optimize our production processes
in terms of energy consumption.

At our largest production site in Ternitz, we operate a PV plant
with a total output of 720 kWp (kilowatt peak), so part of our
electricity requirements in production can be covered by
environmentally friendly, renewable energy and contribute to
the reduction of carbon emissions.

Total energy consumption in production in 2018 came
to 14,632.8 gigajoules (GJ), up 20.3 % from total energy
consumption in the previous year (2017: 12,078.9 GJ). The
calculated emission of carbon dioxides was 14,869.2 tonnes
(2017: 11,917.7 tonnes). This rise was caused by growing
business volumes as reflected in the increase in sales of
29.6 %.

ENERGY CONSUMPTION AND CO, EMISSIONS OF THE SBO GROUP

UNIT 2018 2017
Energy consumption GJ 14,532.8 12.078,9
CO, emissions* Tonnes 14,869.2 11.917,7

* CO, emissions based on the calculation of the Umweltoundesamt (Federal Environmental Office) as at October 2017
(for more information see: http:/Amww5.umweltoundesamt.at/emas/co2mon/co2mon.html)



WATER CONSUMPTION

Water is an essential coolant in the processing of stainless
steel and cleaning agent for the drilling tools used in hole.
Economical, efficient and careful use of this resource is
of great importance to SBO at all our locations. At some
production sites, for instance, machines are cooled with
circulating water instead of process water.

In 2018, water consumption worldwide amounted to

WATER WITHDRAWAL OF THE SBO GROUP

69,074.6 cbm (2017: 58,303.0 cbm). Increasing water
consumption is attributable to higher business volumes, as
reflected in the aforementioned sales increase. Some sites
use water from the ground and from public water mains at the
same time, with focus on ground water, however, with shift in
total relation with increasing business volumes. Furthermore,
move into ground water also refers to new sites opened for
certain Group companies.

UNIT 2018 2017

Water withdrawal® cbm 69,074.6 58,303.0
thereof ground water cbm 38,5659.7 24,871.5
thereof from public water mains cbm 30,514.9 33,431.5

* Water withdrawal at all operating sites excluding circulation water, if reliably measurable

WASTE MANAGEMENT

When developing and selecting materials, including, in
particular stainless steels, SBO pays attention to the reduction
of pollutant-containing raw materials. As a result, production
rejects are largely free from pollutants and their disposal is
environmentally safe.

We always order materials close to the limit specifications such
as shape and size and therefore require less material, avoiding
unnecessary production waste and reducing the ecological
footprint as transport volumes are kept low.



At SBO, the materials used in manufacturing are processed
as efficiently as possible, creating a sound input-output ratio.
In order to keep production output low, a large proportion
of the steel chips are sold as valuable raw material for steel
production and thus remain in the value chain, instead of being
disposed as waste. Waste that does not serve any further use
is disposed of at all locations in accordance with the latest
environmental standards. Depending on the location, lubricants
such as production oils are collected while production is
running, filtered and returned to the production cycle as part
of the ail separation process. Continuously increasing the

WASTE MANAGEMENT OF THE SBO GROUP

recycling rate is part of SBO's environmental management.

In 2018, the Group generated waste totalling 4,091.5 tonnes
(2017 3,377.6 tonnes), including hazardous waste amounting
to 712.2 tonnes, representing a share of only 17.4 %.
Hazardous waste includes metal waste from production —
classified as hazardous under the Basel Convention — and
contaminated cleaning water from the cleaning of drilling tools
used in hole. This rise was due to growing business volumes
and resulted from increased demand for products by SBO.

UNIT 2018 2017+

Total waste* 4,091.5 3,377.6
thereof non-hazardous waste Tonnes 3,379.3 2,992.8
thereof hazardous waste™ Tonnes 712.2 384.9
Internationally shipped waste classified as hazardous (acc. to Basel Convention) Tonnes 0.0 0.0

* Total waste including production waste and packaging material, if reliably measurable, without steel chips sold as raw material for steelmaking
** Hazardous waste including waste water contaminated by hazardous waste. Definition of hazardous waste according to Basel Convention

*** Corrected based on the definition of waste of the 2018 financial year



SOCIAL AND EMPLOYEE CONCEPT

Our employees secure the sustainable success of our
Company by providing their knowledge and expertise. We rely
on our experienced and well-trained employees, whom we
support throughout their career at SBO.

Qur industry is characterized by cycles of upturns and
downtuns. In our human resources planning, we take
care to cushion these ups and downs in the best possible
way. While we actively take measures during downturns to
keep their know-how within the company, we are gradually
expanding our team during the current upswing. An attractive
working environment and appealing bonus models bring new
specialists on board and tie our experts to the company for a
long time. At our location in Temitz, we have implemented a
specific apprenticeship training program to ensure that young
people become the skilled workers of tomorrow. With this
focus on our team of experts we deliver quality in production
on a continuous basis.

HUMAN RESOURCES DEVELOPMENT

Highly qualified team

In the recruiting process, we make sure to find the best suited
person for the position and offer performance-related pays. In
2018, we took on a total of 512 new employees. As a result
of natural fluctuation, the effective increase in the number of
employees as of the reporting date 31 December was 214
(from 1,432 in 2017 to 1,646 in 2018).

Gender and cultural background play no role when it comes to
filing positions at our Company. Of the newly hired employees,
79 were women and 433 men, corresponding to a 15,4 %
share of women. Generally, technical professions traditionally
attract more men than women, a fact that is even more
pronounced in our industry. According to a study, the average
proportion of women in the entire US oil and gas industry is
17.1 %.'2 At SBO, the proportion of women at the end
of the 2018 financial year was 11.7 %, with 21.6 % white-
collar and 6.9 % blue-collar workers  (including
apprentices). Both areas saw an improvement compared to
the year before.

Our highly qualified employees identify strongly — with
the company and our solutions. They are an essential
element of ensuring the quality of our products and services.
Our human resources planning therefore deliberately pursues
a long-term approach to tie specialists to our company.

12 1HS for API, Minority and Female Employment in the Oil & Natural Gas and Petrochemical Industries 2015-2035, Minority and Female Employment in the Oil & Gas and Petrochemical

Industries: 2015, March 2016.



TOTAL NUMBER OF EMPLOYEES BY TYPE OF EMPLOYMENT, GENDER AND REGION* 2018
NORTH AMERICA

EMPLOYEES AUSTRIA (INCLUDING MEXICO) ~ UNITED KINGDOM REST OF WORLD TOTAL

Total 369 861 153 263 1,646

STATUS

White-collar 67 341 48 82 538

Blue-collar 281 516 99 181 1,077

Apprentices 21 4 6 0 31

GENDER

Men 332 765 132 224 1,453

Women 37 96 21 39 193

* Total number each as at 31 December; countries defined according to company affiliation

TOTAL NUMBER OF EMPLOYEES BY TYPE OF EMPLOYMENT, GENDER AND REGION* 2017
NORTH AMERICA

EMPLOYEES AUSTRIA (INCLUDING MEXICO)  UNITED KINGDOM REST OF WORLD TOTAL

Total 309 764 137 222 1,432

STATUS

White-collar 63 328 44 73 508

Blue-collar 228 429 84 149 890

Apprentices 18 7 9 0 34

GENDER

Men 277 684 123 190 1,274

Women 32 80 14 32 158

* Total number each as at 31 December; countries defined according to company affiliation



Education and further training

We offer our team a wide range of opportunities for education
and further training, starting with a specialty program for
apprentices who are trained at our company site in Teritz for
the tasks they have to fulfil at SBO. This is how we secure
availability of highly competent skilled workers for the future.
SBO has repeatedly received awards for this commitment
to training.

In addition to the specific training of apprentices, we also offer
further training to our technical experts. In addition, compulsory
training courses are held on a regular basis. Both young and
experienced employees can actively contribute their ideas

to the further development of our offering, and we give them
appropriate opportunities to do so.

In 2018, the additions in headcount and growth in business
activites led to an increase in the total hours for education and
further training. The training focus was on operational topics.
At 42 %, the main emphasis was on technical training and
qualification. In addition, we provided in-depth training in areas
such as health and safety (40 %), compliance (11 %) and applied
IT (7 %), at internal and external events. Overall, an average of
10.7 hours of internal and external training (with the exception of
onboarding activities) were completed per employee.

EDUCATION AND FURTHER TRAINING BY EMPLOYEE CATEGORY AND TRAINING FOCUS*

2018
INFORMATION TRAINING AND
TOTALHOURS ~ HEALTH & SAFETY ~ TECHNOLOGY COMPLIANCE QUALIFICATION MANAGEMENT ~ ADMINISTRATION ~ PRODUCTION
17,673 40 % 7% 11 % 42 % 8% 26 % 66 %
2017
INFORMATION TRAINING AND
TOTALHOURS ~ HEALTH & SAFETY ~ TECHNOLOGY COMPLIANCE QUALIFICATION MANAGEMENT ~ ADMINISTRATION ~ PRODUCTION
12,437 32 % 17 % 13 % 38 % 13 % 25 % 62 %

* Education and further training including internal and external training programs except for onboarding activities



HEALTH AND SAFETY AT WORK

Our committed team is the basis for the high quality
standards and, ultimately, the success of SBO. We strive
to ensure a healthy work-life balance even in times of high
capacity utilization. We are committed to the standards of the
Occupational Health and Safety Assessment Series (OHSAS).
We have introduced a number of measures to keep our
employees healthy and efficient, including site-specific health
training and first aid courses for emergency medical care. At
some locations we offer access to fitness centres, and at
some sites gyms are available.

Safety at the workplace is a top priority at SBO. We have
established strict internal safety guidelines and their compliance
is regularly monitored. They consist of clearly regulated
work processes and responsibilities, movement profiles
and stringent instructions regarding the use of equipment
and machinery. Employees are continuously updated on the
applicable safety guidelines and local legal provisions with
regard to occupational safety.

The am is to avoid accidents and eliminate sources of
accidents as far as possible. Depending on local conditions,
we have appropriate checklists and emergency plans in
place. Where necessary and possible, we regularly optimize
our processes to ensure even greater safety. We encourage
our employees to play an active role and take action against
potentially unsafe working practices.

Thanks to the consistent implementation of these measures,
the number of work-related accidents throughout the Group is
low. The lost time injury rate (LTIR) in 2018 was 11.0 accidents
per one million working hours (2017: 8.0 accidents per one
milion working hours). The severity of accidents (SA) was
17.9 lost workdays per incident (2017 5.6 lost workdays per
incident). In 2018 there was one work-related fatality resulting
from a traffic accident outside company premises.

We make every effort to keep the number of incidents low.
All'incidents are documented and reviewed for improvement
potentials.

SAFETY AT WORK
UNIT 2018 2017
Accidents with lost workdays*  Number of accidents with lost workdays 33 20
Work-related fatalities Number 1 0
Lost time injury rate (LTIR) Number of accidents with lost workdays per 1 million working hours 11.0 8.0
Fatal accident rate (FAR) Number of fatalities per 1 million working hours 0.3 0.0
Severity of accident (SA)* Number of lost workdays (calendar days without accident date) 17.9 56

related to the number of accidents with lost workdays

* Incidents included starting from lost time of 8 working hours
** Fatalities are calculated with a lost time of 30 days



INTERNAL RELATIONS

We appreciate our motivated team and build on mutual
respect, trust and professionalism as our core values. The
sound basis of communication between our employees and
management is decisive for long-term cooperation. We actively
strive to achieve this and ensure that data are handled carefully.
We maintain a strict data protection model based on European
legislation.

As a globally operating company with numerous subsidiaries,
we offer the additional option of reporting any local problems
directly and anonymously to Group Management. An online
platform for this purpose has been active since 2017,

We have installed employee representations at all locations
where our employees wish to be represented. \We respect the
fundamental right to freedom of association in our worldwide
branch offices and, where established, maintain good
relations with the works council and the trade unions. In some
countries, in which SBO has operating sites, there are no or

FREEDOM OF ASSOCIATION AND EMPLOYEE RIGHTS*

only partially defined fundamental labor rights. This might give
the impression that only a small percentage of our employees
are protected by such regulations. However, SBO applies
principles under labor constitution law also at those sites and
practices a homogeneous Group-wide standard.

The values regarding the freedom of association and employee
rights have largely remained unchanged, due to the increase in
the number of employees worldwide. The headcount in Europe
went up by 76 persons, in North America (including Mexico) by
97 persons, and in the rest of the world by 41 persons.

In Europe and North America (including Mexico), unlike
some other regions, freedom of association is governed by
constitutional law. However, the majority of employees who are
permanently represented are concentrated in Austria, where
the headcount grew to a lesser degree than in North America.
This explains the percentage reduction from 25.1 % to 24.5 %
of the total workforce.

2018 2017
Share of employees entitled to freedom of association and collective bargaining 95.7 % 95.5 %
Share of employees represented by local trade unions or works councils 24.5 % 25.1%

* Share of employees each as at 31 December



WORKING TIME MODELS

Our company offers flexible working time models across the
globe, depending on individual functions. It goes without
saying that we comply with local restrictions and regulations
governing working hours. In key areas, our employees may
choose between full-time and part-time arrangements. In some
functions, employees are offered the option to work from their
home office at least to some extent.

In production, our local teams work in shift operation. This is
the area where we make special efforts to find solutions and
models allowing us to respond flexibly and promptly to the
market situation and, at the same time, take into account the
needs of our employees, which helps us respond actively

to the cyclicity of our industry. In Austria, for instance, we
developed a model many years ago to allow our employees to
collect hours in good times and reduce them when the market
situation is weak. This arrangement makes it possible for us to
keep our qualified core team on board even in economically
challenging times and to keep the company on its course for
growth.

In 2018, 1.5 % of our employees were working part-time. This
volume decreased in comparison to the 2017 financial year
(2017 3.2 %). In 2017, we made use of the government-
subsidized short-time work model in Austria, which was ended
in January 2018 and replaced by renewed hiring of employees.

TOTAL NUMBER OF EMPLOYEES BY TYPE OF EMPLOYMENT AND REGION* 2018
NORTH AMERICA

EMPLOYEES AUSTRIA (INCLUDING MEXICO)  UNITED KINGDOM REST OF WORLD TOTAL

Total 369 861 153 263 1,646

TYPE OF CONTRACT

Full-time 356 857 145 263 1,621

Part-time 13 4 8 0 25

* Total number each as at 31 December; countries defined according to company affiliation



TOTAL NUMBER OF EMPLOYEES BY TYPE OF EMPLOYMENT AND REGION* 2017
NORTH AMERICA

EMPLOYEES AUSTRIA (INCLUDING MEXICO) ~ UNITED KINGDOM ~ REST OF WORLD TOTAL

Total 309 764 137 222 1,432

TYPE OF CONTRACT

Full-time** 277 757 131 221 1,386

Part-time 32 7 6 1 46

* Total number each as at 31 December; countries defined according to company affiliation
** Full-time includes employees on short-time work in Austria

REMUNERATION

We invest in our employees not only financially. We encourage
and challenge them on an ongoing basis, focusing on a
corporate culture that ensures a productive, innovative working
environment., Nevertheless, performance-related remuneration
is an important component in attracting and retaining the best
specialists for our Company. We attach great importance to
sound remuneration, even outside the scope of any collective
bargaining agreements, and offer bonuses to our employees to
let them participate in our business development. It goes without
saying that we consistently comply with regional minimum
compensation requirements at all our locations worldwide.

MINIMUM WAGES AND SALARIES*

Depending on each company's success, our employees
receive a performance-related variable bonus in addition to
their regular pays. At managerial level, the managing directors
of our subsidiaries are entited to acquire shares in their
respective companies, benefiting directly from their successiul
performance and acting as entrepreneurs with great personal
commitment. The purpose of such measures is to strengthen
our management's identification with the company, raise
motivation and create attractive conditions for our global team.

The share of employees protected by provisions govemning
minimum wages or salaries has gone up slightly year-on-year
from 85.4 % 10 89.5 %.

2018 2017

Share of employees protected by minimum wages or salaries governed by law or collective agreements

89.5 % 85.4 %

* Share of employees as at 31 December



CONCEPT FOR THE RESPECT FOR
HUMAN RIGHTS, ANTI-CORRUPTION
AND BRIBERY

HUMAN RIGHTS

SBO conducts its business operations with the highest
respect for the catalogue of internationally recognized human
rights, such as the International Charter of Human Rights.
We stand by the principles of equal opportunity and equal
treatment in working life. This applies regardless of skin colour,
gender, origin, nationality, ethnic or political affiliation, religion,
age, sexual orientation, language or physical or psychological
disabilities.

Managers and employees are obliged to take appropriate
measures to detect, prevent and mitigate potential and actual
violations of human rights. Our Code of Conduct confirms that
we are committed to ethical, exemplary and honest conduct
and that we consistently enforce such conduct worldwide,
regardless of local conditions. There were no cases of human
rights violations within the SBO Group during the reporting
period.

CORRUPTION AND BRIBERY

SBO prohibits  without exception any form of fraudulent
conduct, and imposes harsh sanctions on such behaviour.
Group Management is committed to combating corruption and
bribery and to complying with the relevant laws and regulations.
Any behavior that contradicts the principles of business



ethics and careful entrepreneurial action is sanctioned. These
requirements are defined in very strict Group-wide guidelines
and are subject to zero tolerance for both employees and
business partners.

Compliance with these strict requirements in day-to-day
business is continuously monitored. During the reporting
period, no significant risks relating to corruption and bribery
were identified at SBO. We take these requirements very
seriously and proactively raise our employees’ and business
partners’ awareness of the seriousness of those issues.
Employee training and professional contacts support our
employees in complying with these requirements while carrying
out their tasks.

Internally, we maintain fair and open communication and a
conscious culture of error to make sure that any undesirable
developments or problems can be identified at an early stage.
We encourage our employees to speak openly about any

misconduct, incidents and situations that may not comply
with the Code of Conduct and also provide anonymous
communication channels such as an online platform
established for this purpose. By using that, our employees can
contribute to fair and correct conduct without sanctions and
without fear of personal damage.

Customers, suppliers, employees and the capital market
expect lawful and ethical conduct. This is essential for
our reputation and a crucial factor of successful business
development. SBO's compliance management ensures
that the understanding of correct corporate govemance is
implemented uniformly throughout the Group and that potential
misconduct is identified and avoided at an early stage.

In the 2018 financial year, as in the previous financial year, no
significant fines for violation of legal regulations were imposed.



"' SBO has been
commilled To The

A‘MS—/?/ﬁﬁ Carpom@

qovern&mce Coa/e Since

2005



CORPORATE
OVERNANCE
REPORT

2018

SCHOELLER-BLECKMANN  OILFIELD EQUIPMENT  Aktien-
gesellschaft (SBO) has committed itself to comply with the
Austrian Corporate Govermance Code since 2005 and has
consistently implemented its rules. The Austrian Corporate
Governance Code is a set of rules meeting international
standards for responsible management and governance of
companies. By observing the Austrian Governance Code, SBO
makes a contrbution to strengthen trust in austrian companies
and the austrian capital market.

The Austrian Corporate Governance Code, as amended in
January 2018 and as applicable to this report, is accessible
on the website of the Austrian Working Group for Corporate
Governance www.corporate-governance.at.

SBO complies with the Austrian Corporate Governance Code.
The rules of the Code are subdivided into three categories:

First: L-Rules (Legal Requirements): They describe mandatory
legal requirements that must be complied with by law.

Second: C-Rules (Comply or Explain): This category contains
customary international provisions; non-compliance must be
explained.

rues are
requires neither

Third:  R-Rules  (Recommendation):  These
recommendations only; non-compliance
disclosure nor explanation.

SBO complies fully with  mandatory
(L-Rules).

legal requirements

Regarding the 2018 financial year, SBO had to prepare both a
consolidated and a non-consolidated Corporate Governance
Report. Pursuant to Article 267b in conjunction with
Article 251 (3) UGB (Austrian Commercial Code), these reports
may be combined in one report. Therefore, this report contains
the data required pursuant to Article 243c UGB as regards
both the parent company (SBO) and the subsidiaries of SBO
included in consolidation. The diversity concept according
to Article 243c (2) (2a) UGB is described in the subchapter
“Diversity concept”.



Explain

SBO largely complies with the C-Rules. Deviations are
explained as follows (according to the guidelines under Annex
2b to the Austrian Corporate Governance Code):

C-Rule 27

The Rule stipulates, inter alia, that management board contracts
shall contain provisions to the effect that companies may
reclaim variable remuneration components if it becomes clear
that the management board member concerned has received
them on the basis of wrongful data. Such provisions do not
apply to the employment contracts of SBO's management
board members, as it is in the interest of good governance
to pay variable remuneration components only on the basis of
data referring to the past and only after the underlying relevant
data have been identified and reviewed thoroughly. Forward-
looking statements are not considered in any way.

C-Rule 28

The remuneration of 6,000 SBO shares agreed with Gerald
Grohmann, CEO, is subject to disposal and encumbrance
restrictions effective for a period of two years (instead of at
least three years), because the Supervisory Board is of the
opinion that this retention period of two years is appropriate
and expedient for the purpose of good corporate governance.

C-Rule 39

The Rule provides, inter alia, that a committee of the Supervisory
Board shall be authorized to take decisions in urgent cases. As
the Supervisory Board of SBO has only a limited number of
members and took decisions promptly in urgent cases in the
past, SBO has not set up such a committee. As it is always
the entire Supervisory Board that deals with such matters, this
ensures that the expertise of all members of the Supervisory
Board is taken into account in its decisions in urgent cases as
well.

C-Rule 41

In line with the Austrian Corporate Govermnance Code, the
function of the Nomination Committee is exercized by the
joint Nomination and Remuneration Committee, instead of
a Nomination Committee established separately from the
Remuneration Committee. As the Executive Board consists
of only two members and the Nomination and Remuneration
Committee is responsible for all other issues related to the
Executive Board, this appears to be appropriate for efficiency
purposes.



THE EXECUTIVE BOARD

The rules of procedure for the Executive Board govern the
composition and working method of the Executive Board,
cooperation of the Executive Board and the Supervisory
Board, procedures and the approach to conflicts of interest,
information and reporting duties of the Executive Board and
decisions requiring approval of the Supervisory Board applying

also to key business transactions of major subsidiaries. In
general, the Executive Board holds at least weekly meetings
for mutual information and decision-making.

In the 2018 financial year the Executive Board was composed
of the following members:

YEAR OF BIRTH DATE OF FIRST APPOINTMENT END OF CURRENT TERM OF OFFICE
Gerald Grohmann
Chief Executive Officer 1953 3 October 2007 31 December 2021
Klaus Mader 1970 1 October 2015 30 September 2023

Chief Financial Officer

In the 2018 financial year, the members of the Executive Board did not hold any Group-external supervisory board mandates or

comparable functions in Austria or abroad.

Allocation of responsibilities

Allocation of responsibilities and cooperation of the members
of the Executive Board are governed by the rules of procedure
of the Executive Board.

The Executive Board has not set up any committees. The areas
of responsibility allocated to the members of the Executive
Board have been laid down by the Supervisory Board as
follows, notwithstanding the collective responsibility of the
Executive Board:

Gerald Grohmann

Strategy, marketing, technology and public relations

Klaus Mader

Finance and accounting, human resources and legal matters

As representatives of the SBO parent company, the members
of the Executive Board perform a supervisory function at the
subsidiaries included in consolidation (see consolidated

financial statements), similar to that of a supervisory board in
Austrian stock corporations, but no executive or management
function.



Total compensation for the members of the Executive
Board and outline of the Executive Board remuneration
system

The remuneration system for the Executive Board takes into
account both the situation in the market and a performance-
related component. Remuneration consists of fixed and
variable components. Variable components are always paid
in the following year, as achievement of objectives can be
determined only at the end of the year. Variable components
are performance-related and depend on the degree to which
the objectives defined for the financial year have been achieved.

Pursuant to the employment contracts of the Executive Board
members, the variable remuneration component is limited to
65 % of the total remuneration.

Variable components are subject to individual provisions. They
are composed of the following elements: Development of long-
term corporate growth, profit, cashflow, equity and fixed capital.
Fulflment of these performance criteria shall be determined
based on the annual financial statements or depends on
the results achieved. In addition, non-financial criteria for
determining the variable components are in place. They are
defined subject to specific medium- and long-term corporate
goals, such as in the area of research and development or
corporate development.

No stock option program is in place for the members of the

Executive Board of SBO or the managing directors of its
subsidiaries; in particular no stock option program or program
for the preferential transfer of stocks within the meaning of
C-Rule 28 is in place. Starting with the 2014 financial year, an
agreement on share-based remuneration was concluded with
Gerald Grohmann, CEO, which provides for a limited transfer
of 6,000 SBO shares each year. Said shares are subject to
disposal and encumbrance restrictions for Mr. Grohmann, valid
for a period of two years from the respective transfer date, but
at the latest until termination of the employment agreement.

The rules for severance payments follow the legal
requirements. Upon leaving the company, the Chief Executive
Officer will additionally receive a voluntary severance benefit
of 30,000 shares. No future burdens related to pension fund
contributions or any other entitlements of the members of the
Executive Board arise to the Company after termination of their
employment contracts.

Al members of the Executive Board are covered by a D & O
insurance (Directors & Officers insurance) taken out by, and at
the expense of, SBO.

In the 2018 financial year, the following remuneration was paid
to the members of the Executive Board:

FIXED REMUNERATION VARIABLE REMUNERATION TOTAL

IN TEUR IN TEUR IN TEUR
Gerald Grohmann 641 180 821
Klaus Mader 467 100 567

The above table does not include the aforementioned share-based remuneration for Gerald Gronmann.



Fundamentals of the remuneration policy within the
SBO Group

Remuneration of the managing directors of the subsidiaries
of SBO included in consolidation takes into account both the
situation in the market and a performance-related component.
Remuneration consists of fixed and variable components.
Variable components are performance-related and depend on
the degree to which the objectives defined for the financial year
have been achieved.

Variable components are subject to individual provisions.
They are composed of the following elements: Development
of long-term corporate growth, profit, cashflow, equity and
fixed capital. Fulflment of these performance-related criteria
shall be determined based on the annual financial statements
or depends on the results achieved. In addition, non-financial
criteria for determining the variable components are in place.

They are defined subject to specific medium- and long-
term corporate goals, such as in the area of research and
development or corporate development,

Furthermore, the managing directors of the subsidiaries of the
SBO Group included in consolidation may acquire shares and
participation rights in the respective subsidiary up to a certain limit.

THE SUPERVISORY BOARD

In the 2018 financial year, the Supervisory Board was
composed of six members:

YEAR OF BIRTH DATE OF FIRST APPOINTMENT END OF CURRENT TERM OF OFFICE

Norbert Zimmermann 1947 10 April 1995 2022

Chairman

Brigitte Ederer ‘

Deputy Chairman* 1956 23 April 2014 2019

Helmut Langanger 1950 29 April 2003 2019

Karl Schleinzer 1946 24 May 1995 2020

Wolfram Littich 1959 27 April 2016 2021

Sonja Zimmermann 1972 24 April 2018 2023

* Supenvisory Board member Peter Pichler resigned as a member of the Company's Supervisory Board at the end of the 2018 Annual General Meeting. Supervisory Board member
Brigitte Ederer was elected Deputy Chairman of the Supervisory Board at the constituent meeting of the Supervisory Board on 24 April 2018.

According to the Articles of Association of SBO, each year
at least one member of the Supervisory Board withdraws
from the Supervisory Board at the end of the Annual General

Meeting, safeguarding effective control by the shareholders. The
withdrawing member can be re-elected immediately.



Other seats in supervisory boards or comparable functions in Austrian or foreign listed companies are disclosed as follows:

COMPANY FUNCTION
Norbert Zimmermann -
Brigitte Ederer -
Helmut Langanger ENQUEST plc Member of the Board of Directors as Non-Executive Director

Karl Schleinzer

Wolfram Littich

Sonja Zimmermann

Bank fur Tirol und Vorarlberg Aktiengesellschaft

Member of the Board of Directors as Non-Executive Director

No member of the Supervisory Board exercises a management
or supervisory function in the subsidiaries of the SBO Group
included in consolidation.

Working method of the Supervisory Board

In exercising its functions, in particular monitoring and strategic
support of the Executive Board, the Supervisory Board
discusses the situation and targets of the Company and
adopts resolutions.

The rules of procedure for the Supervisory Board govern in
detail the composition, working method and tasks of the
Supervisory Board, the approach to conflicts of interest, and all
committees (Audit Committee, Nomination and Remuneration
Committee) and their responsibilities.

The Supervisory Board held five meetings in the period under
review. Moreover, the Executive Board submitted several oral
and written reports to the Supervisory Board to inform about
the development of business and the situation of the Company
and the Group companies. The main focus of discussions was
on the strategic orientation and development of the Group and
oNn major business transactions and measures taken.

All members of the Supervisory Board personally attended
more than half of the meetings of the Supervisory Board in the
period under review.

Committees

The Supervisory Board appoints the members of the Audit
Committee and the Nomination and Remuneration Committee
from among its members.

No separate Strategy Committee has been set up to take
decisions in urgent cases. Pertinent matters are dealt with by
the Supervisory Board collectively.

The committees are elected for the terms of office of their
members. Each committee elects a chairman and deputy
chairman from among its members, insofar as the Chairman of
the Supervisory Board is not a member himself.

Audit Committee

The Audit Committee is responsible, in particular, for auditing and
preparing the approval of the annual and consolidated financial
statements by the entire Supervisory Board and for submitting



a proposal for appointing the auditor. This includes auditing the
non-financial statement pursuant to Section 267a UGB (Austrian
Commercial Code) and the corporate governance report and
dealing with the proposal on the distribution of profits.

Members: Norbert Zimmermann (Chairman)
Wolfram Littich
Sonja Zimmermann (from 24 April 2018)*

* Until 24 April 2018: Peter Pichler, resigned member of the Supervisory Board

The Audit Committee held two meetings in the year under
review, at which topics relating in particular to the (consolidated)
annual financial statements, the interal control system and risk
management were discussed.

The effectiveness of the risk management system was
assessed by an independent audit firm. The auditor's report on
the assessment of the effectiveness of risk management was
discussed by the Audit Committee.

Nomination and Remuneration Committee

The Nomination and Remuneration Committee deals with
matters relating to the remuneration of the members of the
Executive Board and the terms and conditions of employment
contracts concluded with members of the Executive Board.
Furthermore, it submits to the Supervisory Board proposals
to fill vacant positions in the Executive Board and deals with
issues of succession planning.

Members: Norbert Zimmermann (Chairman)
Karl Schleinzer

Sonja Zimmermann (from 24 April 2018)*

* Until 24 April 2018: Peter Pichler, resigned member of the Supervisory Board

In the year under review, the Nomination and Remuneration
Committee held one meeting.

Independence

Regarding independence criteria in accordance with C-Rule 53,
the Supenvisory Board follows the guidelines contained in Annex 1
of the Austrian Corporate Govemance Code. According to
the guidelines, a member of the Supervisory Board shall be
deemed as independent if the member does not remain on
the Supervisory Board for more than 15 years. Supervisory
Board members who are shareholders of the Company or who
represent the interests of such a shareholder are excluded. The
following Supervisory Board members are deemed independent:

Norbert Zimmermann
Brigitte Ederer
Wolfram Littich
Sonja Zimmermann

Therefore, the Supervisory Board is an independent body. The
scope of services provided for the Company by Supervisory
Board member Dr. Schleinzer as legal counsel during the
2018 financial year is not deemed significant pursuant to Annex 1
of the Austrian Corporate Governance Code (for details see
Notes to the consolidated financial statements).

Brigitte Ederer and Wolfram Littich represent the interests
of minority shareholders in the Supervisory Board within
the meaning of C-Rule 54 in conjunction with the criteria of
independence defined by the Supervisory Board.

In the past year, no agreements requiring approval were in
effect with members of the Supervisory Board or companies in
which a member of the Supervisory Board held a considerable
economic interest.

Remuneration of the Supervisory Board members

At the 2018 Annual General Meeting, a remuneration
policy was approved with a fixed annual remuneration of
TEUR 20 (Chairman TEUR 30), an attendance fee of TEUR 1
per member and attended meeting, and a variable remuneration
of 0.25 %o of the profit after tax according to the consolidated
financial statements.



For the 2017 financial year, the following remuneration was resolved and paid:

IN TEUR FIXED REMUNERATION VARIABLE REMUNERATION TOTAL
Norpert Zimmermann 35 0 35
Chairman
Peter Pichler
Deputy Chairman 25 0 25
(until 24 April 2018)

Brigitte Ederer

Deputy Chairman 24 0 24
(from 24 April 2018)

Helmut Langanger 25 0 25
Karl Schleinzer 25 0 25
Wolfram Littich 25 0 25

No loans or advances were paid to the members of the
Supervisory Board. All members of the Supervisory Board are
covered by a D & O insurance (Directors & Officers insurance)
taken out by, and at the expense of, SBO.

Measures to promote women

In the 2018 financial year, the share of men and women on the
Executive Board and Supervisory Board was as follows:

EXECUTIVE BOARD AND SUPERVISORY BOARD* 2018 2017
GENDER GENDER
WOMEN MEN WOMEN MEN
absolute % absolute % absolute % absolute %
Supervisory Board 2 33 % 4 67 % 1 17 % 5 83 %
Executive Board 0 0% 2 100 % 0 0% 2 100 %

* Total number each as at 31 December

Since 2018, the Act on the Equal Status of Women and
Men in the Supervisory Board (GFMA-G) has stipulated a
mandatory gender quota of at least 30 % for new Supervisory
Board members, rounded to full numbers of persons. With
the appointment of Sonja Zimmermann as a member of

Supervisory Board of the Company, this quota was achieved
in accordance with the law, since two of the seats on the
Supervisory Board are now occupied by women. At the same
time, another step was taken towards implementing the goals
described in the diversity concept.



DIVERSITY CONCEPT

The cyclical industry environment of the ailfield service
industry is a constant challenge to the management and
supervisory bodies of SBO and of the subsidiaries included in
consolidation. Massive periodic fluctuations of demand for the
products of the Company require vast managerial expertise and
understanding of the forces prevailing in this sector. Additionally,
the interational positioning of the Company calls for a cautious
approach to the cultural situation in the various markets.

Preserving and extending core skills and expertise are the two
major criteria when filling management and supervisory board
positions. All individuals in the Supervisory Board are renowned
experts in their respective fields, sharing their expertise in the
meetings of the Supervisory Board. It spans from pertinent
experience in industry, cross-sectoral supervisory and/or
managerial experience to qualifications in specific subject
matters, such as legal advice. Additionally, shareholders

request a minimum of interpersonal homogeneity and loyalty
ensuring a systematic pursuit of SBO's sustainable growth
strategy. This request reaches far beyond prescribing explicit
gender quotas. Nevertheless, SBO shares the view that when
different generations, genders and cultures meet this is a
source of further corporate development. For many vyears, it
has been daily practice at SBO to make judgments on equal
terms and beyond hierarchical structures. This is why new
appointments for positions are guided both by professional
qualifications and human diversity.

In the 2018 financial year, the diversity concept was applied to
the entire SBO Group as follows: When hiring new employees,
attention was paid to maintain a diversified and high-performing
team. The share of newly hired persons aged 30 and below
stood at 37 %, while the share of persons between 30 and
50 years of age was 54 %.

NEW HIRES BY GENDER AND AGE* 2018
AGE
<30 30-50 > 50 Total
absolute % absolute % absolute % absolute %
Men 168 36 % 232 54 % 43 10 % 433 85 %
Women 29 37 % 46 58 % 4 5% 79 15 %
Total 187 37 % 278 54 % 47 9 % 512
* New hires including permanent hires with the exception of hires on probation and for limited period of time (e.g., intems), and personnel taken on from other SBO companies
NEW HIRES BY GENDER AND AGE* 2017
AGE
<30 30-50 > 50 Total
absolute % absolute % absolute % absolute %
Men 157 40 % 200 51 % 39 10 % 396 88 %
Women 26 46 % 28 50 % 2 4% 56 12%
Total 183 40 % 228 50 % 41 9 % 452

* New hires including permanent hires with the exception of hires on probation and for limited period of time (e.g., intems), and personnel taken on from other SBO companies

** Corrected based on the definition of hires of the 2018 financial year



This distribution could not be achieved for the gender quota
(women / men), as the share of women workers is traditionally
rather low in technical professions. Moreover, it seems that the
oiffield service industry in general is less attractive to women.

The Group-wide share of women in new hires in 2018 was
only 15 %, and the share in the overall workforce at the end of
the year came to 12 %.

TOTAL NUMBER OF EMPLOYEES BY GENDER AND AGE* 2018
AGE
<30 30-50 > 50 Gesamt
absolute % absolute % absolute % absolute %
Men 354 24 % 820 56 % 279 19% 1,453 88 %
Women 49 25 % 113 59 % 31 16 % 193 12 %
Total 403 24 % 933 57 % 310 19 % 1,646
* Total number each as at 31 December
TOTAL NUMBER OF EMPLOYEES BY GENDER AND AGE* 2017
AGE
<30 30-50 > 50 Gesamt
absolute % absolute % absolute % absolute %
Men 308 24 % 689 54 % 277 22 % 1,274 89 %
Women 38 24 % 90 57 % 30 19 % 158 11 %
Total 346 24 % 779 54 % 307 22 % 1,432

* Total number each as at 31 December

The low attractiveness of the industry to women is clearly
reflected in terms of the respective activity. VWomen accounted
for 22 % of white-collar workers and only 7 % of blue-collar
workers (including apprentices). Overall, the share of women

workers improved slightly. Compared to the previous year, it
rose from 11 % in 2017 to 12 % in 2018. The increase was
slightly higher for women in white-collar positions.



TOTAL NUMBER OF EMPLOYEES BY GENDER AND TYPE OF EMPLOYMENT* 2018

TYPE OF EMPLOYMENT
WHITE-COLLAR BLUE-COLLAR APPRENTICE Total
absolute % absolute % absolute % absolute %
Men 422 78% 1,002 93% 29 94% 1,453 88%
Women 116 22% 75 7% 2 6% 193 12%
Total 538 1,077 31 1,646
* Total number each as at 31 December
TOTAL NUMBER OF EMPLOYEES BY GENDER AND TYPE OF EMPLOYMENT* 2017
TYPE OF EMPLOYMENT
WHITE-COLLAR BLUE-COLLAR APPRENTICE Total
absolute % absolute % absolute % absolute %
Men 412 81% 832 93% 30 88% 1,274 89%
Women 96 19% 58 7% 4 12% 158 11%
Total 508 890 34 1,432
* Total number each as at 31 December
Regarding the appointment of international executives, positions are held predominantly by nationals of the countries
professional and corporate culture aspects pay a key role. All where the sites are located.

managing directors at SBO's subsidiaries look back on many
years of experience in the industry. As far as possible from Events after the balance sheet date
the circumstances, second tier management and controlling None



//We m&maﬂe our &7677//7/';55

wilh a facofs on respam/b//ﬂf/
and faresyhf”



CONSOLIDATED
FINANCIAL
STATEMENTS

CONSOLIDATED FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEET 53
CONSOLIDATED PROFIT AND LOSS STATEMENT 55
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME 56
CONSOLIDATED CASHFLOW STATEMENT 57
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 58
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 59
AUDITOR'S REPORT 131

REPORT OF THE SUPERVISORY BOARD ON THE 2018 FINANCIAL YEAR 137



... ASSETS Saa
.-+ InTEUR Note 31.12.2018 122017 -
Current assets
Cash and cash equivalents 241,532 165,982
Trade receivables 5 125,127 89,801
Income tax receivable 1,915 1,663
Other receivables and other assets 6 6,385 4,043
Assets held for sale 12 538 594
Inventories 7 145,859 97,086
.. Total current assets 521,356 359,169 - - -
Non-current assets
111 Property, plant and equipment 8 144,703 145172 Lol
o0 Goodwil 9 161,153 156,293 il
Other intangible assets 9 38,042 49,532 L
Long-term receivables and assets 10 9,754 10,938
Deferred tax assets 1 26,344 29,137
Total non-current assets 379,996 391,072
TOTAL ASSETS 901,352 750,241



... LIABILITIES AND EQUITY S
SR in TEUR Note 31.12.2018 31.12.2017 S
Current liabilities
-+ Liabilties to banks 13 31,412 31,880 -
Current portion of long-term loans 17 18,310 69,478
-t Finance lease liabilties 8 33 85 i
Trade payables 21,165 16,611
Government grants 14 334 57
Income tax payable 4,667 2,056
<+ Other liabilties 15, 20 170,937 80,113 ::
Other provisions 16 4,754 5,151
Total current liabilities 251,612 155,381
. ... Non-current liabilities :
Long-term loans 17 254,278 115,338 L
Finance lease liabilities 8 14 44
Government grants 14 623 0
Provisions for employee benefits 18 5,755 5,262
Other liabilities 19, 20 18,824 149,891
Deferred tax liabilities 11 2,042 2,314
Total non-current liabilities 281,536 272,849
i Eauity SRR
Share capital 21 15,949 15,953
Capital reserve 68,303 67,248
Legal reserve 22 785 785
Other reserves 19 19
-+ Curency translation reserve 23,077 11,193 +:c -
- : Retained eamings 260,071 006,813 i
111 Total equity 368,204 322,011 -
.. TOTAL LIABILITIES AND EQUITY 901,352 750,241 - - - -



oo InTEUR Note 2018 2017 -
- Sales 23 420,210 324221 -
- -+ Cost of goods sold 04 274,608 009327 i
1. Gross profit 145,602 94,804 - -
Selling expenses 24 -23,864 -21,713
General and administrative expenses 24 -46,123 -37,902
Other operating expenses 25 -16,818 -17,603
Other operating income 25 15,760 5,945
Etre‘f)g:ef :&?aﬁf:'l;ant;gnaid restructuring measures 74,557 23,621
Restructuring gains 26 0 1,938
Restructuring losses 26 -1,469 0
Impairment on property, plant and equipment 12 -2,381 0
:;tf:tlz:::rrzgfslgzz restructuring measures 70,707 25,559
Interest income 27 2,900 1,798
Interest expenses 27 -11,401 -8,096
Other financial income 41 0
Other financial expenses 28 -7,375 -1,408
Gains/losses from remeasurement of option liabilities 20 1,019 -87,648
- -+ Financial result -14,816 -95354 - ...
- -+ Profit/loss before tax 55,891 -69,795 .. ...
- -+ Income taxes 29 -14,500 15435 - -
... Profit/loss after tax 41,391 -54,360 - ...
1111 Average number of shares outstanding 15,957,836 15,951,940
EARNINGS PER SHARE IN EUR (BASIC = DILUTED) 2.59 -3.41 L



RN in TEUR Note 2018 2017 -
- Profit/loss after tax 41,391 54,360 -
Other comprehensive income to be reclassified to
NI profit or loss in subsequent periods EEEE
.. ... Foreign exchange adjustment - subsidiaries 11,067 45850 v
... Foreign exchange adjustment - other items 1,582 5421 Ll
... Income tax effect 29 765 1355 il
Vo oo 11,884 -49,916 - .. ..
. ... Other comprehensive income not to be reclassified L
. ... toprofit or loss in subsequent periods o
. ... Remeasurement gains (losses) on defined benefit plans 18 -204 149 0l
... Income tax effect 29 57 37 e
S -153 112
'+ °  Other comprehensive income, net of tax 11,731 -49,804 oo
- - TOTAL COMPREHENSIVE INCOME, NET OF TAX 53,122 104,164 - -
PR T Mainly the result from translation differences from net investments in foreign entities such as long-term receivables R



S in TEUR Note 2018 2017
IR Profit/loss after tax 41,391 -54,360
SR, Depreciation, amortization and impairments 49,268 49,121
AR Adjustment for dividends paid relating to put/call-options 7,375 0
Change in provisions for employee benefits 493 -34
Gain (loss) from sale of property, plant and equipment -1,118 -135
Income from release of government grants -1,394 -96
Other non-cash expenses and revenues -2,081 6,901
Change in deferred taxes 2,480 -24,465
Cashflow from profit 96,414 -23,068
Change in trade receivables -31,173 -48,164
Change in other receivables and other assets -2,568 12,248
Change in inventories -45,009 -3,077
Change in trade payables 4,047 6,221
Change in option liabilities -1,019 87,648
Change in other liabilities and provisions 12,685 12,821
Cashflow from operating activities 38 33,377 44,629
Expenditures for property, plant and equipment -35,580 -31,962
Expenditures for other intangible assets -333 -107
Change in payables for capital expenditure -72 1
Expenditures for the acquisition of non-controlling interests -2,752 0
Proceeds from sale of property, plant and equipment 5,031 4,056
Cashflow from investing activities 38 -33,706 -28,012
Free Cashflow -329 16,617
----- Acquisition of treasury shares 21 -586 0
Dividend payment -7,980 0
Repayments of finance leases -41 -37
Dividends paid relating to put/call-options -7,375 0
Change in liabilities to banks -380 -298
Proceeds from long-term loans 17 157,250 0
Repayments of long-term loans 17 -69,478 -27,233
Repayments of other long-term liabilties -1,219 -1,811
Cashflow from financing activities 38 70,191 -29,379
Change in cash and cash equivalents 69,862 -12,762
Cash and cash equivalents at the beginning of the year 165,982 193,453
Effects of exchange rate changes on cash and cash equivalents 5,688 -14,709
Cash and cash equivalents at the end of the year 38 241,532 165,982
Supplementary information on cashflow from operating activities
Interest received 2,029 1,203
Interest paid -3,631 -4,265
Income tax paid -11,421 4




2018
in TEUR SHARE CAPITAL CAPITAL RESERVE LEGAL RESERVE OTHER RESERVES CURRENCY RETAINED EARNINGS TOTAL
TRANSLATION
RESERVE
Note 21 22
1 January 2018 15,953 67,248 785 19 11,193 226,813 322,011
Profit/loss after tax 41,391 41,391
Other comprehensive
income, net of tax 11,884 -153 11,731
Total comprehensive
income, net of tax 0 0 0 0 11,884 41,238 53,122
Dividends' -7,980 7,980
Acquisition of treasury shares -10 -576 -586
Share-based payment 6 1,631 1,637
31 December 2018 15,949 68,303 785 19 23,077 260,071 368,204
' The dividend payment in the year 2018 of TEUR 7,980 was distributed to a share capital eligible for dividends of TEUR 15,959.
Accordingly, the dividend per share amounted to EUR 0.50.
2017
in TEUR SHARE CAPITAL CAPITAL RESERVE LEGAL RESERVE OTHER RESERVES CURRENCY RETAINED EARNINGS TOTAL
TRANSLATION
RESERVE
Note 21 22
1 January 2017 15,947 66,812 785 19 61,109 281,061 425,733
Profit/loss after tax -54,360 -54,360
Other comprehensive
income, net of tax -49,916 112 -49,804
Total comprehensive
income, net of tax 0 0 0 0 -49,916 -54,248 -104,164
Share-based payment 6 436 442
31 December 2017 15,953 67,248 785 19 11,193 226,813 322,011



NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

NOTE 1

GENERAL INFORMATION ON THE COMPANY

SCHOELLER-BLECKMANN  OILFIELD EQUIPMENT  Aktiengesellschaft (the Company, SBO) with its registered office at
HauptstralBe 2, 2630 Temitz, was founded on 26 May 1994 in Ternitz, Austria and is registered in the Commercial Register at the
Wiener Neustadt Commercial Court under no. 102999w.

The purpose of the Company is the industrial production of components and parts for the oil and gas industry, primarily for drilling
and completion applications and the provision of services in these areas.

The Company’s shares have been listed on the Vienna Stock Exchange since 27 March 2003.

NOTE 2

ACCOUNTING PRINCIPLES

The consolidated financial statements as at 31 December 2018 were prepared in accordance with the principles of the Interational
Financial Reporting Standards (IFRSs) as well as the interpretations of the Intemational Financial Reporting Interpretations
Committee (IFRIC), as adopted by the EU. The additional requirements of Section 245a (1) of the Austrian Commercial Code
(Unternehmensgesetzbuch, 'UGB') were also adhered to.

These consolidated financial statements of SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft and its
subsidiaries for the 2018 financial year (reporting date: 31 December 2018) were released for publication by the Executive Board
on 4 March 2019.

The consolidated financial statements are prepared in EUROS. Unless otherwise indicated, all values are rounded to thousands
of euros (TEUR). The use of automated calculation aids may result in rounding differences in the totals of rounded amounts and
percentage figures.



NOTE 3

SCOPE OF CONSOLIDATION

In addition to SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschatt as the ultimate parent, 37 (previous year: 36)

subsidiaries are included in the consolidated financial statements as at 31 December 2018.

INTEREST HELD DIRECTLY INTEREST HELD DIRECTLY

COMPANY OR INDIRECTLY IN % OR INDIRECTLY IN %

Location 31.12.2018 31.12.2017
SCHOELLER-BLECKMANN Qilfield Technology GmbH Ternitz, AT 100.00 100.00
Schoeller-Bleckmann America Inc. Wilmington, US 100.00 100.00
Knust-Godwin LLC Houston, US 100.00 100.00
Schoeller-Bleckmann Energy Services L.L.C. () Lafayette, US 97.00 97.00
Schoeller-Bleckmann Sales Co. L.L.C. Houston, US 100.00 100.00
Downhole Technology LLC (**) 67.73 67.73
BICO Drilling Tools Inc. (*) 90.65 90.65
BICO DRILLING TOOLS FZE (%) 90.65 0.00
BICO Faster Drilling Tools Inc. (*) 80.68 80.68
Schoeller-Bleckmann Canada Ltd. 100.00 100.00
Resource Completion Systems Holdings Inc. (**) 100.00 67.00
Resource Well Completion Technologies Inc. (**) 100.00 67.00
Resource Completion Systems Inc. (*) 100.00 67.00
Resource Well Completion Technologies Corp. (**) 100.00 67.00
Schoeller-Bleckmann Qilfield Equipment (UK) Limited 100.00 100.00
Darron Tool and Engineering Limited Rotherham, UK 100.00 100.00
Darron Oil Tools Limited Rotherham, UK 100.00 100.00
Schoeller-Bleckmann Darron Limited (*) Aberdeen, UK 95.00 95.00
Schoeller-Bleckmann Darron (Aberdeen) Limited (¥) Aberdeen, UK 94.00 94.00
Techman Engineering Limited (*) Chesterfield, UK 90.65 90.65
Schoeller-Bleckmann (UK) Limited Chesterfield, UK 100.00 100.00
00O ‘Schoeller-Bleckmann’ Noyabrsk, RU 99.00 99.00
DSI FZE Dubai, UAE 100.00 100.00
Schoeller Bleckmann Saudi LLC Al-Khobar, KSA 100.00 100.00
DSIPBL de Mexico S. A. de C. V. 100.00 100.00
ADRIANA HOLDING COMPANY LIMITED (*) Dubai, UAE 99.00 99.00
Schoeller Bleckmann do Brasil, Ltda. Macaé, BR 100.00 100.00
Schoeller-Bleckmann de Mexico S. A. de C. V. 100.00 100.00
Knust-SBD Pte. Ltd. 3, S 100.00 100.00
Schoeller-Bleckmann Qilfield Equipment Middle East FZE Dubai, UAE 100.00 100.00
Schoeller-Bleckmann Oilfield Equipment Vietnam Co., Ltd. Binh Duong, VN 100.00 100.00
* Refer to Note 19 for details on shares held by the management of these companies.
**) Refer to Note 20 for details on shares relating to existing option agreements.



The interest in each company corresponds to the voting rights. Therefore, control of the subsidiary is derived directly from the
interest held.

The following changes occurred in the scope of consolidation during 2018:
e Establishment of BICO DRILLING TOOLS FZE, based in Dubai, in June 2018.
e DSl Saudi LLC changed its name into Schoeller Bleckmann Saudi LLC in 2018.

The Company has exercised the protective clause in accordance with Section 265 (3) UGB.

NOTE 4

SIGNIFICANT ACCOUNTING PRINCIPLES

The accounting policies applied in the previous year generally remain unchanged, with the exception of the following:

1. Changes in accounting principles

The Group applied the following new or amended standards and interpretations for the first time in the 2018 financial year. However,
these standards and interpretations impacted the consolidated financial statements as at 31 December 2018 only if indicated by
the word ‘yes’ in the table below:

MATERIAL IMPACT ON

SBO GROUP’S
STANDARDS / INTERPRETATIONS EFFECTIVE DATE' FINANCIAL STATEMENTS
IAS 40 Amendments  Transfers of Investment Property 1.1.2018' no
IFRS 2 Amendments  Classification and Measurement of Share-based Payment Transactions 1.1.2018! no
IFRS 4 Insurance Contracts 1.1.2018' not applicable
IFRS 9 Financial Instruments 1.1.2018' see below
IFRS 15 Revenue from Contracts with Customers 1.1.2018' see below
various Annual improvements to IFRS Standards 2014-2016 Cycle 1.1.2018' no
IFRIC 22 Foreign Currency Transactions and Advance Consideration 1.1.2018' no

" To be applied in the EU in reporting periods starting on or after the indicated date.



IFRS 9 Financial Instruments

IFRS 9 introduces a uniform approach for the classification and measurement of financial assets. The standard uses cashflow
characteristics and the business model under which they are managed as a basis. In addition, IFRS 9 provides for a new impairment
model based on expected credit losses. IFRS 9 also includes new rules regarding the application of hedge accounting. IFRS 9
is applicable for financial years beginning on or after 1 January 2018. SBO has applied the new standard prospectively starting
1 January 2018.

¢ (Classification
IFRS 9 contains a new approach with respect to the classification of financial instruments, which is based on the business model
or cashflow characteristics and includes the following three categories of financial assets: at amortized cost, at fair value in other
comprehensive income (FVOCI), and at fair value through profit or loss (FVTPL).

Based on cashflow terms as well as on the business model for financial assets, SBO continues to recognize trade receivables,
other receivables and assets and non-current receivables and assets, which include loans to the management of individual SBO
companies, at amortized cost. The objective of these assets is to collect contractual cashflows; these cashflows are composed
solely of payments of principal and interest on the principal amount outstanding.

The classification for financial liabilities remains unchanged under IFRS 9. With the exception of derivatives from foreign currency
hedges, which are classified as held for trading, and liabilities from options on non-controlling interests, no liabilities are recognised
at fair value through profit or loss (FVTPL). The fair value option was also not exercised. The new classification does not have any
effects on the accounting treatment of financial instruments at SBO.

A reconciliation of the categories was as follows:

CARRYING AMOUNT CARRYING AMOUNT
IAS 39 VALUATION IFRS 9
CATEGORY CATEGORY 31.12.2017 ADJUSTMENT 01.01.2018

IAS 39 IFRS 9 IN TEUR IN TEUR IN TEUR
Assets
Cash and cash equivalents Loans and receivables AC 165,982 0 165,982
Trade receivables Loans and receivables AC 89,801 0] 89,801
Other receivables and other assets Derivatives FVTPL 173 0 173
Long-term receivables and assets Loans and receivables AC 9,540 0 9,640
Liabilities
Liabilities to banks Other financial liabllities AC 31,880 0 31,880
Long-term loans Other financial liabilities AC 184,816 0 184,816
Trade payables Other financial liabilities AC 16,611 0 16,611
Finance lease liabilities Other financial liabilities AC 79 0 79
Other liabilities Other financial liabilities AC 25,960 0] 25,960
Other liabilities Derivatives FVTPL 137,311 0 137,311




e |mpairment of financial assets
IFRS 9 switches from the incurred loss model under IAS 39 to a forward-looking expected credit loss (ECL) model and is
applicable for financial assets which have been reclassified to at amortized cost or at the fair value in other comprehensive
income (FVOCQI). Impairment must be determined either using the 12-month model, which considers the expected losses for the
next 12 months, or the general approach (three-stage approach), which factors in the expected losses during the entire lifetime
of the financial asset.

In accordance with the simplified approach the Company must recognise impairments at each balance sheet date at an amount
equal to the lifetime expected credit losses. For current receivables, the expected losses for the next 12 months correspond
to the expected losses over the remaining life. For that reason, a transfer from Stage 1 to Stage 2 is not relevant. SBO’s
trade receivables are almost without exception short term and consequently do not include any significant interest component.
The simplified approach must therefore be applied. Previously at SBO, loss allowances for trade receivables also had to be
established when there were indications of possible default risks, and in any case, when past due periods were exceeded.
Accordingly, at the end of each reporting period, trade receivables were adjusted through loss allowances at an expected loss
in accordance with the most probable outcome. Loss allowances to be established are intended to reflect default events and
current economic circumstances (forecasts of future economic circumstances are secondary in connection with the short-term
nature of receivables). The application of the simplified model in accordance with the new IFRS 9 as of the reporting date resulted
in an immaterial variance of total expenses and the loss allowance from the historical values. The ECL valuation of cash and
cash equivalents as of balance sheet date revealed a very low risk implied and thus resulted in no changes compared to the
previous year.

Long-term loans to management must be measured using the three-stage approach pursuant to IFRS 9. Therefore, a loss
allowance must be established upon initial recognition based on default events that are expected in the next twelve months. If
the credit risk increases significantly, SBO must recognise a loss allowance based on the lifetime ECL. Management shares, and
hence corresponding loans as well, are granted only to selected employees of SBO companies with a high credit standing. In
addition, the loans are secured by the shares in the companies in question held by the managers. The credit risk for these loans
has also not changed significantly since initial recognition. Payments for principal and interest have been made as scheduled.
An expected loss from these loans as at 1 January 2018 was considered to be insignificant, for which reason there were no
changes in this regard from the initial application of IFRS 9 for the Company.

e Hedge Accounting
IFRS 9 also contains new requirements on hedge accounting. In particular, the new model aims at offering a better connection
between an entity’s risk management strategy, the reasons for the hedging, and the impacts of the hedge on the consolidated
financial statements. SBO holds foreign currency derivatives to hedge against currency risks. However, these hedges were
already not recognised using hedge accounting according to IAS 39; accordingly, remeasurement gains and losses therefore are
recognized through profit or loss. As also under IFRS 9 hedge accounting is not applied, therefore there are no transition effects
in this regard.



IFRS 15 Revenue from Contracts with Customers

Based on the new standard, revenue is recognised to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. Revenue is
recognised when the entity satisfies the performance obligation. IFRS 15 also requires the disclosure of quantitative and qualitative
information to enable users of financial statements to understand the nature, amount, timing, and uncertainty of revenue and
cashflows arising from contracts with customers. SBO has applied the modified retrospective approach and has applied IFRS 15
to contracts that were not yet settled as at 1 January 2018.

A significant change of IFRS 15 is the segregation and recognition of individual performance obligations for multiple-element
arrangements. Currently, multiple-element arrangements do not exist at SBO. Accordingly, no material impacts on the consolidated
financial statements occurred from contracts with customers when the sale of goods is the sole performance obligation, except
for sales with a right of retun. Revenue is recognised on the date on which the power of disposal over the asset transfers
to the customer, that is to say, when the customer obtains control over the goods. This is generally the case upon delivery.
Based on contractual terms only in one exceptional case involving the production of customer-specific products in the “Advanced
Manufacturing & Services” segment, earlier revenue recognition, i.e. before delivery, is required because there is a legal right to
payment for the performance already provided. Due to the short processing times of these orders, this only had an insignificant
effect on the amount of SBO's retained eamings as at 1 January 2018,

With respect to the rendering of repair or maintenance services, revenue is recognised when the repaired or serviced goods are
delivered to the customer, which is also when control passes to the customer. Performance obligations resulting from providing on
site customer support for the usage of SBO tools are satisfied during the time of staff being on site. As a consequence, revenue
is recognized over time. For contracts with customers in which the performance obligation is the rental of drilling tools, revenue
recognition depends on use, i.e. over the period during which the customer benefits from the use of the driling tools. Here, too, no
material changes occurred for the consolidated financial statements.

Referring to variable consideration in the form of volume discounts granted in individual cases, the future discount to be granted was
estimated on each revenue recognition date unchanged to prior periods.

The adoption of IFRS 15 led to a change in the presentation from net to gross carrying amounts regarding sales with a right of
return granted to specific customers and products. This resulted in a reduction of sales by TEUR 428 in 2018 compared to 2017.
However, gross profit was not affected. As in previous years assets relating to sales with a right of return and refund liabilities are
recorded within other current assets and other current liabilities, respectively. Due to their minor amount, contract liabilities are also
included within other current liabilities. Therefore, the first-time application of IFRS 15 did not result in any reclassification effects in
the balance sheet (for other assets see Note 6, for other liabilities see Note 15).



The following new or revised standards and interpretations which have been published but not adopted by the EU, or which are
not yet mandatory, were not applied early in the 2018 financial year. They will be applied in the future reporting period for which
application is mandatory.

MATERIAL IMPACT ON

SBO GROUP’S
STANDARDS / INTERPRETATIONS EFFECTIVE DATE' FINANCIAL STATEMENTS
IAS 1
IAS 8 Definition of Material 1.1.20207 no
Amendments
IAS 19 Employee Benefits: Plan Amendment, Curtailment or Settlement 1.1.2019° no
Amendments ' ' o
IAS 28 Long-term Interests in Associates and Joint Ventures 1.1.2019' no
Amendments 9 o
IFRS 3 ‘ I 5
Amendments Business Combinations 1.1.2020 no
IFRS 9 Financial Instruments: Prepayment Features with Negative Compensation 1.1.2019' no
Amendments ' pay 9 P o
IFRS 16 |eases 1.1.2019' no
various Annual improvements to IFRS Standards 2015-2017 Cycle 1.1.2019? no
IFRIC 23 Uncertainty over Income Tax Treatments 1.1.2019' no
Conceptual
Framework References to the Conceptual Framework in IFRS Standards 1.1.2020? no
Amendments

To be applied in the EU in financial years beginning on or after the indicated date.
“This standard is not yet mandatory in the EU and was not applied early. The date indicated is the effective date as determined by the IASB.



IFRS 16 Leases

The new standard specifies how an IFRS reporter will recognise, measure, present, and disclose leases. The standard provides
a single lessee accounting model, requiring lessees to recognise assets and liabilities for all leases unless the lease term is
12 months or less, or the agreement concems a low-value asset (optional in each case). Lessors will continue to classify leases as
operating or finance, with the IFRS 16 approach to lessor accounting being substantially unchanged from its predecessor IAS 17
(Leases).

The evaluation of the impact on the consolidated financial statements has shown that the application of the new standard will not
result in material impacts on SBO’s consolidated financial statements, because the production and distribution locations are largely
owned by SBO. The recognition of assets and liabilities for the existing operating leases for office, production and storage buildings
as well as for vehicles will lead to an increase in long-term assets and total assets by approximately MEUR  8.0. The recognition
of rental expenses will be replaced by the amortization of right-of-use assets and by interest expenses, which will result in an
improvement of the EBITDA and EBIT performance figures. The amortization of right-of-use assets recognized under IFRS 16 is
estimated at approximately MEUR 2.7 for 2019. Interest expenses will amount to approximately MEUR 0.3 while rental expenses
will be reduced by approximately MEUR 2.8 in 2019. In tum, cashflow from operating activities will improve as leasing payments will
be split into payments of principal and interest in the future with payments of principal being included in the cashflow from financing
activities. The obligations from operating leases are disclosed in Note 8.

Likewise, no significant impact is expected in those instances in which SBO is the lessor (see Note 23). In general, rental income
depends on usage and therefore is variable income.

SBO did not adopt this standard early. For the initial adoption of IFRS 16 as at 1 January 2019, SBO intends to use the modified
retrospective approach by recognising the cumulative effect from the transition as an adjustment to the opening equity balance of
the reporting period, without restating comparative information. The lease liabilities will be recognised using the present value of the
remaining lease payments and the right-of-use assets at an amount equal to the recognised lease liabilities. SBO plans to apply the
recognition exemptions for leases with a term of 12 months or less, and for leases concemning low-value assets. In addition, SBO
will select the option for not including any direct initial costs when measuring the right-of-use asset. These options are not expected
to have material effects on the future amortization of right-of-use assets.



2. Reporting date

The reporting date of all companies included in the consolidated financial statements is 31 December.

3. Accounting of non-controlling interests in the consolidated financial statements

Non-controlling interests in the Group are recognised at the proportionate share of the remeasured identifiable net assets at the
acquisition date. Subseqguently, an appropriate share of net profit/loss after tax and other comprehensive income is allocated to
non-controlling interests. Thus, a loss at the respective subsidiary could lead to a negative balance. Changes in the equity interest
in a subsidiary without loss of control are recognised as equity transactions.

Refer to Note 20 for details on existing option agreements.

4. Foreign currency translation

The consolidated financial statements are prepared in eurcs, the functional and reporting currency of the parent company. Each
company within the Group sets its own functional currency. The items included in the financial statements of each company are
measured using this functional currency.

Foreign currency transactions are translated at the exchange rate in effect at the transaction date. Monetary items denominated in
foreign currencies are translated at the exchange rate as at the reporting date. Currency differences are recognised in profit or loss

in the period in which they occur.

When preparing the consolidated financial statements, the financial statements of foreign subsidiaries which are prepared using
their functional currency are translated into euros using the modified closing rate method:

e Assets and liabilities, both monetary and non-monetary, are translated at the closing rate.
e Allincome and expense items of foreign subsidiaries are translated using an average annual rate.

Currencies developed as follows:



RATE ON REPORTING DATE AVERAGE ANNUAL RATE

TEUR = 31.12.2018 31.12.2017 2018 2017
ush 1.1450 1.1993 1.1815 1.1293
GBP 0.8945 0.8872 0.8848 0.8761
CAD 1.5606 1.5039 1.6302 1.4644
MXN 22.4921 23.6612 22.7160 21.3278
BRL 4.4440 3.9729 4.3087 3.6041
VND 26,737.6 27,130.4 27,330.7 25,845.5

Currency translation differences from the inclusion of financial statements of subsidiaries in the consolidated financial statements are
recorded in the consolidated financial statements within equity under the item currency translation reserve; the change in the current
year is presented under other comprehensive income in the consolidated statement of comprehensive income.

5. Classification of current and non-current assets and liabilities

Assets and liabilities with a residual term of up to one year are classified as current, those with a residual term of more than one year
as non-current, Residual terms are determined as at the reporting date.

Operating assets and liabilities, such as trade receivables and trade payables, are always classified as current even if their maturity
is more than 12 months after the reporting date as this corresponds to the usual business cycle.

6. Financial instruments

Transactions of financial instruments are recognised at the settlement date.

The consolidated balance sheet includes the following financial instruments (classified in accordance with IFRS 9 and IAS 39,
respectively). For a reconciliation of the categories refer to section 1.



Categories according to IFRS 9 (since 1 January 2018)

e AT AMORTIZED COST

Financial assets

All cash balances, demand deposits, and short-term extremely-liquid financial investments that can be converted to known amounts
of cash and cash equivalents on demand, and which are subject to only insignificant fluctuations in value included under the item
cash and cash equivalents, are classified as cash funds. Current investments are non-derivative financial assets not held for trading
that are available-for-sale assets with a term of less than three months.

Non-derivative financial assets with fixed or determinable payments that are not listed on an active market mainly comprise of trade
receivables and as well as other loans issued and receivables (these loans were granted to the managers of subsidiaries for shares
or participation rights, reported within long-term receivables and assets).

Receivables are recognised at the settlement date at cost and subsequently measured at amortized cost using the effective interest
method, less any allowance for impairment. Gains and losses are recognised to consolidated profit or loss due to amortization
under the effective interest method, upon impairment or when a loan or receivable is derecognised.

The Company grants payment terms to its customers at customary business terms, but generally does not require any additional
collateral or payment guarantees to secure the amounts due. Occasional customers and customers located in high risk countries
from whom the Company obtains confirmed letters of credit are excluded from this policy. Trade receivables that are granted
beyond the normal payment terms bear interest at arm’s length rates.

SBO regularly evaluates receivables and establishes allowances for doubtful accounts if necessary. These allowances are sufficient
to cover the expected default risk; actual defaults result in derecognition of the receivable in question. The decision of whether to
account for the default risk by means of allowances or to derecognize the receivable depends on the reliability of the assessment
of the risk situation.

Management evaluates the adequacy of the allowances for doubtful accounts using the maturity structure of receivables balances,
historical defaults on receivables experienced over the last 5 years (receivables for which legal measures were taken but which could
not be collected within 3 years are also considered as default), customer creditworthiness, and changes in payment behaviour.

Financial Liabilities

Financial liabilities comprise in particular trade payables, liabilities to banks, finance lease liabilities and derivative financial liabilities,
with the latter being measured at fair value through profit or loss (FVTPL).



Liabilities are initially recognised at their fair value less transaction costs related to the borrowing and are subsequently measured
at amortized cost using the effective interest method. Gains and losses resulting from the use of the effective interest method are
recognised in consolidated profit or loss.

In addition, financial liabilities include purchase prices for shares in subsidiaries held by management. The managers are contractually
obligated to sell these shares back to the Company when specified events occur and the Company is obligated to repurchase the
shares. The repurchase price is based on the amount of the pro-rata equity on the sale date. Pursuant to IAS 32.23, such contracts
give rise to a financial liability for the present value of the redemption amount. As the value cannot be determined exactly in advance,
the liability is measured using the pro-rata equity at the reporting date, which includes the portion of the income from the current
financial year that in tum is recognised in the consolidated profit and loss statement under interest income or expense. This current
income share is considered representative of the effective interest result.

Additional financial liabilities result from participation rights in subsidiaries granted to management. These participation rights may
only be transferred to third parties with the Company’s approval and the Company has a call option upon the occurrence of
specified events, in which event the redemption amount is based on the subsidiary’s net assets as at the exercise date. The current
share of income is considered to be representative of the effective interest result which changes the liability accordingly.

e AT FAIR VALUE THROUGH PROFIT OR LOSS

Derivative financial instruments and hedging relationships

The Group uses derivative financial instruments such as currency futures to hedge currency risks. These derivative financial instruments
are recognised at fair value at the contract date and are subsequently measured at fair value. Derivative financial instruments are
recognised as assets if their fair values are positive and as liabilities if fair values are negative.

The Company uses hedging measures to hedge foreign currency risks from recognised monetary assets and liabilities. While
these measures do not satisfy the requirements for hedge accounting, they effectively contribute to the hedging of financial risk in
accordance with risk management principles.

Gains and losses from hedges which serve to hedge the exchange risks from intra-Group deliveries in foreign currencies and which
do not satisfy the criteria for hedge accounting in accordance with IFRS 9 (IAS 39 in 2017) are not presented separately in profit or
loss but rather together with currency gains and losses from deliveries in profit from operations (EBIT). The Company reserves the
right to opt also in future to apply the criteria of IAS 39 for hedge accounting.

There are also option liabilities relating to cancellable non-controlling interests (see Note 20).

In connection with a business combination in 2010, a foreign currency hedge of the purchase price was concluded between the
signing and the closing, which was recognised as a fair value hedge of a fixed off-balance sheet obligation as the underlying. The



loss attributable to the secured hedged was recognised as a basis adjustment to the acquired assets and is now recognised in profit
or loss in accordance with the recognition of these assets in profit or loss (in line with depreciation over the estimated useful lives).

A summary for the financial instruments in place in 2017 and 2018 is shown in Note 34.

Categories according to IAS 39 (until 31 December 2017)

e | OANS AND RECENABLES

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not listed on an active market.
These comprise in particular trade receivables and other loans issued and receivables (these loans were granted to the managers of
subsidiaries for shares or participation rights). Receivables are recognised at the settlement date at cost and subsequently measured
at amortized cost using the effective interest method, less any allowance for impairment.

e DERIVATIVES

The Group uses derivative financial instruments such as currency futures to hedge currency risks. These derivative financial
instruments, as well as option liabilities from cancellable non-controlling interests, are recognised at fair value at the contract date and
are subsequently measured at fair value through profit or loss.

e OTHER FINANCIAL LIABILITIES

Financial liabilities comprise in particular trade payables, liabilities to banks, finance lease liabilites, management interests and
participation rights. Liabilities are initially recognised at their fair value less transaction costs related to the borrowing and are
subsequently measured at amortized cost using the effective interest method. Gains and losses resulting from the use of the effective
interest method are recognised in consolidated profit or loss.

7. Inventories

Inventories consist of materials and purchased parts in various stages of completion and are recognised at cost or the lower net
realisable value at the reporting date. Inventory usage is determined using the first-in, first-out, weighted average price or specific
price methods. Costs of finished goods include the costs for raw materials, other directly allocable expenses as well as pro-
rata overheads. Borrowing costs are not capitalised. Inventory risks arising from slow moving goods or reduced realisability are
accounted for through appropriate valuation allowances.



8. Property, plant and equipment and intangible assets

Property, plant and equipment and intangible assets are measured at cost less depreciation and amortization. Depreciation/
amortization is generally recognised using the straight-line method over the expected useful life of the asset. The estimated useful
lives are as follows:

USEFUL LIFE IN YEARS

Intangible assets:

Software 4
Technology 5-10
Customer base 5-10
Non-compete agreements 5-10
Trademarks 10

Property, plant and equipment:

Buildings and improvements 5-50
Technical plant and machinery 3-17
Other equipment, operating and office equipment 2-10

On each reporting date the Company assesses whether there are indications that property, plant and equipment or intangible assets
may be impaired. If such indications exist, or when annual impairment testing for an asset is required, the Company estimates the
asset's recoverable amount. Impairment losses on continuing operations are recognised in profit or loss under impairment of
property, plant and equipment.

An assessment is made at each reporting date whether there are indications that previously recognised impairment losses no
longer exist or may have decreased. A previously recognised impairment loss is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognised. The reversal is
limited to the extent that the asset's carrying amount may not exceed either its recoverable amount or the carrying amount that
would have resulted, net of depreciation, had no impairment loss been recognised for the asset in prior years. A reversal of an
impairment loss is recognised in profit or loss.



Borrowing costs are also expensed as incurred unless they are related to a qualifying asset.

Leased property, plant and equipment assets which give rise to rights approximating ownership due to the arrangement of the
underlying lease agreements (finance leases) are treated as asset purchases and recognised at fair value or the lower present value
of the minimum lease payments. The lease liabilities resulting from the future lease payments are presented in the balance sheet as
finance lease liabilities.

Interest expenses on capitalised leased assets are based on an interest rate of 5.3 %. This rate is determined depending on the
minimum interest rate for new loans at the inception of each lease or in correspondence with the lessor's implicit rate of return.

The determination whether an arrangement is or contains a lease is based on the economic substance of the agreement and

requires judgement as to whether the satisfaction of the contractual arrangement depends on the use of a specific asset or assets
and whether the arrangement conveys a right to use the asset.

9. Goodwill

Goodwill is recognised at cost and subsequently tested for impairment annually as at 31 December. For this purpose, goodwill
is assigned to cash generating units and compared to the business units’ value in use based on the expected cashflows. Once
recognised, an impairment of goodwill is Not reversed in subsequent periods.

10. Current and deferred income taxes

Current tax refund claims and tax liabilities for current and previous periods are measured in the amount to be recovered from or
paid to the tax authorities. The amount is calculated based on the tax rates and tax laws applicable at the reporting date.



The Company uses the balance sheet liability method prescribed by IAS 12 to recognise deferred taxes. Deferred tax assets
and liabilities are measured based on the tax rates that are expected to apply to the period in which the asset will be realised or
the liability settled. If there are losses in the current or previous periods, deferred tax assets are recognised for unused tax loss
carryforwards only to the extent that there are substantial indications based on existing mid-term plans that sufficient taxable profits
will be available against which the unused tax losses can be utilized. For tax loss carryforwards which do not expire, realisability is
based on the next five years.

Current and deferred taxes which relate to items recognised under other comprehensive income or directly within equity are not
recognised in profit or loss, but rather in other comprehensive income or directly in equity.

11. Government grants

Government grants are recognised only when there is reasonable assurance that the entity will comply with any conditions attached
to the grants and that the grants will be received. Grants relating to costs are recognised as income over the period necessary to
match them with the related costs, for which they are intended to compensate, on a systematic basis.

Grants relating to assets are recognised as a deferred income item as soon as all conditions necessary for the receipt of the grant
have been satisfied. The deferred income is reversed over the uselul life of the respective assets and presented in other operating
income in the consolidated profit and loss statement.

12. Provisions

In accordance with IAS 37, provisions are recognised when the Company has current legal or constructive obligations as a result of
past events and for which payment is probable. Provisions are recognised at the amount determined based on management’s best
estimate at the reporting date. Provisions are not established if a reasonable estimate is not possible.



13. Provisions for employee benefits

DEFINED BENEFT PLANS

Defined benefit plans concern solely obligations for severance benefits of Austrian companies. Upon termination of employment
or normal retirement, employers must make a lump sum payment to the employee if they were employed for three years or more
and employment commenced before 1 January 2003. Severance payments range from six to twelve months of salary at the time
of separation depending on the length of service. Payments must be made upon normal retirement or termination by the employer,
but not upon voluntary departure by the employee. The amount of the provision is calculated on each reporting date using actuarial
measurements based on the projected unit credit method with a creditable service period from the beginning of the employment
to the time of planned retirement for each employee, and corresponds to the present value of the employee’s vested benefit claims
at the end of the reporting period. The retirement age used refers to current legal provisions. Expected future salary increases and
employee turnover discounts are considered based on medium-term historical experience.

All remeasurements relating to defined benefit plans (actuarial gains and losses) are recognised under other comprehensive income,
in accordance with IAS 19. Refer to Note 18 for further details on provisions for severance payments.

DEFINED CONTRIBUTION PLANS

In accordance with legal requirements for employments subject to Austrian law which commenced after 1 January 2003, the
Company must pay 1.53 % of current compensation to an employee benefit fund. Defined contribution pension schemes exist at
several Group companies based either on specific legal obligations under national law or based on shop agreements or individual
contractual pension agreements. The Group’s obligation is limited at paying the contributions to each pension fund when due.
There is no legal or constructive obligation to make future payments. All contributions to defined contribution plans are recognised
as an expense at the time when employees have provided the services that obligate the Company to make the contribution.

OTHER LONG-TERM PERSONNEL OBLIGATIONS

In accordance with Austrian collective work agreements, employees are entitled to jubilee payments depending on their length
of service (defined benefit plan). The amounts to be accrued for these provisions are also calculated using the projected unit



credit method. The parameters used for the provision for severance pay are also applied when calculating the provision for jubilee
payments. Remeasurements (actuarial gains or losses) are recognised in profit or loss.

14. Revenue recognition

Performance obligations from the sale of manufactured items and goods is recognised as control is transferred (2017: when
the risks and rewards are transferred), normally upon delivery to the recipient, and therefore are recognized at a point of time.
Performance obligations from service and repair work are recognised when the service has been rendered, which is the
delivery of the goods to the customer. Performance obligations resulting from providing on site customer support for the usage
of SBO tools are satisfied during the time of staff being on site. As a consequence, revenue is recognized over time. Refer to
Note 4 for further details on the impacts of the new IFRS 15 standard on revenue recognition, which has been applied since
01.01.2018.

Individual entities within the SBO Group operate as lessors of oil toals. Rental revenues are recognised based on actual usage
by the customer (performance obligations which are satisfied over time). In general, no minimum lease obligations or minimum
revenues are stipulated in the agreements. In this context SBO does not hold finance lease agreements.

Interest income is recognised on a pro-rata basis, using the effective interest method.

15. Research and development

Pursuant to IAS 38, research costs are recognised in profit or loss when incurred. Development costs are expensed when incurred,
if the requirements for capitalisation of development costs in accordance with IAS 38 are not fully met. Development costs are
recognised in profit or loss in SBO's consolidated financial statements in the period in which they are incurred, because the
corresponding recognition criteria were not satisfied.



16. Share-based payment

In 2014 an agreement on share-based payments was entered into with the Chief Executive Officer. The granting requires valid
employment. An agreement on the granting of a voluntary severance benefit in the form of SBO shares at the end of employment
was also concluded. In the course of extending the Management Board mandate in 2018 this agreement was also extended. As
the compensation is and will be settled using SBO shares, the current expense from these agreements is recognised in personnel
expense and within equity (refer to Note 32).

17. Estimates, judgements, and assumptions

When preparing the consolidated annual financial statements under International Financial Reporting Standards, estimates,
assumptions, and judgements must be made to a certain extent which impact the amounts presented in the balance sheet, the
notes to the financial statements and the profit and loss statement. The amounts actually arising in the future may deviate from
the estimates; however, from its current perspective the Management believes that there will not be any material negative impacts
on the consolidated financial statements in the near future. The significant estimates and judgements underlying the consolidated
annual financial statements are explained below.

Assumptions and discretionary decisions must be made when recognising and measuring intangible assets recognised in the
course of business combinations (see Note 9).

Estimates are necessary about the period over which property, plant and equipment and intangible assets can be expected to
be used (see Notes 8 and 9). In addition, if indications of impairment of property, plant and equipment or intangible assets are
identified, estimates are required when determining the recoverable amount.

An estimate of the value in use is made for the annual impairment test of goodwill in which management must estimate the expected
future cashflows of the cash generating units and choose an appropriate discount rate (see Note 9).



Deferred tax assets are recognised for unused tax losses to the extent it is probable that taxable income will be available, so
that the loss carryforwards can actually be used. When accounting for deferred tax assets, a significant exercise of judgment by
management is required regarding the timing and extent to which future taxable income will be available in order to actually use the
temporary differences or loss carryforwards (see Note 11).

Management estimates of pricing and market development are necessary in order to determine carrying amounts when measuring
inventories (see Note 7). As based on the underlying customer contracts there is no need to apply the percentage-of-completion
method, estimates regarding services already rendered as well as future costs to be expected for short-term orders are only
required to determine potential provisions for onerous contracts.

In addition to evaluations based on historic cash receipts receivables require assumptions regarding the probability of default (see
Note 5). Besides overdue balances and market risks, also past customer experiences are taken into account. Regarding sales
revenues estimations are required for expected retumns relating to sales with a right of return (see Note 15) as well as for volume
discounts to be granted.

For the recognition of provisions, management must evaluate the probability of occurrence at the reporting date. Provisions are
recognised at the value that corresponds to management’s best estimate at the reporting date (see Note 16).

Expenses for defined benefit plans are determined based on actuarial calculations. The actuarial measurement is based
on assumptions regarding the discount rates, future wage and salary increases, mortality rates, and employee tumnover rates
(see Note 18).

Option liabilities relating to cancellable non-controlling interests are measured at fair value at the acquisition date and are subsequently
remeasured at fair value on each reporting date. The fair values are determined based on the discounted cashflows, which are
derived from the most recent earnings forecast of the companies involved. Judgements are necessary when determining future
cashflows, the timing of exercising the option, and the choice of an appropriate discount rates (see Note 20).

Liabilities for management's interest in subsidiaries and participation rights are measured using estimates of the service period of the
respective individuals in the company and future profitability of the subsidiaries. The Company assumes that the respective share of
the subsidiary’s annual income essentially corresponds to the effective interest expense (see Note 19).



NOTE 5

TRADE RECEIVABLES

An analysis of trade receivables as at 31 December is presented below:

in TEUR CARRYING NOT PAST-DUE PAST-DUE, NOT IMPAIRED
AMOUNT AND NOT
IMPAIRED
< 30 DAYS 31-60 DAYS 61-90 DAYS 91-120 DAYS > 120 DAYS
2018 125,127 61,049 32,241 16,044 7,074 4,529 4,082
2017 89,801 49,375 22,540 8,195 4,231 2,222 2,625

Trade receivables with a term of more than 12 months amounted to TEUR O (previous year: TEUR 446). Trade receivables typically
have payment terms of up to 90 days.

The carrying amount of impaired receivables amounted to TEUR 108 (previous year: TEUR 713). Allowances for doubtful accounts
are recognised in line with IFRS 9 on basis of historical experience and in consideration of days outstanding (see Note 4).
As of 31 December 2018 allowances measured for lifetime expected credit losses according to the simplified approach amounted
to TEUR 765 (1 January 2018: TEUR 675). The remainder refers to individual allowances.

The allowance account is presented below:

in TEUR 2018 2017
As at 1 January 5,394 6,379
Currency translation adjustments 262 -723
Utilisation -509 -442
Reversal -1,165 -1,831
Additions 2,863 2,011
As at 31 December 6,345 5,394

No collateral was received for the receivables listed.



NOTE 6

OTHER RECEIVABLES AND OTHER ASSETS

This line item mainly consists of receivables from tax authorities and prepaid expenses. In addition, this line item includes assets
from sales with a right of return according to IFRS 15 amounting to TEUR 494 (the reference value as of 31 December 2017 was
TEUR 412). IFRS 15 was not adopted early in 2017.

No collateral was received for the receivables and no valuation allowances have been recognised.

NOTE 7

INVENTORIES

The breakdown of inventories by classification is presented below:

in TEUR 31.12.2018 31.12.2017
Raw materials and supplies 15,487 9,806
Work in progress 71,675 44,096
Finished goods 58,797 42,984
Prepayments 0 200
Total 145,859 97,086

Valuation allowances expensed in 2018 were TEUR 1,361 (previous year: TEUR 2,502).



NOTE 8

PROPERTY, PLANT AND EQUIPMENT

A summary of the gross carrying amounts and the accumulated depreciation and impairments of property, plant and equipment is

presented below:

2018
in TEUR LAND AND TECHNICAL PLANT  OTHER EQUIPMENT, PREPAYMENTS AND TOTAL

BUILDINGS AND MACHINERY OPERATING AND ASSETS UNDER

OFFICE EQUIPMENT CONSTRUCTION

Cost
1 January 2018 93,910 360,215 13,462 607 468,194
Currency translation adjustments 2,259 9,046 230 97 11,632
Additions 4,349 24,703 1,151 5,377 35,580
Reclassifications 200 6,927 143 -2,996 4,274
Classification as ‘held for sale’ =71 0 0 0 -71
Disposals -86 -15,320 -605 48 -15,963
31 December 2018 100,561 385,571 14,381 3,133 503,646
Accumulated depreciation and impairment
1 January 2018 28,328 283,729 10,965 0 323,022
Currency translation adjustments 612 6,923 188 0 7,723
Additions from depreciation 3,034 29,490 1,232 0 33,756
Impairment 947 1,341 93 0 2,381
Reclassifications 0 4,136 0 0 4,136
Disposals -18 -11,464 -593 0 -12,075
31 December 2018 32,903 314,155 11,885 0 358,943
Carrying amount
31 December 2018 67,658 71,416 2,496 3,133 144,703
31 December 2017 65,5682 76,486 2,497 607 145172




2017

LAND AND TECHNICAL PLANT  OTHER EQUIPMENT, PREPAYMENTS AND TOTAL
BUILDINGS AND MACHINERY OPERATING AND ASSETS UNDER
OFFICE EQUIPMENT CONSTRUCTION

Cost
1 January 2017 93,274 378,468 13,676 286 485,604
Currency translation adjustments -6,629 -29,384 -898 -62 -36,963
Additions 7,243 19,243 1,466 4,010 31,962
Reclassifications 233 3,375 -2 -3,606 0
Disposals -211 -11,487 -680 -31 -12,409
31 December 2017 93,910 360,215 13,462 607 468,194
Accumulated depreciation and impairment
1 January 2017 26,840 282,292 11,128 0 320,260
Currency translation adjustments -1,850 -21,300 -719 0 -23,869
Additions from depreciation 3,467 30,557 1,193 0 35,217
Reclassifications 0] 1 -1 0 0
Disposals -129 -7,821 -636 0 -8,586
31 December 2017 28,328 283,729 10,965 0 323,022
Carrying amount
31 December 2017 65,682 76,486 2,497 607 145172
31 December 2016 66,434 96,176 2,448 286 165,344

The Company has production facilities in the following countries: Austria, the USA, the UK, Mexico, Vietnam, and Singapore.

Service and maintenance support sites as well as sales outlets are maintained in the USA, Canada, the UK, Singapore, the United
Arab Emirates, Saudi Arabia, Russia, Mexico, and Brazil.

The reclassification in 2018 includes machines at a carrying amount of TEUR 157. These were classified as assets held for sale in
previous years. Due to the lack of future sales prospects but based on expected future incidental possibility of usage, the remaining
carrying amount was reclassified into property plant and equipment.

As at 31 December 2018, purchase commitments for investments in property, plant and equipment amounted to TEUR 2,123
(previous year: TEUR 1,222).



FINANCE LEASES

The carrying amounts of capitalised leased assets reported under technical plant and machinery amounted to TEUR 76 as at
31 December 2018 (previous year: TEUR 90), the present value of commitments for future minimum lease payments amounted to
TEUR 47 (previous year: TEUR 79).

OPERATING LEASES

The commitments arising from lease and rental agreements from the use of off-balance sheet property, plant and equipment are
as follows:

in TEUR 31.12.2018 31.12.2017
For the following year 3,366 3,189
Between one and five years 4,990 5,432
More than five years 2,461 2,858

Payments due to operating leases that were recognised as a current expense totalled TEUR 4,275 in 2018 (previous year:
TEUR 3,918).



NOTE 9

INTANGIBLE ASSETS

The gross carrying amounts and the accumulated amortization of intangible assets is summarised below:

2018

in TEUR GOODWILL TECHNOLOGY NON-COMPETE CUSTOMER BASE  OTHER INTANGIBLE TOTAL
AGREEMENTS ASSETS

Cost

1 January 2018 230,833 66,971 15,450 34,742 12,873 360,869

Currency translation adjustments 4,731 1,702 148 698 333 7,612

Additions 0 0 0 0 3383 333

Reclassifications 0 0 0 0 14 14

Disposals 0 0 -3,662 0 -25 -3,687

31 December 2018 235,564 68,673 11,936 35,440 13,628 365,141

Accumulated amortization and impairments

1 January 2018 74,5640 36,563 9,626 26,248 8,167 155,044

Currency translation adjustments -129 784 25 556 197 1,433

Additions from amortization 0 6,303 1,883 3,813 1,132 13,131

Disposals 0 0 -3,662 0 0 -3,662

31 December 2018 74,411 43,650 7,772 30,617 9,496 165,946

Carrying amount

31 December 2018 161,153 25,023 4,164 4,823 4,082 199,195

31 December 2017 156,293 30,408 5,924 8,494 4,706 205,825




2017

in TEUR GOODWILL TECHNOLOGY NON-COMPETE ~ CUSTOMER BASE  OTHER INTANGIBLE TOTAL
AGREEMENTS ASSETS

Cost

1 January 2017 264,474 73,843 16,5637 38,283 14,172 407,309
Currency translation adjustments -24,665 -6,872 -1,087 -3,541 -1,182 -37,347
Additions 0 0 0 0 107 107
Disposals -8,976 0 0 0 -224 -9,200
31 December 2017 230,833 66,971 15,450 34,742 12,873 360,869

Accumulated amortization and impairments

1 January 2017 89,758 32,872 7,857 24,489 7,713 162,689
Currency translation adjustments -6,242 -2,859 -386 -2,384 -576 -12,447
Additions from amortization 0 6,550 2,055 4,143 1,156 13,904
Disposals -8,976 0 0 0 -126 -9,102
31 December 2017 74,540 36,563 9,626 26,248 8,167 155,044

Carrying amount

31 December 2017 156,293 30,408 5,924 8,494 4,706 205,825

31 December 2016 174,716 40,971 8,680 13,794 6,459 244,620

As at 31 December 2018, purchase commitments for acquisitions of intangible assets amounted to TEUR O (previous year:
TEUR O).



1. Goodwill

Goodwill is attributable to the following cash generating units and segments:

in TEUR 31.12.2018 31.12.2017

Segment Advanced Manufacturing & Services

Knust-Godwin LLC 19,474 18,593
SCHOELLER-BLECKMANN Oilfield Technology GmbbH 4,655 4,655
Schoeller-Bleckmann Darron (Aberdeen) Limited 798 798

Segment Oilfield Equipment

Downhole Technology LLC 86,353 82,444
Resource Well Completion Technologies Inc. 23,707 24,599
DSI FZE 21,833 20,866
BICO Diriling Tools Inc. 4,213 4,214
BICO Faster Driling Tools Inc. 120 124
Total 161,153 156,293

All cash generating units are measured based on the value in use by discounting expected future cashflows using the weighted
average cost of capital (WACC). The WACC was determined based on the current market data for comparable companies in the
same industry segment and adjusted for expected specific inflation rates for each country. A detailed planning period of five years
(previous year: five years) and the cashflows are based on budgeting by management. For deriving cashflows in the terminal value,
a fixed growth rate of 1 % (previous year: 1 %) was assumed for all cash generating units.



The following discount rates were applied as at 31 December 2018 and 31 December 2017

WACC (BEFORE TAX)

31.12.2018 31.12.2017
Segment Advanced Manufacturing & Services
Knust-Godwin LLC 12.7 % 10.7 %
SCHOELLER-BLECKMANN Oilfield Technology GmbH 13.0% 125 %
Schoeller-Bleckmann Darron (Aberdeen) Limited 13.4 % 121 %
Segment Oilfield Equipment
Downhole Technology LLC 13.1 % 11.0%
Resource Well Completion Technologies Inc. 12.9% 11.5%
DSI FZE 11.6% 10.1 %
BICO Driling Tools Inc. 12.6 % 10.7 %

Cashflows were determined based on revenue forecasts and planned capital expenditures. The value in use of a cash generating
unit is impacted the most by sales revenues. Forecasts of sales and cashflows take into account the cyclicality of the industry
derived from historical experience on the one hand, and long-term developments of the sales market on the other. Sales forecasts
for all cash generating units are based on the expected business development in the oilfield service industry. This is derived from
expected driling activities, the geographic sales markets, and company-specific developments. In addition, margin forecasts are
derived from the expected product mix and cost developments based on expected developments of materials prices and planned
capital expenditures. The estimated personnel development (based on planned headcount, required qualifications of employees
needed and expected personnel cost based on the current economic situation) are also taken into account.

None of the impairment tests performed led to an impairment requirement. The change in the carrying amount of goodwill of all
cash-generating units in 2018 resulted from foreign currency translation.

Sensitivity analyses were carried out for all cash generating units. As the value in use reacts to changes in the assumptions



regarding cashflows and the discount factors in particular, the analyses took into account an isolated increase in the discount factor
by one percentage point as well as a reduction of cashflows by 10 %, as deemed possible by management.

This analysis resulted in an impairment loss for the cash generating unit Resource Well Completion Technologies Inc. The recoverable
amount of the cash generating unit exceeds its carrying amount by TEUR 898. Subsequently all parameters were modified in such
a way that the estimated recoverable amount as of 31 December 2018 is equal to the carrying amount. A reduction of cashflows
by -3.0 % or an increase in the discount rate by 0.2 percentage points would lead to an impairment loss.

2. Other intangible assets

Other intangible assets mainly comprise technology, customer base, trademarks, and rights from non-compete agreements relating
to circulation tools from a business combination in 2010 (carrying amount as at 31 December 2018: TEUR 8,029; previous year:
TEUR 13,397). These assets are amortized over a useful life of 10 years.

In addition, as part of the initial recognition of Resource Well Completion Technologies Inc. in 2014, acquired technologies (carrying
amount as at 31 December 2018: TEUR 1,766; previous year: TEUR 2,479) and the acquired customer base (carrying amount as
at 31 December 2018: TEUR 1,050; previous year: TEUR 2,397) were capitalised. The technology can be used over a period of
seven years from the acquisition date, the customer base will be amortized over a useful life of five years. Furthermore, rights from
non-compete agreements were capitalised for a term of at least five years (carrying amount as at 31 December 2018: TEUR 539;
previous year: TEUR 1,231).

As part of the initial recogniton of Downhole Technology LLC in 2016, acquired technologies (carrying amount as at
31 December 2018: TEUR 16,258; previous year: TEUR 17,663) and trademarks (carrying amount as at 31 December 2018:
TEUR 1,355; previous year: TEUR 1,472) were capitalised with a useful life of ten years. In addition, rights from non-compete
agreements (carrying amount as at 31 December 2018: TEUR 3,105; previous year: TEUR 3,877) were recognised which will be
amortized over a period of six years.

Additional other intangible assets relate to technologies and non-compete agreements acquired in the course of a business
combination in 2012.

Other intangible assets also include usage rights for IT software.



NOTE 10

LONG-TERM RECEIVABLES AND ASSETS

This item consists primarily of interest-bearing loans, which have been granted to the management of companies included in
the scope of consolidation for the acquisition of shares or profit participation rights in these companies (also see Note 19). The
Company has only a limited credit risk as the shares must be returmed to the Company if the loan conditions are not satisfied.
In general, partial repayments are scheduled, but the full settlement of the loan has to be made when retuming the shares and
participation rights, and therefore at the end of the employment at the latest.

in TEUR 31.12.2018 31.12.2017
Loans 8,458 9,540
Other receivables and assets 1,296 1,398
Total 9,754 10,938

As of 31 December 2018 and 2017 no impairments were required. There were no past due receivables.

No collateral was received for the other receivables and assets listed.



NOTE 11

DEFERRED TAXES

The deferred tax assets and liabilities result from the following items:

in TEUR 31.12.2018 31.12.2017

Assets Liabilities Assets Liabilities

Property, plant and equipment 1,359 -5,751 1,036 -4,150
Other intangible assets (differences in useful lives) 1,153 -167 711 -188
Goodwill and other intangible assets (measurement differences) 0 -7,438 0 -7,360
Inventories (measurement differences) 6,096 0 5,818 0
Valuation of shares in subsidiaries 688 0 1,050 0
Option liabilities 21,333 0 19,091 0
Other items (measurement differences) 1,862 -405 1,139 -365
Provisions 2,638 0 2,400 0
Foreign currency effects from elimination of intercompany balances -64 0 1,041 0
Tax loss carryforwards 3,098 0 6,600 0
Subtotal 38,063 -13,761 38,886 -12,063
Offset within legal tax units and jurisdictions -11,719 11,719 -9,749 9,749
Total 26,344 -2,042 29,137 -2,314

Deferred taxes of TEUR 7,263 (previous year: TEUR 5,108) relating to loss carryforwards for which their future use is uncertain
based on the current mid-term planning were not recognised or adjusted. These will expire as follows:

In TEUR 2019 2020 2021 2022 2023 after 2023 never TOTAL

205 33 346 53 520 2,643 3,463 7,263




Deferred tax assets include tax claims in the amount of TEUR 688 (previous year: TEUR 1,050) from impairments of financial
investments in the amount of TEUR 2,750 (previous year: TEUR 4,200) that are deductible over seven years under Austrian tax law.

Conceming option liabilities see Note 20.

There are outside basis differences (i.e. between the tax base of equity interests and the pro-rata equity) at subsidiaries included
in the consolidated financial statements, in particular from retained earnings and losses not covered by equity. As at 31 December
2018, timing differences amounted to TEUR 78,824 (previous year. TEUR 80,220), because distributions or disposals of equity
investments of individual companies would generally be taxable. However, as the Group does not plan on dividends from or
disposals of these companies in the foreseeable future, in accordance with IAS 12.39, no deferred taxes were recognised. Likewise,
no withholding taxes were recognised as at 31 December 2018 due to the lack of planned distributions (previous year: TEUR 0).

NOTE 12

ASSETS HELD FOR SALE

In 2017 real estate which was no longer needed due to the consolidation of production sites in the USA in the “Advanced
Manufacturing & Services” segment was sold. This real estate had already been reported in assets held for sale as at
31 December 2016. The resulting profit of TEUR 1,938 is included in restructuring gains in the income statement (see Note 26
in this regard).

The remaining portion of this property (TEUR 465) is intended to be sold as well following clarification of environmental issues. In this
regard there was no need for any impaiment.

Two machines held for sale reported within this line item as of 31 December 2017 were reclassified in 2018 to property plant and
equipment at their carrying amounts due to the lack of future sales prospects but based on expected future incidental possibility of
usage (carrying amount as at 31 December 2018: TEUR 157).



NOTE 13

LIABILITIES TO BANKS

As at 31 December 2018, the current liabilities to banks were as follows:

CURRENCY AMOUNT IN TEUR INTEREST RATE IN %
GBP loans 6,707 1.82 % variable
CAD loans 704 5.45 % variable
Subtotal 7,411

Export promotion loans (EUR) 24,000 0.18-0.45 % variable
Total 31,411

As at 31 December 2017, the current liabilities to banks were as follows:

CURRENCY AMOUNT IN TEUR INTEREST RATE IN %
GBP loans 6,763 1.43 % variable
CAD loans 1,117 4.70 % variable
Subtotal 7,880

Export promation loans (EUR) 24,000 0.18-0.45 % variable
Total 31,880

The export promotion loans represent revolving credit facilities that can be used by the Company permanently as long as it complies
with certain lending agreements. In accordance with export promotion guidelines, receivables in the amount of TEUR 28,800
(previous year: TEUR 28,800) have been stipulated as security for these loans.

The CAD liabilities to banks in the amount of TEUR 704 (previous year: TEUR 1,117) have been secured by a “floating charge” on
the entire assets of the borrowing company.



NOTE 14

GOVERNMENT GRANTS

As at 31 December 2018, subsidies received amounted to TEUR 958 (previous year: TEUR 57). The grants include a subsidy
by a government investment and technology fund, as well as other investment subsidies received for the acquisition of property,
plant and equipment and research and development expenses. Individual investment subsidies are tied to the adherence of
investments in promoted areas (e.g. number of employees). In the financial year 2015, the Company received grants amounting
to TEUR 2,638 which are contingent upon compliance with certain regulations in the years 2018-2020. Due to the uncertainty of
future compliance with these conditions and the expected obligation for repayment the amounts received were reported under
other current liabiliies as at 31 December 2017. Regarding an amount of TEUR 2,295 the actual and expected compliance,
respectively, could be substantiated in the meantime. Therefore these funds were reclassified into government grants in
2018, and were partially released through profit or loss in accordance with the depreciation of the underlying assets in 2018.
As of 31 December 2018 and also in the previous year the Company complied with all requirements for the government grants
recorded in this line item.

NOTE 15

OTHER LIABILITIES

Other current liabilities break down as follows:

in TEUR 31.12.2018 31.12.2017
Unused vacation 2,441 2,413
Other personnel expenses 7,474 7,245
Legal and professional fees 1,462 985
Tax liabilities 4,453 2,691
Social security and other employee benefits 2,483 2,074
Refund liabilities according to IFRS 15 1,829 1,325
Option liabilities 145,059 5,773
Miscellaneous other liabilities 5,736 7,607
Total 170,937 30,113



Refer to Note 20 for details on option liabilities from cancellable non-controlling interests.

The line item miscellaneous other liabilities includes contract liabilities (advance payments received and accrued revenue) amounting
to TEUR 214. As at 31 December 2017 these liabilities amounted to TEUR 671, of which TEUR 619 were recognized as revenue
in 2018.

In the previous year refund liabilities of TEUR 1,325 were included in miscellaneous other liabilities. To allow for a better comparability
this amount was reclassified into the line item refund liabilities according to IFRS 15 in 2018. IFRS 15 was not adopted early in 2017.

NOTE 16

OTHER PROVISIONS

The other provisions developed as follows:

2018

in TEUR 31.12.2017 UTILISATION REVERSAL ADDITIONS 31.12.2018
Warranties and guarantees 1,729 -2 -312 24 1,439
Restructuring 0 0 0 950 950
Other 3,422 -880 -267 90 2,365
Total 5,151 -882 -579 1,064 4,754

The reduction in the provision for warranty risks in 2018 is attributable to reduced sales in the relevant business field.

In the fourth quarter of 2017, a competitor filed a law suit regarding the breach of patent rights by an SBO Group company. The
Company’s management considers this claim to be without merit and continues to dispute the allegations. Based on the current
situation, the amount of any financial risk — extending beyond legal consulting costs — cannot yet be reliably assessed and are
also considered to be improbable. The provisions for related legal fees amounted to TEUR 3,000 in the consolidated financial
statements as at 31 December 2017. From this provision an amount of TEUR 800 was used during the financial year 2018. There
are no material changes in the general assessment of the claim compared to 2017.

For restructuring provisions see Note 26.

It is expected that the costs related to the current provisions will be incurred in the next financial year.



NOTE 17

LONG-TERM LOANS INCLUDING CURRENT PORTION (AMORTISATION FOR THE FOLLOWING YEAR)

As at 31 December 2018, long-term loans in the amount of TEUR 272,588, thereof current portion TEUR 18,310, were comprised
of the following:

CURRENCY AMOUNT IN TEUR INTEREST RATE IN % TERM REPAYMENT
EUR 10,000 1.832 % fix 2018 — 2027 annually from 2021
EUR 19,500 1.732 % fix 2018 — 2027 annually from 2021
EUR 6,000 1.350 % variable 2018 — 2027 annually from 2021
EUR 20,500 2.352 % fix 2018 — 2027 bullet loan
EUR 3,000 2.445 % fix 2018 — 2027 bullet loan
EUR 4,500 1.961 % fix 2018 - 2025 bullet loan
EUR 10,000 1.707 % fix 2018 — 2025 annually from 2022
EUR 1,389 0.000 % fix 2008 - 2024 quarterly from 2011
EUR 30,000 1.782 % fix 2018 — 2024 bullet loan
EUR 45,455 0.789 % fix 2016 — 2023 semi-annually from 2018
EUR 10,000 1.482 % fix 2018 - 2023 bullet loan
EUR 18,750 1.582 % fix 2018 - 2023 bullet loan
EUR 2,600 1.840 % fix 2016 — 2023 bullet loan
EUR 10,000 2.060 % fix 2016 - 2023 bullet loan
EUR 5,000 1.090 % fix 2018 — 2022 bullet loan
EUR 780 0.000 % fix 2015 - 2022 quarterly from 2017
EUR 20,000 0.850 % fix 2018 - 2021 quarterly from 2019
EUR 2,000 1.620 % fix 2016 - 2021 bullet loan
EUR 5,000 1.430 % fix 2016 - 2021 bullet loan
EUR 7,500 1.440 % fix 2016 - 2021 bullet loan
EUR 10,000 1.590 % fix 2016 - 2021 bullet loan
EUR 30,000 3.110 % fix 2013 - 2020 bullet loan
EUR 714 1.500 % fix 2013 - 2020 semi-annually from 2015

272,588

The following loans were backed by collateral:

e TEUR 2,883 (previous year: TEUR 4,816) — Lien on land, buildings, and machinery with a carrying amount of TEUR 11,118
(previous year: TEUR 12,524)

See Note 34 with regard to fair values; see Note 35 with respect to interest rate risk.



NOTE 18

PROVISIONS FOR EMPLOYEE BENEFITS

As at the reporting date, the provisions for employee benefits consisted of the following:

in TEUR 31.12.2018 31.12.2017
Severance payments 3,970 3,639
Jubilee payments 1,785 1,623
Total 5,755 5,262

The actuarial assumptions used for calculating the provisions of severance and jubilee payments were as follows:

2018 2017
Discount rate 1.80 % 1.70%
Salary increases 3.50 % 3.50 %
Employee turmover rate 0.0-15.0 % 0.0-15.0%

Provisions were calculated using the Pagler & Pagler's AVO 2018-P (previous year: AVO 2008-P) mortality tables. Remeasurements
of provisions for severance payments (actuarial gains or losses) are recognized in other comprehensive income, in accordance with
IAS 19,

No contributions were made to separately managed funds for the obligations presented.



Provisions for severance payments

The provision for severance payments developed as follows:

in TEUR 2018 2017
Present value of severance obligation as at 1 January 3,639 3,761
Current service cost 157 147
Interest cost 62 51
Total expenses for severance payments 219 198
Remeasurements 204 -180
Current severance payments -92 -170
Present value of severance benefit obligation as at 31 December 3,970 3,639

The expenses shown in the table are presented in the consolidated profit and loss statement under personnel expenses of each
functional area (see Note 24).

Remeasurements of provisions for severance payments recognised in other comprehensive income in accordance with IAS 19 are
comprised of the following:

in TEUR 2018 2017

Remeasurement of obligations

from changes to financial assumptions 49 -83
from historical experience 155 -67
Total 204 -150

The average term of the severance obligations as at 31 December 2018 was 11.4 years (previous year: 11.4 years).



Sensitivity analysis

The effects on the obligations resulting from changes in significant actuarial assumptions are presented in the following sensitivity
analysis. One significant influencing factor was changed in each case, while the remaining inputs were held constant. In reality,
however, it is rather unlikely that these factors do not correlate. The changed obligation was determined analogously to the actual
obligation, using the projected unit credit method in accordance with IAS 19.

SEVERANCE PAYMENTS

PRESENT VALUE OF OBLIGATION (DBO)

31.12.2018

CHANGE IN ASSUMPTION

Discount rate +/- 0.5 percentage points

CHANGE IN PROVISION GIVEN AN
INCREASE IN ASSUMPTION

-211

CHANGE IN PROVISION GIVEN A
DECREASE IN ASSUMPTION

231

Increase in salaries +/- 0.5 percentage points

217

-201

Provision for jubilee payments

The provision for jubilee payments developed as follows:

in TEUR 2018 2017
Present value of jubilee payment obligation as at 1 January 1,623 1,635
Current service cost 131 129
Interest cost 27 23
Total expenses for jubilee payments 168 162
Remeasurements 96 -32
Current jubilee payments -92 -32
Present value of jubilee payment obligation as at 31 December 1,785 1,623

Defined contribution pension plans

Payments made in connection with defined contribution pension and employee benefit plans were expensed and amounted to
TEUR 578 in the 2018 financial year (previous year: TEUR 465). Contributions of approximately TEUR 500 are expected for the

following year.



NOTE 19

OTHER LIABILITIES

Other non-current liabilities break down as follows:

in TEUR 31.12.2018 31.12.2017
Option liabilities 0 131,515
Management interests 12,481 11,767
Participation rights 4,979 5,397
Non-compete agreements 725 1,067
Other liabilities 639 145
Total 18,824 149,891

Refer to Note 20 for details on option liabilities. These were reclassified to other current liabilities in 2018.

The management of the following companies included in the scope of consolidation held shares in their respective companies:

31.12.2018 31.12.2017
Company
BICO Diriling Tools Inc. 9.356 % 9.35 %
BICO DRILLING TOOLS FZE 9.35 %
BICO Faster Driling Tools Inc. 11.00 % 11.00 %
Schoeller-Bleckmann Energy Services L. L. C. 3.00 % 3.00 %
Schoeller-Bleckmann Darron Limited 5.00 % 5.00 %
Techman Engineering Limited 9.35% 9.35 %
Schoeller-Bleckmann Darron (Aberdeen) Limited 6.00 % 6.00 %
ADRIANA HOLDING COMPANY LIMITED 1.00 % 1.00 %

Management thus has a pro-rata interest in these companies.



The management of the following companies included in the scope of consolidation held participation rights in their respective
companies:

31.12.2018 31.12.2017
Company
DSI FZE 2.90 % 550 %
SCHOELLER-BLECKMANN Oilfield Technology GmbH 0.95% 0.80 %
Resource Well Completion Technologies Inc. 5.00 % 5.00 %
Downhole Technology LLC 1.00 % 1.00 %

The effective interest expense recognised for management interests and participation rights was TEUR 1,221, the effective interest
income recognised was TEUR 228 (previous year: expense TEUR 1,324, income TEUR 585) and is reported under interest
expenses and interest income, respectively.

NOTE 20

OPTION LIABILITIES

In the course of business combinations, the Company has concluded option agreements with non-controlling shareholders on
the later acquisition of such non-controlling interests. The purchase price of the option liabilities from cancellable non-controlling
interests depends on the results achieved by the company in question.

These option liabilities are recognised in other liabilities referring to the discounted amount of the expected payment from these
cancellable options based on the current corporate planning at the acquisition date because the Group has an unconditional
payment obligation. From a Group’s perspective, 100 % of the shares in these companies are thus recognised due to this option
commitment. Consequently, 100 % of the results of the respective subsidiaries are attributed to the owners of the parent company.

Option liabilities are subsequently measured using the discounted expected payment amount as at the reporting date based on

current corporate planning. They are discounted using a risk-adequate interest rate for the respective term of the commitment. The
interest cost from current discounting is presented under interest expenses. Gains and losses due to changes of the discounted
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expected payment amount are recognised in gains/losses from remeasurement of option liabilities.

In the course of two business combinations the Company granted the non-controlling shareholders the right to offer their shares to
the Company, and at the same time, the Company committed to purchase the offered shares. In addition, the Company acquired
the right to purchase the shares of the non-controlling shareholders, who have committed themselves to transfer their shares to the
Company in such case (put and call option). As the put and call options comprise all shares which are not yet held by the Group
and the conditions for transfer in the put and call cases are identical, it is assumed that the Group has effectively acquired 100 %
of the shares at the acquisition date.

The option regarding Downhole Technology LLC from the business combination in 2016 may be exercised at any time by
both contracting parties as at 1 April 2019. The corresponding liability is recognised in other current liabilities (2017: other non-
current liabilities). During 2017 increased earnings expectations for the company, which is assigned to the “Qilfield Equipment”
segment, resulted in an increase in the expected strike price for the shares underlying the option, and hence in a valuation effect of
TEUR 90,152 conceming this option liability. In 2018 a valuation loss of TEUR 1,693 was recognized. The corresponding expenses
are presented in the income statement in gains/losses from remeasurement of option liabilities and will be tax-effective for a period
of 15 years upon exercising the option.

In the reporting period the option agreement from 2014 regarding the acquisition of the remaining 33 % in shares of Resource
Well Completion Technologies Inc. was exercised by SBO. The purchase price of CAD 4.0 Mill (EUR 2.6 Mill) was fully covered by
the option liabilities of 31 December 2017. Despite the payment, which is reported within the cashflow of investing activities this
transaction had no significant effect on the consolidated financial statements in 2018.

In the course of a business combination in 2012 the Company granted the non-controling shareholders the right to offer their
shares to the Company at any time, and this obligated the Company to purchase the offered shares (put option). Based on the
assessment as at the acquisition date that there was no present ownership interest with regard to the share underlying the put
option, a non-controlling interest was recognised and as a result reclassified in full as a financial liability. Remeasurement changes
of the liability are recognised in profit or loss in gains/losses from remeasurement of option liabilities. In the 2018 financial year the
option was exercised by the non-controlling shareholders. The Company acquired the offered shares for MEUR 0.8, which resulted
in a valuation gain of TEUR 2,712,

o1



The development of option liabilities in the financial year is shown below:

BUSINESS COMBINATION

DOWNHOLE TECHNOLOGY OTHER BUSINESS COMBINATIONS
in TEUR 2018 2017 2018 2017
As at 1 January 131,515 51,006 5,773 7,626
Accrued interest 5,389 1,905 374 1,056
Remeasurement gains recognised 0 0 2,712 -2,668
Remeasurement losses recognised 1,693 90,162 0 63
Disposal from settlement 0 0 -3,399 0
Currency translation adjustments 6,462 -11,648 -36 -804
As at 31 December 145,059 131,515 0 5,773

Remeasurement gains and losses recognised in gains/losses from remeasurement of option liabilities are shown below:

in TEUR 2018 2017
Remeasurement gains 2,712 2,568
Remeasurement losses -1,693 -90,216
Total 1,019 -87,648

The sensitivity analysis for significant
31 December 2018 is shown below:

non-observable input factors with respect to the remaining option liabiliies as at

TOTAL CHANGE IN LIABILITIES

TOTAL CHANGE IN LIABILITIES

GIVEN INCREASE GIVEN DECREASE
ASSUMPTION CHANGE IN ASSUMPTION IN ASSUMPTIONS IN ASSUMPTIONS
in TEUR
Result +/-10% +14,506 -14,506
Discount rate 4.0 % +/- 1.0 percentage points -692 +702
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NOTE 21

SHARE CAPITAL

The Company’s share capital as at 31 December 2018 as well as at 31 December 2017 was MEUR 16 and is divided into
16 million shares with a par value of EUR 1.00 each.

The Annual General Meeting on 24 April 2018 authorised the Executive Board to acquire treasury shares of the Company up to a
maximum of 10 % of the share capital for a period of 30 months. In the 2018 financial year, the Company acquired 10,000 treasury
shares at a purchase price of TEUR 586.4. No treasury shares were acquired in 2017 based on the authorization from the Annual
General Meeting on 27 April 2016.

As at the 2018 reporting date, the Company held 50,597 treasury shares (previous year: 46,597 shares), which corresponds to
0.32 % (previous year: 0.29 %) of the share capital with a cost of TEUR 2,812 (previous year: TEUR 2,555). The number of shares
outstanding is thus 15,949,403 shares (previous year: 15,953,403).

In a business combination in 2010, it was stipulated that 50,000 shares of stock would be tendered as contingent consideration if
specified future sales targets were achieved. As the sales target was not met in 2018, there is no dilution effect on the number of
shares outstanding as at 31 December 2018.

As at 31 December 2018, Bemdorf Industrieholding AG, Vienna held approximately 33.4 % of the share capital (previous year:
approximately 33.4 %).

NOTE 22

LEGAL RESERVE

Austrian law requires the establishment of a legal reserve in the amount of 10 % of the Company’s nominal share capital. As long
as the legal reserve and other restricted capital reserves do not reach this amount, the Company is required to allocate 5 % of
its annual net profit, reduced by a loss carry forward. Only the annual financial statements of the parent company prepared in
accordance with Austrian accounting principles are decisive for the establishment of this reserve. No further allocation is required
because of the amount of the reserve already recognised is sufficient.
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NOTE 23

SALES

Sales break down as follows:

ADVANCED MANUFACTURING &

SERVICES OILFIELD EQUIPMENT TOTAL

in TEUR 2018 2017 2018 2017 2018 2017

Product sales 145,996 84,320 138,493 113,013 284,489 197,333
Services and repairs 19,707 11,800 16,430 13,225 36,137 25,025
Rental revenue 5,786 7,099 93,798 94,764 99,584 101,863
Total 171,489 103,219 248,721 221,002 420,210 324,221
North America 83,007 44,243 221,120 191,612 304,127 235,755
Europe 36,893 21,903 2,379 1,836 39,272 23,739
Middle East 3,282 5,421 15,222 15,794 18,504 21,215
Other 48,307 31,652 10,000 11,860 58,307 43,5612
Total 171,489 103,219 248,721 221,002 420,210 324,221

The revenues are classified based on the customer’s location. In 2018 sales revenues of TEUR 303,103 relate to performance
obligations which were satisfied at a point of time and TEUR 117,107 to performance obligations which were satisfied over time.

The Company rents drilling machinery under rental contracts with terms of generally less than a year. As the rental fees are generally
charged based on use, there is no claim to future minimum rental payments.

NOTE 24

ADDITIONAL BREAKDOWN OF EXPENSES

As the Company classifies its expenses by function, the following additional disclosures are required by IAS 1 (presentation using
the nature of expense format):;

in TEUR 2018 2017
Cost of materials 163,085 115,796
Personnel expenses 122,689 97,766
Depreciation of property, plant and equipment including impairments 36,137 35,217
Amortization of other intangible assets including impairments 13,131 13,904
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NOTE 25

OTHER OPERATING INCOME AND EXPENSES

The main items within other operating expenses are:

in TEUR 2018 2017
Exchange losses 8,151 9,768
Research and development expenses 7,722 7,827

Development costs have not been capitalised to date due to the uncertainties of the future economic benefits attributable to them.

The main items within other operating income are:

in TEUR 2018 2017
Exchange gains 11,002 4,963
Income from the disposal of fixed assets 2,063 143

NOTE 26

RESTRUCTURING GAINS AND LOSSES

The restructuring losses of TEUR 1,469 in 2018 refer to the planned relocation of production capacities in the “Advanced
Manufacturing & Services” segment in connection with the closure of the location Techman in England and SBMEX in Mexico.
In this regard costs for personnel measures of TEUR 901 as well as for other related costs of TEUR 393 were accrued, of which
TEUR 950 are included in restructuring provisions and TEUR 344 in other liabilities. In addition an amount of TEUR 175 was
provided for impairment of current assets within the restructuring losses. Furthermore, in this respect TEUR 2,381 were recorded in
the line item impairment on property, plant and equipment.

Restructuring gains of 2017 at TEUR 1,938 refer to the sales of real estate in the USA which had already been recorded in assets
held for sale as at 31 December 2016.
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NOTE 27

INTEREST INCOME AND EXPENSES

Interest income breaks down as follows:

in TEUR 2018 2017
Bank deposits and other loans 2,672 1,213
Effective interest on management interests and participation rights 228 585
Interest income 2,900 1,798

Interest expenses break down as follows:

in TEUR 2018 2017
Loans 4,417 3,808
Compounding of option liabilities from cancellable non-controlling interests 5,763 2,964
Effective interest on management interests and participation rights 1,221 1,324
Interest expenses 11,401 8,096

See Note 20 with regard to option liabilities.

NOTE 28

OTHER FINANCIAL EXPENSES

Other financial expenses in the 2018 financial year amounting to TEUR 7,375 essentially refer to dividend distributions with respect
to shares in companies within the SBO Group for which there are put/call option agreements (see Note 20).
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NOTE 29

INCOME TAXES

A reconciliation of income taxes applying the Austrian corporate tax rate to consolidated tax rate is presented below:

in TEUR 2018 2017
Consolidated tax expense (-) / income (+) at a presumed tax rate of 25 % -13,9783 17,449
Foreign tax rate differentials 2,728 5,477
Change in foreign tax rates 0 -10,869
Withholding and foreign taxes -1,816 -1,274
Non-deductible expenses -2,198 -778
Non-taxable changes in option liabilities 584 359
Non-taxable income and tax allowances 219 620
Prior year adjustments -344 175
Unrecognised tax loss carryforwards -1,828 -1,760
Writedown of previously recognised tax loss carryforwards -372 -571
Utilisation of tax loss carryforwards not recognised in the previous year 280 15
Profit share of management interests and non-controlling interests 2,672 4,890
Other differences -452 1,182
Consolidated tax expense / income -14,500 15,435
Profi/loss before tax 55,891 -69,795
Profit share of management equity interests 184 243

56,075 -69,552
Consolidated tax expense / income -14,500 15,435
Consolidated tax rate 25.9 % 22.2%
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Income taxes break down as follows:

in TEUR 2018 2017
Current taxes -12,020 -9,031
Deferred taxes -2,480 24,465
Total -14,500 15,435

Deferred taxes in 2017 mainly result from the formation and reversal of temporary differences, thereof TEUR 18,508 from the
remeasurement of the option liability Downhole Technology, and the recognition of tax effects from current losses.

In the course of the US tax reform enacted in December 2017 US federal corporate tax rates were reduced from 35 % to 21 % for
business years starting 2018. The following required remeasurement of prior year balances of deferred taxes due to the reduction of
the US federal corporate tax rate resulted in tax income in 2017 because balances for deferred tax liabilities as of 31 December 2016
exceeded deferred tax assets. According to the regulations of IAS 12 changes in timing differences during the year 2017 of companies
being affected by the US tax jurisdiction were measured in a first step at the current rate of 35 % and were then remeasured at year
end using the lower future tax rate of 21 %. The largest change in timing differences resulted from the aforementioned remeasurement
of the option liability relating to Downhole Technology. In the table above, the corresponding deferred tax income measured at the
current rate is included in the items tax income and foreign tax rate differentials, respectively. The remeasurement of deferred tax
balances at year end 2017 relating to the reduction of the US federal corporate tax rate to 21 % is a material portion of the item “change
in foreign tax rates” in 2017,

The following income taxes were recognized under other comprehensive income:

in TEUR 2018 2017

Current taxes

Remeasurements IAS 19 51 -37

Deferred taxes

Foreign currency effects -7/65 1,355
Total -714 -1,318

Due to currency translation differences the net deferred tax asset presented in the balance sheet was increased by TEUR 355 in
the 2018 financial year (previous year: reduced by TEUR 598).

The Company’s dividend distribution to shareholders did not result in any income tax consequences for the Company for the
2018 financial year or the 2017 comparison period.
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NOTE 30

SEGMENT REPORTING

The Company operates worldwide, mainly in a single industry segment, the design and manufacturing of drilling equipment for the
oil and gas industry.

In accordance with IFRS 8, the following segment report follows the management approach, in which the entire Executive Board of
Schoeller-Bleckmann Qilfield Equipment AG is the chief operating decision maker monitoring the performance of the business units
and deciding on the allocation of resources to the business segments.

The “Advanced Manufacturing & Services” (AMS) segment comprises the extremely precise manufacturing and repair of drill collars
and complex “Measurement While Driling” (MWD) and “Logging While Driling* (WD) components from antimagnetic, corrosion
resistant stainless steel. These form the housing for the sensitive measuring instruments that are used for the exact measurement
of inclination and azimuth of the drillstring as well as petrophysical parameters.

The “Oilfield Equipment” (OE) segment encompasses a broad offering of highly-specialised solutions for the oil and gas industry:
High-performance drilling motors and tools for the targeted driving of the drill string, special tools for downhole circulation technology
(circulation tools), and products for the resource-efficient completion of unconventional reservoirs in the two dominant technologies,
“sliding sleeve” and “plug-n-perf”.

Management of the Company and the allocation of resources are based on the financial performance of these segments.
Management monitors sales revenues, profit from operations (EBIT), and profit/loss before tax of the business units separately for
the purpose of making decisions on the allocation of resources.

The amounts presented are a summary of the separate balance sheets and income statements the individual companies included
in the consolidated financial statements. Individual holding adjustments and consolidating entries (elimination of intercompany profit
and loss and other intragroup transactions) must be accounted for to attain the consolidated results presented. Results in the total

column correspond to those in the profit and loss statement.

Intra-Group sales are made at arm'’s length conditions.
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2018

in TEUR ADVANGED OILFIELD EQUIPMENT SBO-HOLDING & GROUP
MANUFACTURING & SERVICES CONSOLIDATION

External sales 171,489 248,721 0 420,210
Intercompany sales 86,843 13,003 -99,846 0
Total sales 258,332 261,724 -99,846 420,210
mpsimmens and resictung mossurss 22723 55,198 3,364 74,557
Profit/loss before tax 19,772 42,246 -6,127 55,891
Capital expenditures 9,431 26,458 24 35,913
Depreciation and amortization 17,951 30,266 1,051 49,268
of which: impairments 2,381 0 0 2,381
Reversal of impairments 0 0 0 0
Head count (average) 968 602 23 1,593

In the 2018 financial year profit/loss before tax in the segment “Qilfield Equipment” includes a gain from remeasurement of option
liabilities in the amount of TEUR 1,019. In addition to impairment expenses of TEUR 2,381 reported above profit/loss before tax of

the segment “Advanced Manufacturing & Services” includes restructuring losses of TEUR 1,469.

2017
in TEUR ADVANCED OILFIELD EQUIPMENT SBO-HOLDING & GROUP
MANUFACTURING & SERVICES CONSOLIDATION

External sales 103,220 221,001 0 324,221
Intercompany sales 43,930 14,901 -58,831 0
Total sales 147,150 235,902 -58,831 324,221
ﬁrz%ﬂati:;?g;wtzp:rzzti%g?riﬂ?ngeri?ergsures +14,469 46,155 8,085 23,621
Profit/loss before tax -11,722 -46,330 -11,743 -69,795
Capital expenditures 3,799 28,202 68 32,069
Depreciation and amortization 17,902 30,167 1,062 49,121
of which: impairments 0 0 0 0
Reversal of impairments 0 0 0 0
Head count (average) 838 457 26 1,321

In the 2017 financial year profit/loss before tax in the segment “Qilfield Equipment” includes a loss from the remeasurement of
option liabilities in the amount of TEUR 87,648. The segment “Advanced Manufacturing & Services” includes restructuring gains of
TEUR 1,9381in 2017,



Geographic information

Sales break down as follows:

in TEUR 2018 2017
Austria 1,718 918
United Kingdom 15,484 9,841
USA 282,015 203,767
Rest of World 120,993 109,695
Total sales 420,210 324,221

The revenues are classified based on the customer’s location. There are no other countries with sales exceeding 10 % of the SBO
Group’s total sales.

See Note 35 for information regarding the most important customers.

Non-current assets break down as follows:

in TEUR 2018 2017
Austria 39,291 44775
United Kingdom 23,648 26,616
USA 207,114 197,240
Canada 29,618 33,068
Dubai 33,878 37,771
Rest of World 10,350 11,627
Total non-current assets 343,899 350,997

Assets are classified based on each company’s location.

—_
—_
—_



NOTE 31

REMUNERATION OF THE EXECUTIVE AND SUPERVISORY BOARDS

The Executive Board's remuneration was comprised of the following:

2018

in TEUR FIXED VARIABLE TOTAL
Gerald Grohmann 641 180 821
Klaus Mader 467 100 567
Total 1,108 280 1,388
2017

in TEUR FIXED VARIABLE TOTAL
Gerald Gronmann 581 180 761
Klaus Mader 362 100 462
Total 943 280 1,223

Expenses for pensions and severance payments for active members of the Executive Board amounted to TEUR 346 (previous year:
TEUR 109). Of that amount, TEUR 1871 (previous year: TEUR 120) was attributable to defined contribution pension agreements.
Expenses for share-based payments in financial years 2018 and 2017 are not included in the remuneration amounts presented
above. Please see Note 32 for information on the voluntary severance and share-based payments.

Remuneration for the Supervisory Board amounted to TEUR 159 in the 2018 financial year (previous year: TEUR 39), which was a
combination of a flat reimbursement for expenses and a variable component based on the Group's results.

No loans were granted to the members of the Executive or Supervisory Boards in the 2018 or 2017 financial years.



NOTE 32

SHARE-BASED PAYMENTS

Share-based payments in the 2018 financial year resulted in expenses of TEUR 1,637 (previous year: TEUR 442). In the 2014
financial year, the Chairman of the Executive Board, Mr Gerald Grohmann, was granted an annual transfer of 6,000 SBO shares,
contingent upon valid employment. The first transfer was made in 2014, Mr Grohmann may not dispose of or encumber the shares
for a period of two years following each transfer, however not exceeding the termination of the employment agreement. In 2018
the annual granting of 6,000 SBO shares was extended in accordance with the extension of the Management Board mandate until
2021. The market value of 6,000 shares at the transfer date in 2018 was TEUR 536 (previous year: TEUR 392). The market value
of the 12,000 shares already transferred and still subject to disposal restrictions was TEUR 688 as at 31 December 2018 (previous
year: 12,000 shares with a market value of TEUR 1,020).

Also in the 2014 financial year, the Company granted the Chairman of the Executive Board a voluntary severance payment of

30,000 SBO shares at the end of the employment contract. At the commitment date the value per share was determined to be
EUR 70.00, based on the average price for the preceding 36 months,

NOTE 33

TRANSACTIONS WITH RELATED PARTIES

The following transactions with related parties not included in the SBO Group's scope of consolidation were settled at arm’s-length
conditions:

The law firm of Schleinzer & Partner is the Company's legal consultant. One of the law firm’'s partners, Dr Karl Schleinzer, is a
member of the Supervisory Board. Professional fees for 2018 amounted to TEUR 36 (previous year: TEUR 36), of which TEUR 9
was outstanding as at 31 December 2018 (previous year: TEUR 9).



NOTE 34

FINANCIAL INSTRUMENTS

Derivative financial instruments

1. FORWARD EXCHANGE CONTRACTS

The Austrian company hedges its receivables balances denominated in US dollars and CAN dollars by entering into forward
exchange contracts. All transactions are short-term exposures (3-8 months).

FORWARD EXCHANGE CONTRACTS AS AT 31.12.2018

in TEUR RECEIVABLES AT HEDGED RATE RECEIVABLES AT REPORTING DATE RATE FAIR VALUE
ush 19,037 19,132 -95
CAD 590 575 156

FORWARD EXCHANGE CONTRACTS AS AT 31.12.2017

in TEUR RECEIVABLES AT HEDGED RATE RECEIVABLES AT REPORTING DATE RATE FAIR VALUE
ush 10,6563 10,391 161
CAD 902 891 11

The forward exchange transactions are measured at fair value and recognised in profit or loss since the requirements for hedge
accounting in accordance with IAS 39 are not fully met.

2. OTHER DERIVATIVE FINANCIAL INSTRUMENTS

There are also option liabilities relating to cancellable non-controlling interests (see Note 20).



Overview of existing financial instruments

The following table shows the financial instruments, broken down by categories in accordance with IFRS 9 (2017: IAS 39 and IFRS 7):

FINANCIAL INSTRUMENTS 31.12.2018
in TEUR
VALUATION METHOD ACC. TO IFRS 9
CARRYING AMOUNT NO FINANCIAL FINANCIAL ASSET AT FINANCIAL LIABILITY AT AT FAIR VALUE THROUGH CARRYING AMOUNT
INSTRUMENT AMORTIZED COST AMORTIZED COST PROFIT & LOSS FINANCIAL INSTRUMENT
Current assets
Cash and cash equivalents 241,682 0 241,632 241,532
Trade receivables 125,127 0 126,127 125,127
Income tax receivable 1,915 1,915 0
Other receivables and other assets 6,385 6,324 61 61
Assets held for sale 538 538 0
Inventories 145,859 145,859 0
Total current assets 521,356 154,636 366,659 0 61 366,720
Non-current assets
Property, plant and equipment 144,703 144,703 0
Goodwill 161,163 161,153 0
Other intangible assets 38,042 38,042 0
Long-term receivables and assets 9,754 1,296 8,458 8,458
Deferred tax assets 26,344 26,344 0
Total non-current assets 379,996 371,538 8,458 0 0 8,458
TOTAL ASSETS 901,352 526,174 375,117 0 61 375,178
Current liabilities
Liabilities to banks 31,412 0 31,412 31,412
Current portion of long-term loans 18,310 0 18,310 18,310
Finance lease liabilites 33 0 33 33
Trade payables 21,165 0 21,165 21,165
Government grants 334 334 0
Income tax payable 4,667 4,667 0
Other liabilities 170,593 20,143 5251 145,199 150,450
Other provisions 5,098 5,098 0
Total current liabilities 251,612 30,242 0 76,171 145,199 221,370
Non-current liabilities
Long-term loans 254,278 0 254,278 254,278
Finance lease liabilites 14 0 14 14
Government grants 623 623 0 0
Provisions for employee benefits 5,755 5,765 0 0
Other liabilites 18,824 0 18,815 9 18,824
Deferred tax liabilities 2,042 2,042 0 0
Total non-current liabilities 281,536 8,420 0 273,107 9 273,116
Equity
Share capital 15,949 15,949 0
Capital reserve 68,303 68,303 0
Legal reserve 785 785 0
Other reserves 19 19 0
Currency translation reserve 28,077 23,077 0
Retained earnings 260,071 260,071 0
Total equity 368,204 368,204 0 0 0 0
TOTAL LIABILITIES AND EQUITY 901,352 406,866 0 349,278 145,208 494,486

—_
—_
(&1



FINANCIAL INSTRUMENTS

31.12.2017

in TEUR CLASSIFICATION ACC. TO IFRS 7: VALUATION METHOD
CATEGORY ACC. TO IAS 39 FAIR VALUE AMORTIZED COSTS
Loans and Other financial Derivatives Derivatives Cash and Trade accounts Lendings Financing Trade accounts Other
receivables liabilities cash equivalents receivable liabilities payable
Current assets
Cash and cash equivalents 165,982 165,982 165,982
Trade receivables 89,801 89,801 89,801
Income tax receivable 1,663
Other receivables and other assets 4,043 173 173
Assets held for sale 594
Inventories 97,086
Total current assets 359,169
Non-current assets
Property, plant and equipment 145,172
Goodwill 166,293
Other intangible assets 49,632
Long-term receivables and assets 10,938 9,540 9,540
Deferred tax assets 29,137
Total non-current assets 391,072
TOTAL ASSETS 750,241 265,323 0 173 173 165,982 89,801 9,540 0 0 0
Current liabilities
Liabilities to banks 31,880 31,880 31,880
Current portion of long-term loans 69,478 69,478 69,478
Finance lease liabilites 35 35 35
Trade payables 16,611 16,611 16,611
Government grants 57
Income tax payable 2,056
Other liabilites 30,113 7,692 5,788 5,788 7,692
Other provisions 5,151
Total current liabilities 165,381
Non-current liabilities
Long-term loans 115,338 115,338 115,338
Finance lease liabilities 44 44 44
Government grants 0
Provisions for employee benefits 5,262
Other liabilites 149,891 18,368 131,523 131,628 17,165 1,203
Deferred tax liabilities 2,314
Total non-current liabilities 272,849
Equity
Share capital 15,953
Capital reserve 67,248
Legal reserve 785
Other reserves 19
Currency translation reserve 11,193
Retained earmnings 226,813
Total equity 322,011
TOTAL LIABILITIES AND EQUITY 750,241 0 259,346 137,311 137,311 0 0 0 233,940 16,611 8,795



Fair value of financial instruments

The Company uses the following hierarchy for determining and disclosing the fair values of financial instruments by valuation
technique:

Level 1: Quoted (unadjusted) prices in active markets for similar assets or liabilities.

Level 2: Technigues for which all inputs which have significant effects on the recognised fair value are observable, either directly or
indirectly.

Level 3: Techniques which use inputs which have a significant effect on the recognised fair value that are not based on observable
market data.

The financial instruments recognised at fair value in the consolidated financial statements are allocated as shown below:

2018

in TEUR BALANCE SHEET ITEM TOTAL LEVEL 2 LEVEL 3
Assets

Derivatives (FVTPL) Other receivables and other assets 61 61 0
Liabilities

Derivatives (FVTPL) Other liabilities -145,208 -140 -145,068
2017

in TEUR BALANCE SHEET ITEM TOTAL LEVEL 2 LEVEL 3
Assets

Derivatives (HFT) Other receivables and other assets 173 173 0
Liabilities

Derivatives (HFT) Other liabilities -137,311 0 -137,311

There were no reclassifications between the individual measurement levels during the 2018 and 2017 reporting periods. If required,
items are generally reclassified at the end of the reporting period.



The derivatives assigned to level 3 consist almost solely of liabilities for the option liabilities from cancellable non-controlling interests
(see Note 20).

The forward exchange contracts are measured based on observable spot exchange rates.

For fixed rate loans received and lease liabilities, the fair value was calculated by discounting the expected future cashflows using
market interest rates. For variable rate bank loans and loans received and issued, discounting corresponds to current market rates,
which is why the carrying amounts largely equal the fair values. Cash and cash equivalents, trade receivables and trade payables

and all other items have mostly short residual terms. The carrying amounts therefore equal the fair values on the reporting date.

The carrying amount and the different fair value for financial instruments measured at cost are presented in the table below:

2018 2017
in TEUR Level CARRYING AMOUNT  FAIRVALUE  CARRYING AMOUNT  FAIR VALUE
Liabilities
Loans, bank and lease liabilities 2 -304,046 -309,663 -216,775 -219,624

Net result from financial instruments

The following table shows the gains/losses (net result) by classification in accordance with IFRS 9 and IAS 39:

2018
in TEUR REMEASUREMENT DERECOGNITION/DISPOSAL
ADJUSTMENT PROFIT AND LOSS OTHER PROFIT AND LOSS OTHER NET RESULT
COMPREHENSIVE COMPREHENSIVE
INCOME INCOME
at amomzed costs (loans and 2,668 i ) ) ) -2 668
receivables)
at fair value through profit or 4,981 ) ) ) -4.981

loss (derivatives)



2017

in TEUR REMEASUREMENT DERECOGNITION/DISPOSAL
ADJUSTMENT PROFIT AND LOSS OTHER PROFIT AND LOSS OTHER NET RESULT
COMPREHENSIVE COMPREHENSIVE
INCOME INCOME
Loans and receivables -120 - - - - -120
Derivatives - -90,319 - - - -90,319

The total interest expense determined using the effective interest rate method for financial liabilities not valued at fair value through
profit or loss was TEUR 5,638 (previous year: TEUR 5,132). Net results in the category at amortized costs include interest expenses
of TEUR O (2017: TEUR O in category loans and receivables) and in the category at fair value through profit or loss TEUR 5,763
(2017: TEUR 2,964 in the category derivatives).

NOTE 35

RISK REPORT

The SBO Group’s operations are exposed to a number of risks that are inextricably linked to its worldwide business activities.
Efficient management and control systems are used to recognise, analyse, and manage these risks, with the help of which the
management of the individual operations monitors the operating risks and reports them to Group management.

From a current perspective, no risks are discemible that jeopardise the Company’s existence as a going concern.

General economic risks

Schoeller-Bleckmann Cilfield Equipment’s business development is, to a large extent, subjected to economic cycles, in particular
to the cyclical development of drilling activities for oil and gas of the national and international oil companies. In order to minimize
the related risks of fluctuations in orders received, the Group’s manufacturing companies have been designed to ensure maximum
flexibility.



Sales and procurement risks

The market for the SBO Group’s products and services is determined to a great extent by the continuous development and use of
new technologies. Securing and maintaining the customer base therefore depends on the ability to offer new products and services
tailored to the customer’s needs.

In 2018, the three largest customers (which are globally-active service companies in the directional drilling market) accounted for a
28.4 % share of sales (previous year: 21.9 %). SBO counters the risk of suffering potential noticeable sales declines from the loss
of a customer through continuous innovation, quality assurance measures and close customer ties.

On the procurement side, raw materials and in particular alloy surcharges for non-magnetic steel are subject to significant price
fluctuations, which are partly passed on as alloy surcharges to customers as part of our agreements.

The Company procures high-alloy special steel, which is its most essential raw material, to a great extent from one supplier and is
therefore exposed to the risk of delayed deliveries, capacity bottlenecks, or business interruptions. From today's perspective, the
Company foresees absolutely no difficulty in continuing to obtain quality steel from this supplier. However, in the event a failure by
this supplier, there are only limited options for replacement procurement in the short-term.

Substitution risks

SBO is subject to the risk of substitution of its products and technologies, which may also result in the growth of new competitors.
SBO counters this risk through ongoing market observation, active proximity to customers, and proprietary innovations.

Financial risks

One the one hand, the Company has various financial assets, such as trade receivables, cash and cash equivalents, and short-
term investments as a direct result of its business operations. On the other hand, it also uses financial instruments such as liabilities
to banks and trade payables, which ensure the financing of the Company’s operations.

In addition, the Company has derivative financial instruments to hedge interest rate and foreign exchange risks arising from its
business operations and financing sources. Derivatives are not used for trading or speculative purposes.

The financial instruments principally entail interest-related cashflow risks, as well as liquidity, currency, and credit risks.
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FOREIGN CURRENCY RISKS

Foreign currency risks arise from fluctuations in the value of financial instruments or cashflows as a result of exchange rate fluctuations.

Foreign currency risks arise in the SBO Group where balance sheet items and income and expenses are generated or incurred in a
currency other than the local currency. Forward exchange contracts (mainly in US dollars) are concluded to hedge receivables and
liabilities in foreign currencies.

Over the long-term, SBO invoices an average of approximately 80 % of its sales in US dollars. This is due to its customer structure.
All dominating service companies in the directional drilling market are headquartered in the US and settle their worldwide activities in
US dollars. Also, from a long-term perspective, only about 50 % to 60 % of costs are incurred in US dollars as important production
facilities are located not just in the US, but in Europe as well. For reasons of costs and expedience, SBO does not hedge its entire
net dollar exposure. In any case, SBO eamings are dependent on the USD/EUR exchange rate.

Additional risks arise from translating the financial statements of the foreign companies into the Group currency. Sales, earnings,
and carrying amounts of these companies depend on the applicable exchange rate. As a result of the significant investments in the
US, the primary sales market and location of important production facilities, changes in the US dollar have a substantial impact on
the consolidated financial statements.

The table below shows the impact of a potential change in the USD exchange rate on the consolidated financial statements, based
on reasonable judgment, and only in respect of the changes in value of derivative instruments (forward exchange contracts) as
there are no material trade receivables or trade payables that are not denominated in the Group’s functional currency:

in TEUR 2018 2017
Change in EUR/USD exchange rate +10 cents -10 cents +10 cents -10 cents
Change in profit/loss before tax +1,647 -1,647 +891 -891
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INTEREST RATE RISKS

Interest rate risks result from fluctuations in market interest rates which lead to changes in value of financial instruments and interest
rate-related cashflows.

Almost all long-term loans existing as at the reporting date have fixed interest rates and are therefore not subject to interest rate
risk. However, the fair value of these long-term loans is subject to fluctuations. The interest rates for individual loans are disclosed
in Note 17. With the exception of loans and lease liabilities, no other liabilities are interest bearing and therefore are not subject to
any interest rate risk.

The interest rate risk is further reduced by the portfolio of short-term interest-bearing investments which the Company continuously
holds. Depending on whether the Company has a surplus of financial resources on the investment or borrowing side, interest rate
risks could therefore result from an increase or decrease in interest rates.

The table below shows the impact of a possible potential change in interest rates, based on reasonable judgment, on the interest
expense for variable-rate liabilites to banks and on interest income for variable-rate bank balances (there are no impacts on
consolidated equity):

in TEUR 2018 2017

Change in basis points +10 + 20 +10 + 20
Change in profit/loss before tax 156 312 +148 +296
CREDIT RISKS

Credit risk arises from the non-performance of contractual obligations by business partners and the resulting asset losses. The
maximum default risk equals the carrying amount of the receivables.

The credit risk related to our receivables from customers can be considered as low as there have been long-standing, stable
business relations with all major customers. Furthermore, we regularly check the creditworthiness of new and existing customers
and monitor outstanding balances. Loss allowances are recognised for credit risks.

With regard to loans to the management of subsidiaries, the credit risk is limited by the surety of the acquired shares (see Note 10).

For other financial assets (cash and cash equivalents), the maximum credit risk upon default of the counterparty is the carrying
amount of the financial instrument. However, this credit risk may be considered as low since we only choose highly-rated banks.
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LIQUIDITY RISKS

Liquidity risk consists in the risk of being able to access the financial resources required to settle liabilities incurred at all times and

in due time.

Due to the Company’s strong self-financing capability, the liquidity risk is relatively low. The Company generates liquid funds through
its operating business and uses external bank financing when needed. As the most important risk spreading measure, the Group

Management constantly monitors the liquidity and financial planning of the Company’s operative units.

Also, the financing requirements are centrally managed and based on the consolidated financial reporting of the Group members.

Financing requirements are centrally managed based on the consolidated reporting.

The table below shows all contractually obligated payments as at 31 December for principal payments, repayments, and interest
from recognised financial liabilities, including derivative financial instruments, with disclosure of the undiscounted cashflows for the

following financial years.

31.12.2018

in TEUR DUE ON DEMAND 2019 2020 2021 2022 or beyond
Liabilities to banks 31,629

Long-term loans 22,853 51,988 46,489 172,775
Lease liabilities 35 14

Management interests and participation rights 17,460
Trade payables 21,165

Derivatives 147,964 7

Other 26,378 536
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31.12.2017

in TEUR DUE ON DEMAND 2018 2019 2020 2021 or beyond
Liabilities to banks 32,087 - - - -
Long-term loans - 72,278 12,187 41,400 66,935
Lease liabilities - 38 32 14 -
Management interests and participation rights - 17,165
Trade payables - 16,611 -
Derivatives 3,168 2,649 136,734 -
Other - 24,799 587 510 -

Derivatives shown in the columns for 2019 mainly refer to option liabilities for cancellable non-controlling interests (see Note 20).

OTHER FINANCIAL MARKET RISKS

The risk variables are in particular the share prices and stock indices.

Capital management

The Company’s primary goal is to ensure that we maintain a high credit rating and equity ratio in order to support our operations and

maximise shareholder value.

The gearing ratio (net debt as a percentage of equity) is used in particular to monitor and manage capital. Net debt comprises long-

term loans and bank liabilities, less cash and cash equivalents.

The gearing ratio was 17.0 % as at 31 December 2018 (previous year: 15.7 %).
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in TEUR 31.12.2018 31.12.2017

Liabilties to banks 31,412 31,880
Long-term loans 272,588 184,816
Less: cash and cash equivalents -241,632 -165,982
Net debt 62,468 50,714
Total equity 368,204 322,011
Gearing 17.0 % 15.7 %

For the shareholders of the parent, the desired average long-term dividend rate is 30 % to 60 % (of the consolidated profit after tax).

NOTE 36

CONTINGENT LIABILITIES

The Company had no contingent liabilities as at 31 December 2018 or 31 December 2017.

NOTE 37

OTHER OBLIGATIONS

Other obligations exist solely from operating leases and purchase commitments for investments in property, plant and equipment
(see Note 8).
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NOTE 38

CASHFLOW STATEMENT

The Company’s cashflow statement shows the change of cash and cash equivalents for the Company and the subsidiaries
during the reporting year as a result of cash inflows and outflows. Cash funds correspond to the cash and cash equivalents in the

consolidated balance sheet and are comprised solely of cash-in-hand and bank balances including short-term deposits.

Within the cashflow statement, cashflows are broken down into cashflows from operating activities, from investing activities and

from financing activities.

The cashflows from foreign operations have been allowed for by applying average foreign exchange rates.

The cashflows from operating activities are determined using the indirect method by starting with adjusting net income after income
taxes and adjusting it for non-cash income and expenses. This result and the recognised changes in working capital (excluding
cash funds) equal the cashflow from operating activities.

Cash inflows and outflows from current operations include inflows and outflows from interest payments and income taxes.

Dividend payments are presented as part of financing activities.

Financial liabilities were as follows during the 2018 financial year:

in TEUR 01.01.2018 CASH CHANGES NON-CASH CHANGES 31.12.2018
Foreign currency effects Other changes

Long-term loans including 184,816 87,772 0 0 070,588
current portion

Liabilities to banks 31,880 -380 -88 0 31,412
Finance leases 79 -41 3 6 a7
Other financial liabilities 17,165 -1,219 592 798 17,336
Total liabilities from 233,940 86,132 507 804 321,383

financing activities
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NOTE 39

EMPLOYEES

The number of employees on an annual average and as at the reporting date was:

ANNUAL AVERAGE REPORTING DATE
2018 2017 31.12.2018 31.12.2017
Blue collar 1,056 850 1,108 924
White collar 537 471 538 508
1,593 1,321 1,646 1,432

NOTE 40

EVENTS AFTER THE REPORTING DATE

After the reporting date the implementation of the restructuring plan for the manufacturing facility in Mexico in the segment “Advanced
Manufacturing & Services” has started. There were no further events of particular significance after the reporting date that would
have changed the presentation of the Group’s net assets, financial position, and results of operations in the consolidated financial
statements as at 31 December 2018,
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NOTE 41

PROPOSED DIVIDEND

The Executive Board recommends distributing a dividend of EUR 1.00 per share to the shareholders. This would be a dividend
distribution of MEUR 16.0. In the previous year a dividend distribution of EUR 0.50 per share was made which resulted in a total
distribution of MEUR 8.0.

NOTE 42

EXPENSES INCURRED FOR THE GROUP AUDITOR

The following expenses were incurred for the Group auditor, Emst & Young Wirtschaftsprifungsgesellschaft m. b. H.:

in TEUR 2018 2017
Audit fees 152 119
Other services 28 90

Audit fees for 2018 include both the audit of the consolidated financial statements as well as the audits of the financial statements
of the entities in Austria. The fees in 2017 cover only the audit of the consolidated financial statements.
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MANAGEMENT DISCLOSURES

EXECUTIVE BOARD:

Ing. Gerald Grohmann (President and CEO)
Mag. Klaus Mader (Vice President and CFO)

The current executive board contract with Mr Gerald Grohmann
is effective for a term of office until 31 December 2021 and that
of Mr Klaus Mader until 30 September 2023.

COMMITTEES OF THE
SUPERVISORY BOARD

NOMINATION AND REMUNERATION COMMITTEE:
Mag. Norbert Zimmermann
Dr. Karl Schleinzer
Mag. Sonja Zimmermann (since 24 April 2018)
Dr. Peter Pichler (until 24 April 2018)

AUDIT COMMITTEE:
Mag. Norbert Zimmermann
Dr. Wolfram Littich
Mag. Sonja Zimmermann (since 24 April 2018)
Dr. Peter Pichler (until 24 April 2018)
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SUPERVISORY BOARD:

Mag. Norbert Zimmermann (Chairman)
Initial appointment: 1995
End of the current term; 2022

Mag. Brigitte Ederer (Deputy Chairman)
Initial appointment: 2014
End of the current term:; 2019

Dr. Peter Pichler (Deputy Chairman)
Initial appointment: 1995 (until 24 April 2018)

Mag. Dipl. Ing. Helmut Langanger
Initial appointment; 2003
End of the current term: 2019

Dr. Wolfram Littich
Initial appointment:; 2016
End of the current term: 2021

Dr. Karl Schleinzer
Initial appointment; 1995
End of the current term: 2020

Mag. Sonja Zimmermann
Initial appointment: 2018 (since 24 April 2018)
End of the current term: 2023



Each year at least one member of the Supervisory Board leaves
at the end of the Annual General Meeting, which ensures that
the election of at least one member to the Supervisory Board
can be resolved during the annual meeting. To the extent the
departure sequence does not arise from the term of office,
it is decided by lot. In the Supervisory Board meeting that
takes place prior to the holding of an annual general meeting

for discussing proposed resolutions and nominations  in
accordance with Section 108(1) Austrian Stock Corporation
Act (Aktiengesetz, 'AkIG’), the member of the Supervisory
Board who will depart at the end of the subsequent annual
general meeting must be determined by lot. The departing
member can be reelected immediately.

Ternitz, 4 March 2019

Gerald Grohmann

Klaus Mader

Executive Board
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AUDITOR’S REPORT ™

REPORT ON THE CONSOLIDATED
FINANCIAL STATEMENTS

AUDIT OPINION
We have audited the consolidated financial statements
of SCHOELLER-BLECKMANN  OILFIELD  EQUIPMENT

Aktiengesellschaft, Temitz and of its subsidiaries (the Group)
comprising the consolidated statement of financial position as
of December 31, 2018, the consolidated statement of profit
or loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated statement
of cash flows for the fiscal year then ended and the notes to
the consolidated financial statements.

Based on our audit the accompanying consolidated
financial statements were prepared in accordance with the
legal regulations and present fairly, in all material respects,
the assets and the financial position of the Group as of
December 31, 2018 and its financial performance for the year
then ended in accordance with the Intermational Financial
Reportings Standards (IFRS) as adopted by EU, and the
additional requirements under Section 245a Austrian Company
Code UGB.

BASIS FOR OPINION

We conducted our audit in accordance with the regulation
(EU) no. 537/2014 (in the following “EU regulation”) and in
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accordance with Austrian Standards on Auditing. Those
standards require that we comply with International Standards
on Auditing (ISA). Our responsibilities under those regulations
and standards are further described in the “Auditor's
Responsibilities for the Audit of the Consolidated Financial
Statements” section of our report. We are independent of
the Group in accordance with the Austrian General Accepted
Accounting Principles and professional requirements and we
have fulfiled our other ethical responsibilities in accordance
with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a
basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the fiscal year. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters.

We considered the following matters as key audit matters for

our audit:

1. Valuation of goodwill
2. Accounting of options over non-controlling interest



1. Valuation of goodwill

DESCRIPTION

In its consolidated financial statements, SCHOELLER-
BLECKMANN  OILFIELD EQUIPMENT  Aktiengesellschaft
shows Goodwill of mEUR 161.2.

Under IFRS, as adopted by the EU, an entity is required to
annually test the amount of goodwill for impairment.

Recoverability of goodwill depends on both external factors
such as the development of oil prices, the development of input
factors for discount rates, rig counts and drilling activities as well
as internal evaluations such as the development of customer
behavior and requires management discretionary decisions.
The significant risk lies in the estimation of future cash flows
and discount rates respectively deviations therefrom.,

We refer to the disclosure in the notes to the consolidated
financial statements in sections “Note 4, pts 9" and “Note 9”.

HOW OUR AUDIT ADDRESSED THE MATTER
To address this risk, we have performed, among others, the
following audit procedures:

We have assessed the design of the entity's procedures for
conducting impairment tests.

The composition of the cash-generating units (CGUs) as well
as the allocation of the assets, liabilities and cashflows thersto
has been audited.

Forecasted sales, results and investments were reconciled to
approved budgets and material planning assumptions (sales,
expenditures, investments, changes in Working Capital) have
been assessed in order to verify the appropriateness of budget
information. Cashflows used in the group’s impairment tests
have been assessed regarding the methodology as well as
clerical accuracy. Assumptions related to discount factors as
well as growth rates have been assessed as well.
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For the CGU whose fair value exceeds the carrying amount
of its assets just slightly, planning assumptions have been
checked for plausibility using company-specific information as
well as market information and market expectations within the
industry sector.

We involved EY valuation specialists in our audit procedures
related to the assessment of the appropriateness of valuation
models, cash flow assumptions as well as input factors.

We also evaluated whether disclosures regarding impairment
testing in the notes to the consolidated financial statements
were made in line with IAS 36.

2. Accounting of options over non-controlling interest

DESCRIPTION

With contractual agreement dated April 1, 2016, SBO Group
acquired 67.73% of Downhole Technology LLC. In the course
of this business combination, a put/call-option was entered
into, which entitles SBO Group to purchase the remaining
32.27% on or after April 1, 2019. In addition, SBO Group
exercised two further options to purchase non-controlling
interest in two further entities in the financial year 2018.

In financial year 2018, for the put/call-option to acquire the
remaining stakes in Downhole Technology LLC revaluation
expenses of MEUR -1.7 were recorded through profit and
loss. The liability for this option is included in the consolidated
financial statements at mEUR 145.1 and is considered
to be a key audit matter due to its size and short-term
maturity pattern.

Out of the exercise of one of the two further options to purchase
non-controlling interest in total a valuation gain of MEUR 2.7
was recorded through profit and loss.

We refer to the disclosure of the facts in the notes to the
consolidated financial statements in section “Note 20",



HOW OUR AUDIT ADDRESSED THE MATTER
QOur audit procedures included, among others, the following:

We verified that contractual agreements for options over non-
controlling interest are still valid.

Analogous to our procedures for assessing the valuation of
goodwill, we have reconciled basic data which was relevant for
the contractually agreed purchase price formula and was used
in the calculation of the option liability at the balance sheet date
with base information as well as approved financial plans.

For the portion oriented towards the past of the relevant
purchase price formula we reconciled the values used with the
corresponding base information.

The adequacy of the valuation models as well as the discount
rates was verified. In the course of these audit procedures, EY
valuation specialists were involved.

For options exercised in the current financial year we assessed
the execution of the transaction and reproduced the calculation
of the exercise price.

We have evaluated the appropriateness of the disclosures in
the notes related to existence and changes in valuation of all
options.

RESPONSIBILITIES OF MANAGEMENT AND OF THE
AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

Management is responsible for the preparation of the
consolidated financial statements in accordance with IFRS
as adopted by the EU, and the additional requirements under
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Section 245a Austrian Company Code UGB for them to
present a true and fair view of the assets, the financial position
and the financial performance of the Group and for such
internal controls as management determines are necessary
to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud
or error.

In  preparing the consolidated financial — statements,
management is responsible for assessing the Group’s ability to
continue as a going concem, disclosing, as applicable, matters
related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the
Group or to cease operations, or has no realistic altemative but
to do so.

The Audit Committee is responsible for overseeing the Group's
financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or
error, and 1o issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not
a guarantee that an audit conducted in accordance with the
EU regulation and in accordance with Austrian Standards on
Auditing, which require the application of ISA, always detect a
material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis
of these financial statements.



As part of an audit in accordance with the EU regulation and in
accordance with Austrian Standards on Auditing, which require
the application of ISA, we exercise professional judgment and
maintain professional scepticism throughout the audit.

We also:

e dentify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations,
or the override of internal control.

e Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Group’s
internal contral.

e cvaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by management.

e conclude on the appropriateness of management's use
of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant
doubt on the Group’s ability to continue as a going concem.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events
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or conditions may cause the Group to cease to continue as
a going concem.

e cvaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent
the underlying transactions and events in a manner that
achieves fair presentation.

e obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies
in intermal control that we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance in
the audit of the financial statements of the current period and
are therefore the key audit matters. We describe these matters
in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should
not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.



REPORT ON OTHER LEGAL AND
REGULATORY REQUIREMENTS

COMMENTS ON THE MANAGEMENT REPORT FOR THE
GROUP

Pursuant to Austrian  Generally Accepted Accounting
Principles, the management report for the Group is to be
audited as to whether it is consistent with the consolidated
financial statements and as to whether the management report
for the Group was prepared in accordance with the applicable
legal regulations.

Regarding the consolidated non-financial statement contained
in the group management report, it is our responsibility
to examine whether it has been prepared, to read it and to
evaluate whether it is, based on our knowledge obtained in
the audit, materially inconsistent with the consolidated financial
statements or otherwise appears to be materially misstated.

Management is responsible for the preparation of the
management report for the Group in accordance with Austrian
Generally Accepted Accounting Principles.

We conducted our audit in accordance with Austrian Standards
on Auditing for the audit of the management report for the
Group.

OPINION

In our opinion, the management report for the Group was
prepared in accordance with the valid legal requirements,
comprising the details in accordance with Section 243a
Austrian Company Code UGB, and is consistent with the
consolidated financial statements.
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STATEMENT

Based on the findings during the audit of the consolidated
financial statements and due to the thus obtained
understanding conceming the Group and its circumstances
no material misstatements in the management report for the
Group came to our attention.

OTHER INFORMATION

Management is responsible for the other information. The
other information comprises the information included in the
annual report, but does not include the consolidated financial
statements, the management report for the Group and the
auditor’s report thereon. The annual report is estimated to be
provided to us after the date of the auditor's report. Our opinion
on the consolidated financial statements does not cover the
other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information, as
soon as it is avallable, and, in doing so, to consider whether -
based on our knowledge obtained in the audit - the other
information is materially inconsistent with the consolidated financial
statements or otherwise appears to be materially misstated.

ADDITIONAL INFORMATION IN ACCORDANCE WITH
ARTICLE 10 EU REGULATION

We were elected as auditor by the ordinary general meeting at
April 24, 2018. We were appointed by the Supervisory Board
on April 24, 2018. We are auditors without cease since 1996.



We confirm that the audit opinion in the Section “Report on RESPONSIBLE AUSTRIAN CERTIFIED PUBLIC ACCOUNTANT
the consolidated financial statements” is consistent with the
additional report to the audit committee referred to in article 11
of the EU regulation.

The engagement partner is Mag. Karl Fuchs, Certified Public
Accountant.

We declare that no prohibited non-audit services (article 5 par. 1
of the EU regulation) were provided by us and that we remained
independent of the audited company in conducting the audit.

Vienna, March 4, 2019

Ernst & Young
Wirtschaftsprifungsgesellschaft m.b.H.

Mag. Karl Fuchs mp Dipl.-Ing. (FH) Mag. Manfred Siebert mp
Wirtschaftsprufer / Certified Public Accountant Wirtschaftsprufer / Certified Public Accountant

) This report is a translation of the original report in German, which is solely valid. Publication or sharing with third parties of the consolidated fi-nancial statements together with our auditor's
opinion is only allowed if the consolidated financial statements and the management report for the Group are identical with the German audited version. This audit opinion is only applicable to
the German and complete consolidated financial statements with the management report for the Group. Section 281 paragraph 2 UGB (Austrian Company Code) applies to alterated versions.
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REPORT OF THE SUPERVISORY BOARD
ON THE 2018 FINANCIAL YEAR

In the 2018 financial year, the Supervisory Board performed
its duties assigned to it by law and the Company's articles
of association. It held five meetings and received regular oral
and written reports about the business development and
situation of the Company and its Group companies from the
Executive Board, including information about relevant business
occurrences. The discussions between the Supervisory Board
and Executive Board focused on the strategic orientation
and development of the Group as well as on key business
transactions and measures.

At the 2018 Annual General Meeting, a personnel change
took place in the Supervisory Board. Peter Pichler resigned
from the Supervisory Board. The Supervisory Board thanks
him for his many years of services at the Supervisory Board.
Sonja Zimmermann was elected to succeed Mr. Pichler as
member of the Supervisory Board. Apart from this change,
the Supervisory Board and the Executive Board remained
unchanged during the 2018 financial year.

The Supervisory Board has two committees: The Audit
Committee and the Nomination and Remuneration Committee.

In the 2018 financial year, the Nomination and Remuneration
Committee convened once to prepare the above change in the
Supenvisory Board and to deal with matters regarding the extension
of employment contracts and compensation of the members of
the Executive Board.

The Audit Committee held two meetings in the 2018
financial year to discuss the financial reports of the Company
(consolidated and annual financial statements) and performed
the duties assigned to it according to section 92 (4a) Austrian
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Stock Corporation Act (AktG). Representatives of Deloitte
Schwarz & Schmid Wirtschaftsprifungs GmbH as auditor of
the annual financial statements of the Company and of Emst
& Young Wirtschaftsprifungsgesellschaft m.b.H. as auditor
of the consolidated financial statements of the Company
attended the meeting of the Audit Committee which dealt with
preparation of the adoption of the annual and consolidated
financial statements 2017 and their audits and reported about
the auditing process. Additionally, the Audit Committee held
a meeting for in-depth discussion about the planning of the
audit of the financial statements and consolidated financial
statements 2018 with representatives of Emst & Young
Wirtschaftsprifungsgesellschaft  m.b.H. The Supervisory
Board was informed regularly about the results of the meetings
of the Audit Committee.

The annual financial statements as of 31 December 2018
and the management report were audited by Emst & Young
Wirtschaftsprifungsgesellschaft m.b.H. The audit revealed
that the annual financial statements comply with legal
requirements, give a true and fair view of the Company's
assets and financial position as of 31 December 2018 and
of the earnings situation of the Company for the financial year
from 1 January 2018 to 31 December 2018, and that the
management report has been prepared in accordance with
applicable legal requirements, contains accurate information
pursuant to section 243a Austrian Commercial Code (UGB)
and is consistent with the annual financial statements and
that the Corporate Governance-Report required according to
section 243c Austrian Commercial Code (UGB) was prepared
by analogy with the provisions of section 251 (3) Austrian
Commercial Code (UGB).



The consolidated financial statements as of 31 December 2018,
which have been prepared in accordance with the International
Financial Reporting Standards (FRS) to be applied in the
EU, and the consolidated management report were audited
by Emst & Young Wirtschaftsprifungsgesellschaft m.b.H.
The audit revealed that the consolidated financial statements
comply with legal requirements, give a true and fair view of the
Group's assets and financial position as of 31 December 2018
and of the eamnings situation and the cashflows of the
Group for the 2018 financial year, and that the consolidated
management report has been prepared in accordance with
applicable legal requirements, contains accurate information
pursuant to section 243a Austrian Commercial Code (UGB)
and is consistent with the consolidated financial statements
and that the consolidated non-financial statement pursuant
to section 267a Austrian Commercial Code (UGB) and
the consolidated Corporate Governance-Report  required
according to section 267b Austrian Commercial Code (UGB)
was prepared by analogy with the provisions of section 251 (3)
Austrian Commercial Code (UGB).

As the audits did not give rise to any objections, the auditors
issued unqualified audit opinions both for the annual financial
statements 2018 and the consolidated financial statements 2018.

Atits meetingon 18 March 2019, and after discussion and review
by the Audit Committee, the Supervisory Board reviewed the
submitted annual financial statements as of 31 December 2018
and the management report as well as the consolidated
financial statements as of 31 December 2018 and the
consolidated management report including the non-financial
statement pursuant to section 267a Austrian Commercial
Code (UGB) and the Corporate Governance-Report. The final
results of these reviews did not give rise to any objections. At its
meeting on 18 March 2019, the Supervisory Board approved
the annual financial statements as of 31 December 2018,
which are therefore deemed adopted pursuant to section
96 (4) Austrian Stock Corporation Act (AKIG). In addition, the
Supervisory Board consented at that meeting to the proposal
submitted by the Executive Board regarding appropriation of
the net profit reported in the annual financial statements of the
Company as of 31 December 2018.

The Supervisory Board extends its thanks and appreciation
to the members of the Executive Board and all employees of
the SBO Group for their strong commitment and performance
in the 2018 financial year and thanks the shareholders and
customers of the SBO Group for their trust.

Ternitz, 18 March 2019

The Supervisory Board

Norbert Zimmermann

. Chairman A]
/'\ i —— — o
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SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft

10.
1.

13

14,
15.

16.
17.
18.

GEWINN- UND VERLUSTRECHNUNG

fiir das Geschiftsjahr vom 1. Jénner bis 31. Dezember 2018

2018 2017
EUR TEUR

. Umsatzerlose 7.780.601,57 6.209

. sonstige betriebliche Ertrage
a) Ertrage aus der Auflésung von Riickstellungen 0,00 30
b) ubrige 3.759.864,66 932

3.759.864,66 962

. Personalaufwand
a) Léhne -215.736,68 -197
b) Gehalter -4.104.951,47 -2.311
c) soziale Aufwendungen

aa) Aufwendungen fiir Altersversorgung -178.201,93 -125
bb) AgfwenFiungen fur Abfertigungen und Leistungen an betriebliche -673.586,34 493
Mitarbeitervorsorgekassen

cc) Aufwendungen fiir gesetzlich vorgeschriebene Sozialabgaben sowie vom
Entgelt abhangige Abgaben und Pflichtbeitrage -364.361,03 -415
dd) Ubrige -518,78 -1
-1.216.668,08 -1.034
-5.5637.356,23 -3.542

. Abschreibungen

auf immaterielle Gegenstande des Anlagevermégens und Sachanlagen -558.698,95 -560

. sonstige betriebliche Aufwendungen
a) Steuern, soweit sie nicht unter Z 15 fallen -99.915,25 -133
b) ubrige -7.013.004,74 -6.400

-7.112.919,99 -6.533

. Zwischensumme aus Z 1 bis 5 (Betriebserfolg) -1.668.508,94 -3.464

. Ertrédge aus Beteiligungen 26.113.003,23 12.977
davon aus verbundenen Unternehmen EUR 26.113.003,23 (Vorjahr TEUR 12.977)

. Ertréage aus anderen Wertpapieren und Ausleihungen des Finanzanlagevermégens 2.180.303,17 2.591
davon aus verbundenen Unternehmen EUR 2.178.392,17 (Vorjahr TEUR 2.589)

. sonstige Zinsen und &hnliche Ertrage 2.227.391,55 732
davon aus verbundenen Unternehmen EUR 701.666,26 (Vorjahr TEUR 261)

Ertrége aus der Zuschreibung zu Finanzanlagen 1.581.708,69 0
Aufwendungen aus Finanzanlagen -9.824.161,00 -3.060
a) davon Abschreibungen EUR -9.610.760,60 (Vorjahr TEUR -3.060)

b) davon Aufwendungen aus verbundenen Unternehmen EUR -9.824.161,00 (Vorjahr TEUR -3.060)

. Zinsen und ahnliche Aufwendungen -4.772.701,51 -4.271
davon betreffend verbundene Unternehmen EUR -698.540,70 (Vorjahr TEUR -784)

. Zwischensumme aus Z 7 bis 12 (Finanzerfolg) 17.505.544,13 8.969
Ergebnis vor Steuern (Zwischensumme aus Z 6 und Z 13) 15.837.035,19 5.505
Steuern vom Einkommen und vom Ertrag -800.602,84 1.522
davon latente Steuern EUR -3.253.421,70 (Vorjahr TEUR 2.847)

Jahresiiberschuss 15.036.432,35 7.027
Gewinnvortrag aus dem Vorjahr 2.558.310,65 3.511
Bilanzgewinn 17.594.743,00 10.538
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ANHANG ZUM JAHRESABSCHLUSS 2018

I. Allgemeine Angaben

Der Jahresabschluss der SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesell-
schaft (SBO), mit Sitz in Ternitz, wurde nach den Vorschriften des Unternehmensgesetzbu-
ches (§§ 189ff UGB) in der geltenden Fassung erstellt.

Der Jahresabschluss wurde unter Beachtung der Grundséatze ordnungsmaRiger Buchfiihrung
sowie unter Beachtung der Generalnorm, ein mdglichst getreues Bild der Vermdgens-, Finanz-
und Ertragslage des Unternehmens zu vermitteln, aufgestellt.

Bei der Erstellung des Jahresabschlusses wurde der Grundsatz der Vollstandigkeit eingehal-
ten.

Bei der Bewertung der einzelnen Vermdgensgegenstande und Schulden wurden der Grund-
satz der Einzelbewertung und eine Fortflihrung des Unternehmens unterstellt. Dem Vorsichts-
prinzip wurde dadurch Rechnung getragen, dass nur die am Abschlussstichtag verwirklichten
Gewinne ausgewiesen wurden.

Fur erkennbare Risiken und drohende Verluste, die aus dem vergangenen und friiheren Ge-
schaftsjahren resultieren und in der Zukunft schlagend werden kénnten, wurden entspre-
chende Vorsorgen in die Bilanz eingestellt.

Die Gewinn- und Verlustrechnung wurde nach dem Gesamtkostenverfahren erstellt.

Die SBO erstellt einen Konzernabschluss gemaR § 245a UGB nach international anerkannten
Rechnungslegungsgrundsatzen. Der Konzernabschluss wird beim Firmenbuch des Handels-
gerichtes Wiener Neustadt hinterlegt.

Die Gesellschaft ist Gruppentrager einer Unternehmensgruppe gemal § 9 KStG seit 2005.

Bei der Summierung von gerundeten Betragen und Prozentangaben kénnen durch Verwen-
dung automatischer Rechenhilfen rundungsbedingte Rechendifferenzen auftreten.
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Il. Bilanzierungs- und Bewertungsmethoden

Bei der Bewertung des Anlagevermogens wurde das Niederstwertprinzip eingehalten. Die
vorgenommenen Abschreibungen tragen den verbrauchsbedingten und sonstigen Wertmin-
derungen voll Rechnung. Die planmaflige Abschreibung wird linear vorgenommen.

Die Forderungen und sonstigen Vermogensgegenstande wurden nach dem strengen Nie-
derstwertprinzip bilanziert. Fremdwahrungsforderungen wurden mit dem Devisen-Kurs zum
Bilanzstichtag oder zu niedrigeren Anschaffungskursen bewertet. Allen erkennbaren Einzelri-
siken wurde durch Wertberichtigungen Rechnung getragen. Pauschalwertberichtigungen wur-
den nicht vorgenommen.

Auf Fremdwahrung lautende Guthaben bei Kreditinstituten wurden mit dem Devisen-Kurs
zum Bilanzstichtag bilanziert.

Die Bewertung der Verbindlichkeiten erfolgte unter Bedachtnahme auf den Grundsatz der
Vorsicht mit ihrem Erflllungsbetrag. Fremdwahrungsverbindlichkeiten wurden mit ihrem Ent-
stehungskurs oder mit dem hdéheren Devisen-Kurs zum Bilanzstichtag bewertet.

Die Berechnung der Abfertigungsriickstellungen erfolgte mittels versicherungsmathemati-
schem Verfahren gemaf IAS 19 (Methode der laufenden Einmalpramien). Hierzu wurden die
folgenden Berechnungsannahmen verwendet: Zinssatz 1,8 % (Vorjahr: 1,7 %), Gehaltssteige-
rung 3,5 % (Vorjahr: 3,5 %) p. a., Pensionseintrittsalter gemaf den aktuellen gesetzlichen Re-
gelungen. Im Rahmen der Ermittlung der Abfertigungsruckstellung erfolgt die Verteilung des
Dienstzeitaufwandes Uber den Zeitraum vom Eintritt in das Unternehmen bis zum Zeitpunkt
des geplanten Pensionsantrittes des jeweiligen Dienstnehmers.

Die Jubilaumsgeldriickstellungen wurden ebenfalls gemaf IAS 19 berechnet.
Aus der Umstellung der Sterbetafeln in 2018, die der Berechnung der Rickstellung zugrunde

liegen, ergab sich zum 31.12.2018 bei den Abfertigungen eine Erhéhung um TEUR 36,8 sowie
bei den Jubildumsgeldern um TEUR 5,7.

Ill. Erlauterungen zu den Posten der Bilanz und der Gewinn- und Verlustrechnung

1. ERLAUTERUNGEN ZUR BILANZ

ANLAGEVERMOGEN

Die Entwicklung des Anlagevermaogens ist im beiliegenden Anlagenspiegel dargestellt.

Das abnutzbare Anlagevermoégen wird Uber folgende Nutzungsdauern planmafig linear ab-
geschrieben:

- EDV-Software 4 Jahre
- Rechte 15 Jahre
- Gebaude und Grundstiickseinrichtungen 10 bis 50 Jahre
- Betriebs- und Geschéaftsausstattung 4 bis 8 Jahre
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Bei den Anteilen an verbundenen Unternehmen gab es folgende wesentliche Bewegungen:

- Schoeller-Bleckmann de Mexico S. A.de C. V.
Abwertung TEUR -3.111

- Schoeller-Bleckmann Canada Ltd.
Abwertung TEUR -6.500

Zum Bilanzstichtag 31.12.2018 wurden Werthaltigkeitstests fur die enthaltenen Anteile an ver-
bundenen Unternehmen durchgeflihrt. Die Bewertung erfolgte auf Basis der vorliegenden Pla-
nungen durch Diskontierung der prognostizierten Cashflows unter Heranziehung eines Kapi-
talkostensatzes nach Steuern, welcher aufgrund aktueller Marktdaten fiir vergleichbare Unter-
nehmen im selben Industriezweig unter Berlcksichtigung der Ianderspezifischen Inflationser-
wartungen ermittelt wurde.

Die Cashflows wurden auf Basis der prognostizierten Umsatze und der hierflir notwendigen
Kapazitaten (insb. Personalausstattung sowie Investitionen in das Anlagevermdégen und in das
Working Capital) ermittelt.

Die Bewertung wird am starksten von den Umsatzerlésen beeinflusst.

Die Umsatzplanungen werden erstellt, indem einerseits die gesamtheitliche Entwicklung der
Oilfield Service Industrie bertcksichtigt wird (im Wesentlichen in Form der erwarteten zukunf-
tigen CAPEX Spendings) und andererseits auch die unternehmensspezifischen Kundenbezie-
hungen und regionalen Marktgegebenheiten einbezogen werden.

Die Umsatzplanungen im Bereich Manufacturing bertlicksichtigen zudem die bereits vorhan-
denen Auftragsstande der wichtigsten Kunden.

Fir die nachhaltige Planung der Umsatzerlése und Cashflows wird auch die aus der Vergan-
genheit abgeleitete Zyklizitdt der Branche, sofern relevant, herangezogen.

Die Margenplanung wird aus dem geplanten Produktmix und den entsprechenden Preiserwar-
tungen sowie den prognostizierten Kostenentwicklungen abgeleitet.

Fir die erwarteten Erldse werden einerseits die bisher erzielten Preise bzw. die Preise von
allenfalls vorhandenen Kundenauftragen herangezogen als auch zukinftige Marktindikationen
auf Basis von Rickmeldungen des Vertriebs verwendet.

Die Kostenentwicklungen basieren auf den variablen Kosten in Form von bekannten oder er-
warteten Materialpreisentwicklungen (basierend auf Preisindikationen bestehender Lieferan-
ten, Materialpreisentwicklungen auf Rohstoffmarkten und daraus ableitbare Trends sowie auf
der unterstellten Mengenplanung) und auf den erwarteten fixen Kosten in Form von geplanten
Erhaltungs-Investitionen in Maschinen, Anlagen und in die Mietflotte. Weiters wird die erfor-
derliche Personalausstattung (basierend auf geplantem Headcount, erforderlicher Qualifika-
tion der bendtigten Mitarbeiter sowie der aufgrund der aktuellen Wirtschaftslage erwarteten
Personalkosten) berticksichtigt.

Die durchgefuhrten Werthaltigkeitstests haben in 2018 zu den oben dargestellten Wertminde-
rungen bei den Beteiligungsansatzen gefiihrt (in 2017 zu keinen Wertminderungen).
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Die Ausleihungen betrafen ausschlieRlich Konzerngesellschaften. Deren Fristigkeit stellt sich

wie folgt dar:
in TEUR <1 Jahr 1-5 Jahre > 5 Jahre | Bilanzwert
31.12.2018 0,0 34.934,5 0,0 34.934,5
31.12.2017 0,0 20.845,5 20.845,5 41.691,0
UMLAUFVERMOGEN

Forderungen und sonstige Vermogensgegenstande

Die Forderungen gegenuber verbundenen Unternehmen resultieren ausschliellich aus
Konzernfinanzierungen.

Die grofiten Positionen in den sonstigen Forderungen waren Darlehen an Mitarbeiter von
Konzerngesellschaften (TEUR 6.355,6; Vorjahr: TEUR 7.537,5).

Die in den sonstigen Forderungen enthaltenen Ertrage, welche nach dem Abschlussstichtag
zahlungswirksam werden, betrafen Zinsabgrenzungen (TEUR 668,1; Vorjahr: TEUR 40,6).

Aktive latente Steuern

Die aktiven latenten Steuern wurden zum Bilanzstichtag flir folgende Posten gebildet:
Beteiligungen, Sachanlagen, Personalrtickstellungen und steuerliche Verlustvortrage, welche
in den Folgejahren verwertet werden kénnen. Aufgrund der mittelfristigen Planungsrechnung
werden, gestutzt durch ansteigende Auftragseingange und mittelfristig zunehmende Investiti-
onserwartungen fiur die Olfeld-Serviceindustrie, zukinftig steuerliche Gewinne erwartet,
wodurch der Ansatz der aus dem Verlustvortrag stammenden latenten Steuern gerechtfertigt
wird.

Die Bewertung der latenten Steuern erfolgte mit einem Steuersatz von 25%. Der Ruckgang
im Jahr 2018 ergibt sich im Wesentlichen aus der Verrechnung von Vorjahresverlusten mit
steuerlichen Gewinnen der Steuergruppe in 2018.

EIGENKAPITAL

Das eingeforderte und eingezahlte Grundkapital von TEUR 16.000,0 besteht aus 16.000.000
auf Inhaber lautende Aktien zu je EUR 1,00.

In der Hauptversammlung vom 24. April 2018 wurde der Vorstand fur die Dauer von 30 Monaten
ermachtigt, eigene Aktien der Gesellschaft bis zu maximal 10 % des Grundkapitals zu erwerben.
Im Dezember 2018 hat die Gesellschaft 10.000 Stlick eigene Aktien mit einem Kaufpreis von
TEUR 586,4 zur Erfullung des bestehenden anteilsbasierten Vergltungsprogramms erworben.
In 2017 hat die Gesellschaft von der Ermachtigung laut Hauptversammlungsbeschluss vom
27. April 2016 keinen Gebrauch gemacht.
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Zum Bilanzstichtag 2018 halt die Gesellschaft 50.597 Stiick eigene Aktien (Vorjahr: 46.597
Stlck). Dies entspricht einem Anteil von 0,32 % (Vorjahr: 0,29 %) am Grundkapital mit einem
Anschaffungswert von TEUR 2.812,2 (Vorjahr TEUR 2.554,7). Die Anzahl der im Umlauf be-
findlichen Aktien betragt somit 15.949.403 Stlck (Vorjahr: 15.953.403 Stiick).

Die gebundene Kapitalricklage betrug zum Bilanzstichtag TEUR 70.026,6 (Vorjahr:
TEUR 70.022,6) und resultiert im Wesentlichen aus dem Agio bei der Ausgabe junger Aktien
in 1997 und in 2005. Die Veranderung in 2018 resultiert aus dem Erwerb sowie dem Abgang
von eigenen Anteilen und einer Umgliederung zur Optionsriicklage.

Die gesetzliche Rucklage betrug zum Bilanzstichtag unverandert TEUR 785,3.

Die freie Rucklage betrug zum Bilanzstichtag TEUR 14.057,9 (Vorjahr: TEUR 14.328,1). Die
Veranderung in 2018 resultiert aus dem Erwerb bzw. der Ubertragung eigener Anteile.

Die Optionsriicklage in Zusammenhang mit einem im Jahr 2014 vereinbarten und in 2018
verlangerten Vorstandsvergltungsprogramm fir die kiinftige Abgabe von eigenen Aktien be-
tragt zum Bilanzstichtag TEUR 3.628,5 (VJ: TEUR 2.302,8).

Gemal dem Hauptversammlungsbeschluss vom 24. April 2018 wurden vom Bilanzgewinn

2017 TEUR 7.979,7 an die Aktionare ausgeschuttet und die verbleibenden TEUR 2.558,3 auf
neue Rechnung vorgetragen.

RUCKSTELLUNGEN

In den ubrigen Riickstellungen sind enthalten:

in TEUR 31.12.2018 31.12.2017
Jubildumsgeldriickstellungen 454 35,9
Ruckstellungen fir nicht konsumierte Urlaube 455,0 364,9
sonstige Personalruckstellungen 976,6 362,1
Bilanzveroffentlichung 182,0 168,0
Rechts-, Prifungs- und Beratungskosten 168,7 159,7
Sonstige Ruckstellungen 320,2 39,0
Summe 2.147,9 1.129,6

VERBINDLICHKEITEN

Im Geschaftsjahr 2018 wurden langfristige Schuldscheindarlehen und Inhaberschuldver-
schreibungen in Hohe von TEUR 137.250 sowie Kredite in Hohe von TEUR 20.000 aufgenom-
men. Davon werden Inhaberschuldverschreibungen in Héhe von TEUR 21.000 in den sonsti-
gen Verbindlichkeiten ausgewiesen, da diese nicht von Kreditinstituten gezeichnet wurden.

Die Verbindlichkeiten gegeniiber verbundenen Unternehmen resultieren ausschlief3lich
aus Konzernfinanzierungen.

In den sonstigen Verbindlichkeiten sind Aufwendungen in Héhe von TEUR 3.042,5 (Vorjahr:
TEUR 1.666,9) enthalten, die nach dem Abschlussstichtag zahlungswirksam werden.

In den Verbindlichkeiten gegenuber Kreditinstituten ist ein Betrag von TEUR 62.285,7 mit einer
Restlaufzeit von mehr als finf Jahren enthalten (Vorjahr: TEUR 21.590,9).

In den sonstigen Verbindlichkeiten ist ein Betrag von TEUR 21.066,1 mit einer Restlaufzeit
von mehr als flinf Jahren enthalten (Vorjahr: TEUR 330,8).
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HAFTUNGSVERHALTNISSE

Haftungsverhaltnisse bestanden in folgendem Ausmal}:

31.12.2018 31.12.2017
davon fiir davon fiir
in TEUR Gesamtbetrag verbundene Gesamtbetrag verbundene
Unternehmen Unternehmen
Haftungen fur Kredite und 27.851,3 27.851,3 |  30.846,1 30.846,1
Kurssicherungen

Daruber hinaus wurden fur ein Bankdarlehen eines verbundenen Unternehmens Pfandrechte
an Liegenschaften der Gesellschaft bis zu einem Hoéchstbetrag von TEUR 12.300,0 einge-
raumt (Vorjahr: TEUR 12.300,0).

Weiters hat die Gesellschaft gegenuber drei verbundenen Unternehmen Patronatserklarungen

abgegeben, die eine unwiderrufliche Zusicherung enthalten, diese Unternehmen derart zu un-
terstltzen, dass diese jederzeit ihren finanziellen Verpflichtungen nachkommen kénnen.

FINANZIELLE VERPFLICHTUNGEN

Im Zuge eines Unternehmenszusammenschlusses im Jahr 2016 hat die Gesellschaft den an-
deren Gesellschaftern das ab 1. April 2019 jederzeit ausliibbare Recht eingerdaumt, ihre Anteile
der Gesellschaft anzubieten und hat sich diesfalls verpflichtet, die angebotenen Anteile zu
erwerben. Zudem hat die Gesellschaft das Recht erworben, ab 1. April 2019 jederzeit die An-
teile der anderen Gesellschafter zu erwerben, welche sich dazu verpflichtet haben, die Anteile
diesfalls an die Gesellschaft zu Ubertragen (Put- und Call-Option). Der Kaufpreis ist jeweils
von den erzielten Ergebnissen des erworbenen Unternehmens abhangig.

Hinsichtlich der im Zuge von zwei Unternehmenszusammenschlissen in den Jahren 2012 und
2014 abgeschlossenen Optionsvereinbarungen haben im Geschaftsjahr 2018 zwei Tochter-
gesellschaften der SBO diese Anteile der jeweils anderen Gesellschafter erworben.

Die Gesellschaft hat sich verpflichtet, fur eine Wettbewerbsvereinbarung jahrlich USD 500.000
zu zahlen, sofern sich der Vertragspartner wahrend der Laufzeit bis 2020 an die Vertragsbe-
dingungen halt.

Aus der Nutzung von nicht in der Bilanz ausgewiesenen Sachanlagen auf Grund von Miet-
oder Leasingvertragen bestehen keine wesentlichen Verpflichtungen.
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2. ERLAUTERUNGEN ZUR GEWINN- UND VERLUSTRECHNUNG

UMSATZERLOSE

Die grofiten Posten sind:

in TEUR 2018 2017
Verrechnete Holdingleistungen 5911,3 | 4.359,1
Mietertrage 1.869,3 1.849,7
SONSTIGE BETRIEBLICHE ERTRAGE
Die gréften Posten sind:
in TEUR 2018 2017
Kursgewinne 3.753,5 931,0

PERSONALAUFWAND

Im Posten Aufwendungen fiir Abfertigungen und Leistungen an betriebliche Mitarbeiter-
Vorsorgekassen sind Leistungen an betriebliche Mitarbeiter-Vorsorgekassen in der Hohe von

TEUR 23,1 (Vorjahr: TEUR 22,1) enthalten.

Von den Aufwendungen fir Abfertigungen und Pensionen entfallen TEUR 819,7 (Vorjahr:

TEUR 550,7) auf die Mitglieder des Vorstands.

SONSTIGE BETRIEBLICHE AUFWENDUNGEN

Die grofdten Posten in den ubrigen sonstigen betrieblichen Aufwendungen sind:

in TEUR 2018 2017

Rechts-, Prifungs- und Beratungskosten 2.263,2 1.256,3
Kursverluste 1.396,2 2.626,7
Dienstleistungen Konzern 4177 405,0
Versicherungen 356,6 169,9

Darlber hinaus sind Spesen des Geldverkehrs, EDV-Aufwand sowie sonstige Verwaltungs-

und Vertriebsaufwendungen unter dieser Position verbucht.

BETEILIGUNGSERGEBNIS

Die Ertrage aus Beteiligungen betreffen nachfolgende Gesellschaften:

in TEUR 2018 2017

SCHOELLER-BLECKMANN Oilfield Technology GmbH | 20.000,0 0,0
DSI FZE 6.113,0 | 8.472,4
Schoeller-Bleckmann Qilfield Equipment (UK) Ltd. 0,0 | 4.505,0
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STEUERN VOM EINKOMMEN UND VOM ERTRAG

Die SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft hat die Moglich-
keit der Bildung einer steuerlichen Unternehmensgruppe gemal § 9 KStG unter Anwendung
der Belastungsmethode genutzt. Gruppenmitglieder sind:

Inland:
-  SCHOELLER-BLECKMANN Oilfield Technology GmbH., Ternitz.................. (ab 2008)
Ausland:
- Schoeller-Bleckmann de Mexico S. A. de C. V., Monterrey ............ccccoovvvunnn... (ab 2005)
- Schoeller-Bleckmann Oilfield Equipment Vietnam LLC, Binh Duong.............. (ab 2009)

Im Geschaftsjahr 2018 weist die Gesellschaft nach Verrechnung der Steuerumlagen an inlan-
dische Gruppenmitglieder in Hohe von TEUR 1.008,3 (Vorjahr: TEUR 0,0) einen Steuerauf-
wand in Hohe von TEUR 800,6 (Vorjahr: Steuerertrag von TEUR 1.522,3) aus.

Darin sind Aufwendungen fir Quellensteuern in Hohe von TEUR 40,4 (Vorjahr: TEUR 32,2)
sowie ein auf Vorjahre entfallender Steueraufwand von TEUR 104,5 (Vorjahr: Steuerertrag
TEUR 68,3) enthalten.

BILANZGEWINN

Das Geschaftsjahr 2018 schliet mit einem Jahresuberschuss von TEUR 15.036,4. Zuzuglich
des Gewinnvortrags aus 2017 ergibt sich ein Bilanzgewinn von TEUR 17.594,7.

Der Vorstand schlagt vor, an die dividendenberechtigten Aktien eine Dividende von EUR 1,00
je Aktie (Vorjahr EUR 0,50) auszuschitten und den verbleibenden Bilanzgewinn auf neue
Rechnung vorzutragen.
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IV.Sonstige Angaben

GESCHAFTSFALLE MIT NAHESTEHENDEN UNTERNEHMEN UND PERSONEN

Fir das Geschaftsjahr 2018 liegen keine berichtspflichtigen Geschéaftsfalle gemaf
§ 238 (1) Z 12 UGB vor.

AUFWENDUNGEN FUR DEN ABSCHLUSSPRUFER

Die Aufwendungen fur den Abschlussprufer 2018 sind dem Konzernabschluss der
SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft zu entnehmen.

Im Jahr 2017 sind fur den Abschlussprifer, die Deloitte Schwarz & Schmid Wirtschaftspru-
fungs GmbH, und mit diesem verbundene Unternehmen folgende Aufwendungen angefallen:

- Prufung des Jahresabschlusses ........... TEUR 21,0
- Steuerberatungsleistungen ................... TEUR 21,2
- Sonstige Leistungen ..........cccccvvviviiininnnns TEUR 5,0

EREIGNISSE VON BESONDERER BEDEUTUNG NACH DEM BILANZSTICHTAG

Nach dem Bilanzstichtag sind keine Ereignisse von besonderer Bedeutung eingetreten, die zu
einer anderen Darstellung der Vermdgens-, Finanz- und Ertragslage gefuhrt hatten.

V. Angaben iiber Beteiligungen und Beziehungen zu verbundenen Unternehmen

Verbundene Unternehmen im Sinne des § 189a Z 8 UGB sind alle Unternehmen, die dem
Konzern der SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft, Ternitz,
angehoren. Geschéafte mit diesen Gesellschaften werden wie mit unabhangigen Dritten abge-
wickelt.
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VI. Angaben liber Organe und Arbeitnhehmer

Der durchschnittliche Personalstand gliedert sich wie folgt:

2018 2017
Gehaltsempfanger 13 16
Lohnempfanger 8 8
Summe Mitarbeiter 21 24

Die Bezlige fur die Mitglieder des Vorstands betrugen im Jahr 2018 TEUR 1.388, davon fixer
Anteil TEUR 1.108, davon variabler Anteil TEUR 280 (Vorjahr: TEUR 1.223, davon fixer Anteil
TEUR 943, davon variabler Anteil TEUR 280).

Im Geschéftsjahr 2014 wurde dem Vorstandsvorsitzenden Ing. Gerald Grohmann fur Vor-
standstatigkeiten unter der Voraussetzung eines jeweils aktiven Dienstverhaltnisses eine jahr-
liche Ubertragung von jeweils 6.000 Stiick SBO Aktien zugesagt, wobei die erste Ubertragung
2014 erfolgte. Diese Aktien unterliegen auf die Dauer von 2 Jahren ab der jeweiligen Ubertra-
gung, langstens aber bis zur Beendigung des Dienstvertrages, einer Verfligungs- und Belas-
tungsbeschrankung seitens Herrn Ing. Grohmann. Die Vereinbarung wurde in 2018 im Rah-
men der Verlangerung des Dienstvertrages bis 2021 verlangert. Der Kurswert zum Zeitpunkt
der Ubertragung von 6.000 Aktien in 2018 betrug TEUR 536 (Vorjahr: TEUR 392). Zum
31.12.2018 betragt der Kurswert der 12.000 Stiick bereits Ubertragenen und einer Verfligungs-
beschrankung unterliegenden Aktien TEUR 688 (Vorjahr: 12.000 Stick mit Kurswert
TEUR 1.020).

Weiters wurde im Geschaftsjahr 2014 dem Vorstandsvorsitzenden eine freiwillige Abfertigung
in Héhe von 30.000 Stick SBO Aktien bei Vertragsende zugesagt. Der Aufwand betreffend
aktienbasierter Vergutungen ist aufgrund der bestehenden Verfigungsbeschrankung bzw. der
erst bei Ende des Dienstverhaltnisses gewahrten Abfertigung in den oben dargestellten Bezu-
gen nicht enthalten.

Im Geschéftsjahr 2018 erhielten die Aufsichtsratsmitglieder in Summe eine Vergltung von
TEUR 159 (Vorjahr: TEUR 39,0).
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Aufsichtsrat:

Mag. NORBERT ZIMMERMANN
Vorsitzender seit 10.04.1995

Mag. Brigitte EDERER
Mitglied seit 23.04.2014, stellvertretende Vorsitzende seit 24.04.2018

Dr. PETER PICHLER (bis 24.04.2018)
Mitglied seit 10.04.1995, stellvertretender Vorsitzender seit 29.04.2003

Mag. DI HELMUT LANGANGER
Mitglied seit 29.04.2003

Mag. Dr. WOLFRAM LITTICH
Mitglied seit 27.04 2016

Dr. KARL SCHLEINZER
Mitglied seit 24.05.1995

Mag. SONJA ZIMMERMANN
Mitglied seit 24.04 2018

Vorstand:

Ing. GERALD GROHMANN
Vorsitzender seit 03.10.2001

Mag. KLAUS MADER
seit 01.10.2015

Ternitz, am 28. Februar 2019

SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft
™\ 5
\

Der Vorstand

f
Ing. LD GROHMANN
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SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft

LAGEBERICHT

fur das Geschiftsjahr 2018

1) Bericht liber den Geschiftsverlauf und die wirtschaftliche Lage

Die SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft (SBO) fungiert
als konzernleitende Holdinggesellschaft zur Steuerung und Beratung der Tochter- und Betei-
ligungsgesellschaften.

Finanzielle und nichtfinanzielle Leistungsindikatoren

Wegen ihrer Holdingfunktion haben die finanziellen Kennzahlen der SBO keine Aussagekraft
fur die wirtschaftliche Entwicklung des Konzerns. Die Beurteilung der Vermdgens- und Er-
tragslage des SBO-Konzerns ist deshalb nur anhand des Konzernabschlusses maglich.

Die Umsatzerlose der SBO betrugen 2018 MEUR 7,8 (Vorjahr: MEUR 6,2). Bei den von
SBO ausgewiesenen Umsatzerlésen handelt es sich um konzerninterne Leistungen sowie
um Erlése aus der Vermietung von Grund- und Gebaudeflachen in Ternitz.

Das Ergebnis vor Steuern betrug 2018 MEUR 15,8 (Vorjahr: MEUR 5,5). Es war wesentlich
gekennzeichnet durch Ertrdge aus Beteiligungen in Hohe von MEUR 26,1 (Vorjahr:
MEUR 13,0). Es handelt sich hierbei um Ausschittungen von Schoeller-Bleckmann Oilfield
Technology GmbH und DSI FZE.

In den Jahren 2017 und 2018 gab es keine nennenswerten Zugange zu Sachanlagen und
immateriellen Vermoégensgegenstinden.

Die Zugange zu Finanzanlagen betrugen im Jahr 2017 MEUR 3,3 und betrafen Anteile an
verbundenen Unternehmen. Im Jahr 2018 gab es keine weiteren Zugange. Es wurden Ab-
schreibungen auf Finanzanlagen in Hohe von MEUR 9,6 (Vorjahr: MEUR 0,0) bei den An-
teilen an verbundenen Unternehmen vorgenommen. Ausleihungen an verbundenen Unter-
nehmen wurden im Ausmalf von MEUR 9,0 (Vorjahr: MEUR 0,0) riickbezahlt.

Die Bilanzsumme 2018 ist mit MEUR 445,4 gegenliber dem Vorjahr (MEUR 380,5) gestie-
gen, hauptsachlich durch die Aufnahme von Schuldscheindarlehen.

Die Eigenkapitalquote ist auf Grund der gestiegenen Bilanzsumme auf 27,4 % gesunken
(Vorjahr: 30,0 %).

Desgleichen ist das langfristig gebundene Vermoégen (iUberwiegend Finanzanlagen) auf
59,5 % der Bilanzsumme gesunken (Vorjahr: 74,1%).

Es bestehen keine Zweigniederlassungen der SBO.
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Mitarbeiter

Der Personalstand der SBO zum 31. Dezember 2018 betrug 21 Mitarbeiter (13 Gehalts-
empfanger und 8 Lohnempfanger). Im Vorjahr belief sich die Mitarbeiteranzahl auf 23
(15 Gehaltsempfanger und 8 Lohnempfanger).

Unsere Mitarbeiter sichern mit ihrem Wissen und ihrer Kompetenz den nachhaltigen Erfolg
unseres Unternehmens. Wir bauen auf unsere erfahrene und gut ausgebildete Mannschaft,
die wir von der Einstellung an begleiten und durch ihre gesamte Laufbahn bei SBO fordern.

Unsere Branche ist von Zyklen mit Auf- und Abschwiingen gepragt. In unserer Personalpla-
nung achten wir darauf, dieses Auf und Ab bestmdglich abzufedern. Wahrend wir im Ab-
schwung aktiv MalRnahmen setzen, um das Know How im Unternehmen zu halten, bauen wir
im aktuellen Aufschwung unsere Mannschaft schrittweise aus. Ein ansprechendes Arbeits-
umfeld und attraktive Bonifikationsmodelle bringen neue Fachkrafte an Bord und halten un-
sere Experten langfristig im Unternehmen. An unserem Standort in Ternitz haben wir eine
spezifische Lehrlingsausbildung implementiert und bilden damit junge Menschen zu den
Facharbeitern von morgen aus. Durch diesen Fokus auf unser Experten-Team gewahrleisten
wir Top-Qualitat in der Produktion.

Marktumfeld des SBO-Konzerns

Das Wachstum der Weltwirtschaft blieb im Jahr 2018 intakt und konnte die Dynamik vom
Vorjahr beibehalten. Den aktuellen Schatzungen des Internationalen Wahrungsfonds (IWF)
zufolge, lag das globale Wirtschaftswachstum in 2018 bei 3,7 % und in 2017 bei 3,8 %. Das
Wirtschaftswachstum der Schwellenlander lag 2018 mit 4,6 % nur knapp unter Vorjahresni-
veau. Deutlich zulegen konnte die Wirtschaft unter anderem in Indien, in den asiatischen und
europaischen Schwellenlandern, sowie in Landern der Sub-Sahara Region. Die durchschnitt-
liche Wachstumsrate der Industrienationen betrug im Jahr 2018 2,3 %, nach 2,4 % in 2017."
Dampfend wirkten vor allem geopolitische Ereignisse und Ankindigungen wie etwa der be-
vorstehende Austritt des Vereinigten Konigreichs aus der Europaischen Union (Brexit) und
handelssanktionierende Malinahmen der amerikanischen Regierung zu China, dem Iran und
Russland. Sie nahrten Beflrchtungen einer konjunkturellen Abschwachung, die schlief3lich
zu einem Kursrutsch auf den Markten im vierten Quartal 2018 fhrten.

Die Fundamentaldaten blieben jedoch weiterhin intakt. Die durchschnittliche globale Olnach-
frage stieg im Jahr 2018 laut Internationaler Energie Agentur (IEA) um 1,2 Millionen Barrel
pro Tag (mb/d) oder 1,2 % auf 99,2 mb/d (2017: 98,0 mb/d). Die Nachfrage in den Nicht-
OECD Staaten stieg um 0,9 mb/d oder 1,8 % auf 51,4 mb/d (2017: 50,5 mb/d). In den OECD
Staaten stieg die Nachfrage um 0,4 mb/d oder 0,8 % auf 47,8 mb/d (2017: 47,4 mb/d). Wah-
rend im ersten Quartal 2018 Produktion und Nachfrage nach Rohdél nahezu im Gleichgewicht
waren, stieg die Produktion in weiterer Folge Uberproportional an: Im dritten Quartal 2018 lag
sie um 1,1 mb/d Uber der Nachfrage, im vierten Quartal 2018 waren es sogar 1,6 mb/d. Uber
das Gesamtjahr gesehen blieb der Olmarkt um 0,8 mb/d Uberversorgt. Insgesamt lag die
OPEC Produktion im Jahr 2018 bei 37,4 mb/d, in den Nicht-OPEC Staaten waren es 62,6
mb/d, was einer Gesamtproduktion von 100,0 mb/d entsprach. Im vierten Quartal kam der
Olmarkt aufgrund der Uberproduktion sowie geopolitischer Manahmen splrbar unter Druck,
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was sich ab Ende Oktober an deutlich sinkenden Olpreisen bemerkbar machte. Um den Ol-
preis wieder zu stabilisieren, vereinbarten die OPEC Staaten (einschlieRlich ihrer Partner-
staaten) in ihrer Sitzung am 6. Dezember 2018 eine Verringerung ihrer Produktionsober-
grenze, beginnend mit dem Jahr 2019.2

Das Marktumfeld der Oilfield Service-Industrie war 2018 insgesamt von der robusten Markt-
situation in Nordamerika als auch von den anziehenden internationalen Markten gepragt. Der
weltweite Rig Count stieg im Verlauf des Jahres 2018 um 7,4 % auf 2.244 Anlagen (Dezem-
ber 2017: 2.089 Anlagen). In den USA erhdhte sich die Anzahl der Anlagen um 15,9 % auf
1.078 Anlagen (Dezember 2017: 930 Anlagen), international gab es einen Anstieg um 7,4 %
auf 1.025 Anlagen (Dezember 2017: 954 Anlagen), wobei insbesondere in der zweiten Jah-
reshalfte in nahezu allen Regionen — mit Ausnahme saisonal bedingter Schwankungen in
Kanada — ein starker Anstieg verzeichnet wurde. Aktivitaten sowohl auf dem Festland als
auch auf See (,Offshore*) waren von diesem Anstieg betroffen.® Der Bestand gebohrter, aber
noch nicht komplettierter Bohrldcher (sog. Drilled but Uncompleted Wells / DUCs) erreichte
in den Vereinigten Staaten im Dezember 2018 mit 8.591 Einheiten bis dato ein Allzeithoch.
Der Anstieg liel3 sich vor allem auf die anhaltend grof3e Zahl an vergebenen Bohrrechten bei
vorherrschenden Transportkapazitatsengpassen in den produktionsstarken Regionen der
USA zuriickfiihren.*

Die Preise beider Rohol-Sorten stiegen im Jahr 2018 deutlich an und erreichten am
3. Oktober 2018 mit USD 86,29 (Brent) bzw. USD 76,41 (WTI) einen neuerlichen Hohepunkt.
Das Rohél-Uberangebot aufgrund der voriibergehenden Exportéffnungen der USA gegen-
Uber dem Iran und die vorgenannte konjunkturelle Abschwachung fiihrten schlieflich zu ei-
nem Preisverfall auf den Olmarkten, der erst zum Jahreswechsel wieder zu drehen begann.
So fiel der Preis im Jahresverlauf fur ein Barrel der US-Sorte WTI von USD 60,37 am 2. Jan-
ner 2018 auf USD 45,41 am 31. Dezember 2018, der europaischen Sorte Brent von USD
66,57 auf USD 53,80.°

Die weltweiten Ausgaben fir Exploration und Produktion (E&P-Ausgaben) stiegen nach den
starken Kirzungen in den Krisenjahren um 9 %. In Nordamerika nahmen die E&P-Ausgaben
sogar um 20 % zu. International betrug der Anstieg der E&P-Ausgaben 5 %, erstmalig nach
drei Jahren der Krise.® Grundsatzlich wird in der Oilfield Service-Industrie davon ausgegan-
gen, dass die Investitionskirzungen der vergangenen Jahre sukzessive nachgeholt werden
muissen, um einem Produktionsausfall von bestehenden und tberalterten Ol- und Gasfeldern
durch die ErschlieBung neuer vorzubeugen.

Geschiftsentwicklung des SBO-Konzerns

Das Jahr 2018 war insgesamt durch ein breites Wachstum gepragt. Neben dem starken
Nordamerika-Geschéaft bestatigten sich auch die Anzeichen der Erholung auf dem internatio-
nalen OI- und Gasmarkt. Umsatz und Auftragseingang legten deutlich zu. Bei einem Book-to-
Bill Ratio von Uber 1 konnte eine EBITDA-Marge erzielt werden, die deutlich Uber dem lang-

2 International Energy Agency (IEA), Oil Market Report, Februar 2019.

3 Baker Hughes Rig Count.

4 U.S. Energy Information Administration (EIA), Oil Productivity Report, Februar 2019.

5 Bloomberg: CO1 Brent Crude (ICE) und CL1 WTI Crude (Nymex).

6 Evercore ISI, The 2019 Evercore IS| Global E&P Spending Outlook: A Slow Recovery, Dezember
2018.
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jahrigen Gruppendurchschnitt von 24,3 % lag. Der Rickgang auf den Markten im vierten
Quartal 2018 hatte nur eine verhaltnismalig geringe Auswirkung auf das Ergebnis von SBO,
womit sich neuerlich die zielstrebig verfolgte nachhaltige Wachstumsstrategie bestatigte.

Der Umsatz stieg gegenliber dem Vorjahr um 29,6 % auf MEUR 420,2 (2017: MEUR 324,2).
Der Auftragseingang hat sich auf MEUR 481,9 erhdht, nach MEUR 342,0 im Jahr 2017. Der
Auftragsstand betrug Ende 2018 MEUR 97,7 (31. Dezember 2017: MEUR 37,6).

Die deutliche Umsatzsteigerung spiegelt sich im Ergebnis von SBO wider. Das Ergebnis vor
Zinsen, Steuern und Abschreibungen (EBITDA) lag bei MEUR 120,0 (nach MEUR 74,7 im
Jahr 2017). Das Betriebsergebnis (EBIT) des Jahres 2018 hat sich beinahe verdreifacht und
betrug MEUR 70,7 (nach MEUR 25,6 im Jahr 2017). Darin enthalten waren Aufwendungen
aus Restrukturierungen und Wertminderungen von Sachanlagevermoégen in Hohe von
MEUR 3,9. Die EBITDA-Marge lag bei 28,6 % (2017: 23,0 %), die EBIT-Marge bei 16,8 %
(2017: 7,9 %).

Das Finanzergebnis des Gesamtjahres 2018 belief sich auf MEUR minus 14,8 (2017:
MEUR minus 95,4). Das Ergebnis nach Steuern drehte mit MEUR 41,4 erstmalig seit der
Krise wieder ins Positive (2017: MEUR minus 54,4). Im Ergebnis 2017 waren Aufwendungen
fur Optionsverbindlichkeiten in Hohe von MEUR 87,6 enthalten. Das Ergebnis je Aktie lag bei
EUR 2,59 (2017: EUR minus 3,41). Der Vorstand schlagt der Hauptversammlung am
23. April 2019 fur das Geschaftsjahr 2018 eine Dividende in Héhe von EUR 1,00 je Aktie vor.

Das Unternehmen verfugt Uber eine solide Bilanzstruktur: Die Eigenkapitalquote von SBO
belief sich Ende 2018 auf 40,9 % (2017: 42,9 %), die Netto-Verschuldung auf MEUR 62,5
(2017: MEUR 50,7). Das Eigenkapital erhdhte sich auf MEUR 368,2 (2017: MEUR 322,0).
Der Bestand an liquiden Mitteln betrug MEUR 241,5 (2017: MEUR 166,0). Der operative
Cashflow belief sich auf MEUR 33,4 (2017: MEUR 44,6), das Gearing lag bei 17,0 % (2017:
15,7 %). Die Investitionen in Sachanlagevermdgen und immaterielle Vermdgenswerte
(CAPEX), unter Bericksichtigung der Aufwendungen fir die Erweiterung von Produktionska-
pazitaten, stiegen auf MEUR 35,9 (2017: MEUR 32,1). Das Bestellobligo fur Sachanlagen
betrug MEUR 2,1 (2017: MEUR 1,2).
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Entwicklung der Segmente

Das Geschaft von SBO gliedert sich in die beiden berichtspflichtigen Segmente ,Advanced
Manufacturing & Services* (AMS) und ,Oilfield Equipment® (OE):

Das Segment ,Advanced Manufacturing & Services" (AMS) umfasst die hochprazise
Fertigung und Reparatur von Drill Collars und komplexen MWD (Measurement While
Drilling) / LWD (Logging While Drilling) Komponenten aus antimagnetischem, korro-
sionsbestandigem Edelstahl. Diese bilden das Gehause flir die sensiblen Messin-
strumente, die zur exakten Messung von Neigung und Richtung des Bohrstranges
sowie gesteinsphysikalischer Parameter eingesetzt werden.

Das Segment ,Oilfield Equipment” (OE) beinhaltet ein breites Angebot an hochspezi-
ellen Losungen fir die Ol- und Gasindustrie: High-Performance-Bohrmotoren und
Tools flr den zielgerichteten Vortrieb des Bohrstranges, sowie Spezialwerkzeuge fir
die Untertage-Zirkulations-Technologie (Circulation Tools). Darlber hinaus umfasst
das Segment Produkte flr das effiziente und ressourcenschonende Komplettieren
unkonventioneller Lagerstatten in den beiden dominierenden Technologien ,Sliding
Sleeve® und ,Plug-n-Perf".

Das Segment ,Advanced Manufacturing & Services* (AMS) entwickelte sich 2018 aufgrund
der anziehenden internationalen Marktbedingungen positiv. Gegentiber dem Vorjahr hat sich
der Umsatz 2018 auf MEUR 171,5 gesteigert (2017: MEUR 103,2). Das Betriebsergebnis
(EBIT) vor Sondereffekten stieg auf MEUR 22,7 (2017: MEUR minus 14,5).

Im Segment ,Qilfield Equipment® (OE) setzte sich die dynamische Entwicklung des Vorjahres
fort. Der Umsatz betrug MEUR 248,7 (2017: MEUR 221,0) und das Betriebsergebnis (EBIT)
vor Sondereffekten MEUR 55,2 (2017: MEUR 46,2).
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2) Bericht uber die voraussichtliche Entwicklung und die Risiken des Unter-
nehmens

Ausblick des SBO-Konzerns

Der Internationale Wahrungsfonds (IWF) prognostiziert fur das Jahr 2019 ein weiteres welt-
weites Wirtschaftswachstum von zuletzt abgeschwachten 3,5 %, fir das Jahr 2020 soll die
Wachstumsrate 3,6 % betragen (nach 3,7 % in 2018 und 3,8 % in 2017). Die Wirtschaft der
Industriestaaten soll im Jahr 2019 um 2,0 % wachsen (nach 2,3 % in 2018 und 2,4 % in
2017). Fur das Wirtschaftswachstum in den Schwellen- und Entwicklungslandern erwartet
der IWF in 2019 einen Anstieg auf 4,5 %, nach 4,6 % in 2018 und 4,7 % in 2017.7

Die Internationale Energieagentur (IEA) geht fiir 2019 von einem weiteren Anstieg des Olbe-
darfs aus: So soll die Nachfrage nach Ol um 1,4 mb/d auf 100,6 mb/d steigen. In den OECD
Staaten soll die durchschnittliche Olnachfrage mit 48,2 mb/d um 0,4 mb/d Uber dem Wert
von 2018 liegen. Fir die Nicht-OECD Staaten wird eine Steigerung der durchschnittlichen
Nachfrage um 1,1 mb/d auf insgesamt 52,5 mb/d erwartet. Die Produktion der Nicht-OPEC
Staaten soll sich um 1,8 mb/d auf 64,4 mb/d erhéhen. Die OPEC Staaten (einschlieRlich ih-
rer Partnerstaaten) haben sich beginnend mit dem Jahr 2019 auf eine verringerte Produkti-
onsobergrenze von 1,2 mb/d geeinigt. Zusatzlich hat der kanadische Bundesstaat Alberta
eine Verringerung ihrer Produktion um 0,3 mb/d angekundigt.®

Die OI- und Gasindustrie hat in den vergangenen Jahren tiberproportional in Ol- und Gaspro-
jekte investiert, die strukturell einen kurzen Lebenszyklus und somit eine starke Verringerung
der Forderrate, die sogenannte ,Depletion Rate”, aufweisen. Explorationsaktivitdten wurden
international weitgehend auf Erhaltungsaktivititen umgestellt, sodass eine Vielzahl der heute
produzierenden Felder eine Uberalterung aufweisen. Der Bestand erschlossener konventio-
neller Ressourcen (sog. Discovered Resources) ist in den vergangenen Jahren stark gesun-
ken und hat erst im Jahr 2018 eine leichte Wiederbelebung erfahren.®

Aus dem erwarteten Anstieg der Nachfrage nach Rohdl und Gas, sowie der zunehmend er-
sichtlich werdenden Depletion Rate, bereitet sich die Qilfield Service-Industrie auf einen wei-
teren Anstieg der Aktivitdten vor. Die aus der Depletion Rate resultierenden Produktionsaus-
falle bestehender Felder werden kalkulatorisch mit 22 mb/d bis zum Jahr 2025 beziffert.
Zudem sollten die in einigen Regionen der USA bestehenden Engpasse bei Transportkapa-
zitaten, Ausristung und Personal im Laufe des Jahres 2019 beseitigt sein. Insgesamt gehen
anerkannte Banken und Analysehduser bei den globalen Ausgaben flir Exploration und Pro-
duktion von einem Wachstum von 8 % im Jahr 2019 aus. Fur Nordamerika erwarten die Ana-
lysten ein Wachstum von 10 % und international von 7 %.""

7 IMF World Economic Outlook, Janner 2019.

8 International Energy Agency (IEA), Oil Market Report, Februar 2019.

9 Rystad Energy, 2018 conventional discovered resources on track towards a 30 % increase, Juli
2018.

10 International Energy Agency (IEA), World Energy Outlook 2018.

1 Evercore ISI, The 2019 Evercore ISI Global E&P Spending Outlook: A Slow Recovery, Dezember
2018.
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SBO blickt positiv in die Zukunft: Wahrend das nordamerikanische Geschaft, basierend auf
den Aktivitdtszahlen zu Beginn des Jahres, zumindest Stabilitat zeigen sollte, wird fir das
internationale Geschéaft ein Anhalten des Wachstumstrends erwartet. Dies setzt freilich vo-
raus, dass das Jahr 2019 nicht von negativen geopolitischen Ereignissen und zusatzlichen
handelsbeschrankenden MalRnahmen u.a. der amerikanischen Regierung Uberschattet wird.

SBO ist gut aufgestellt und arbeitet kontinuierlich an der Optimierung und Umsetzung ihrer
nachhaltigen Wachstumsstrategie. Dazu zahlt auch die eingeleitete SchlieRung von Produk-
tionsstandorten in Mexiko und England. Die Produktionskapazitaten dieser Standorte bleiben
erhalten und werden nach Vietnam, Osterreich und USA verlagert. Damit reagiert SBO ge-
zielt auf vorherrschende Marktbedingungen und unternimmt einen weiteren Schritt zur Effi-
zienzsteigerung im Konzern. Als Technologie- und Marktfuhrer ist das Unternehmen gut fir
kommende Herausforderungen positioniert. Die strategische Ausrichtung des Unternehmens
und die laufende Téatigkeit in Forschung & Entwicklung sichern auch in Zukunft die Vorreiter-
stellung von SBO.

Risikomanagement

Die SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft fungiert als stra-
tegische Managementholding fir ihre Tochtergesellschaften. Ein wesentliches Aufgabenge-
biet der Holding ist, sich mit den strategischen und operativen Risiken auseinander zu setzen
und rechtzeitig MaRnahmen zur Optimierung dieser Risiken zu setzen. Ein konzernweites
Reporting-System unterstutzt den Vorstand der SBO AG beim laufenden Monitoring des
operativen Geschaftes und damit der Einschatzung operativer Risiken der Tochtergesell-
schaften. Die strategischen Risiken werden in Zusammenhang mit der jahrlichen Erstellung
der Mittelfristplanung zwischen dem Vorstand der SBO AG und den Geschaftsfihrern der
Tochtergesellschaften erdrtert und bewertet.

Finanzinstrumente

Die Ausleihungen wurden nur an verbundene Unternehmungen gewahrt und sind fix ver-
zinst. Diese lauten auf USD und unterliegen daher Fremdwahrungsschwankungen. Ebenso
besteht der Grofiteil der sonstigen Forderungen aus langfristigen verzinslichen Forderungen
in USD und GBP.

Die liquiden Mittel bestehen aus Guthaben bei 6sterreichischen Banken mit marktkonformer
Verzinsung.

Uberwiegend alle zum Bilanzstichtag bestehenden langfristigen Bankverbindlichkeiten wer-
den fix verzinst und unterliegen daher keinem Zinsanderungsrisiko.

Aufgrund der derzeitig verfigbaren liquiden Mittel bestehen aus heutiger Sicht keine Liquidi-
tats-Probleme.

Die Gesellschaft verwendet keine derivativen Finanzinstrumente.
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3) Bericht iiber die Forschung und Entwicklung im SBO-Konzern

Wir wollen Vorreiter bei Innovationen sein. Neue Erfindungen und modernste Technologien
sorgen dafir, dass SBO und somit unsere Kunden immer einen Schritt voraus sind. Wir be-
treiben konsequent und kontinuierlich Forschung und Entwicklung (F&E). Unser Ziel ist, un-
seren Kunden und dem Markt zukunftsweisende Lésungen anzubieten. Dadurch erschlieRen
wir rasch neue Bereiche und wachsen.

Als Technologiefiihrer investieren wir stark in F&E, um unseren Vorsprung laufend und kun-
denorientiert auszubauen. Gemal unserem Leitgedanken ,Quality First* entwickeln wir mit
unserer innovativen Mannschaft nicht nur neue Losungen, sondern effizientere und damit
schonendere Produkte. Wir forcieren prazise Bohrungen und reduzieren mit unseren Produk-
ten die Notwendigkeit eines haufigen Ein- und Ausfahrens des Bohrstranges. Damit reduzie-
ren wir den Gesamtaufwand fir den Kunden.

Als Weltmarktfihrer treiben wir unsere Innovationen gezielt voran. Im Jahr 2018 haben wir
erfolgreich in die folgenden Entwicklungen investiert:

¢ In einer unserer Kernkompetenzen, der Entwicklung und Verarbeitung von antimag-
netischen Stahlen, konnten wir eine — aus unserer Sicht bestehende — Liicke an
nicht-magnetisierbaren Stahllegierungen schlieen. In bewahrter Tradition haben wir
zusammen mit unserem strategischen Hauptlieferanten den Werkstoff P690 zur Pa-
tentanmeldung gebracht. Der neue Werkstoff weist Materialeigenschaften auf, die
speziell in aggressiven Umgebungsbedingungen, wie sie zum Beispiel in den Olfel-
dern Saudi-Arabiens vorherrschen, gefragt sind.

e Zunehmende Effizienzsteigerungen und Anspriiche an moderne Bohrvorhaben flh-
ren zu immer groferen Belastungen an die eingesetzten Bohrwerkzeuge. Einer unse-
rer Schwerpunkte liegt auf der Verbesserung des Korrosionsschutzes der
Bohrstrangteile. Mit unserer eigens entwickelten Hammer Peening-Technologie, ei-
ner Technologie zur AuRendurchmesserbehandlung langer Bohrstrangkomponenten
(auch ,OD Treatment® genannt), kdnnen wir die Lebensdauer des Bohrstrangteiles
erheblich verlangern.

e Mit der ebenfalls eigens entwickelten Direct Metal Laser Sintering (DMLS)-
Technologie kann SBO individuelle, hochkomplexe Metallteile mit nur geringem Zeit-
aufwand durch hochprazisen 3D-Metalldruck einzelfertigen. Diese Additive Manufac-
turing Technologie wird an mehreren Standorten unserer Gruppe ausgerollt und an
lokale Anforderungen angepasst. 2018 haben wir ein neues DMLS Center in Oster-
reich erdffnet und sind damit auch aulRerhalb der USA vertreten. SBO bleibt damit
Vorreiter bei der Herstellung individueller, hochkomplexer Strukturen.

¢ In modernen Bohrungen mit Druckwerten von bis zu 7.500 psi und Tiefen von bis zu
25.000 Fuld in der Horizontale fordern Betreiber leistungsstarke Motoren zur Effi-
zienzsteigerung der Bohraktivitaten. Der Einsatz von Motoren unter Hochdruck birgt
das technische Risiko, dass der Bohrstrang zum Stillstand kommen oder das An-
triebssystem beschadigt werden kann. Mit unserem Downhole Governor, einer In-
novation von SBO, kann durch mechanische Druckkontrolle der Bohrstrang seinen
Vortrieb fortsetzen, auch wenn ein hoher Differenzdruck erreicht wird.
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¢ Im Bereich Well Completion haben wir in beiden fihrenden Technologien ,Sliding
Sleeve® und ,Plug-n-Perf innovative Produkte zur Marktreife gebracht:

O

Der Smart Dart beinhaltet alle Vorteile bestehender Sliding Sleeve-Well
Completion-Systeme und eliminiert zugleich die Nachteile gegentber Plug-n-
Perf-Komplettierungen wie der hdhere initiale Kostenaufwand und Limitierun-
gen bei der Anzahl von Zonen. Der Smart Dart kann selektiv einzelne Sleeves
oder ganze Sleeve-Cluster 6ffnen und landet zielgenau in jener Zone, in der
die Perforation durchgefihrt werden soll.

Mit unseren All Composite Frac Plugs, die als die "nachste Generation" von
Frac Plugs gelten, kénnen Plug-n-Perf Completions noch schneller und scho-
nender durchgefuhrt werden, weil aufwendig aufzubohrende Metallteile her-
kémmlicher Frac Plugs zur Ganze entfallen.
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4) Berichterstattung tiber wesentliche Merkmale des internen Kontrollsystems
und des Risikomanagementsystems im Hinblick auf den Rechnungsle-
gungsprozess

Die Gesamtverantwortung flr das Risikomanagement der SBO-Gruppe liegt beim Vorstand,
wahrend die unmittelbare Verantwortung bei den Geschéftsfiihrern der operativen Einheiten
liegt. Demzufolge besitzt das interne laufende Berichtswesen an die Konzernzentrale beson-
ders hohe Bedeutung, um Risiken friihzeitig erkennen und Gegenmallnahmen ergreifen zu
konnen. Dies erfolgt durch eine zeithnahe monatliche Berichterstattung Uber die Geschéafts-
entwicklung und Gebarung von den operativen Einheiten an den Vorstand.

Fur die Tochterunternehmen wurden vom Konzern weltweit einheitliche Standards fur die
Umsetzung und Dokumentation des gesamten internen Kontrollsystems und damit vor allem
auch fur den Rechnungslegungsprozess vorgegeben. Dadurch sollen jene Risiken vermie-
den werden, die zu einer unvollstandigen oder fehlerhaften Finanzberichterstattung fihren
kénnen.

Weiters werden die von den Tochtergesellschaften erstellten internen Berichte in der Kon-
zernzentrale auf Plausibilitat geprift und mit Planungsrechnungen verglichen, um bei Abwei-
chungen geeignete MaRnahmen setzen zu kénnen. Hierzu werden von den Gesellschaften
Jahresbudgets und Mittelfristplanungen angefordert, welche vom Vorstand genehmigt wer-
den mussen.

Die OrdnungsmaRigkeit des Rechnungswesens bei den Tochtergesellschaften wird durch
laufende Prifungstatigkeiten des Konzerncontrollings tGberwacht. Auch im Zuge der internen
Revision werden schwerpunktmalige Prifungen Uber das Rechnungswesen durchgefihrt.
Weiters werden alle Jahresabschlisse durch internationale Prifungsgesellschaften geprift.

Im Zuge von regelmafigen Sitzungen des Vorstandes mit den lokalen Geschéftsfihrungen
werden die laufende Geschaftsentwicklung sowie absehbare Chancen und Risiken bespro-
chen.

Fur die Erstellung des Konzernabschlusses bestehen in Ergdnzung zu den Internationalen
Rechnungslegungsvorschriften konzerninterne Richtlinien, um eine einheitliche Darstellung
bei den berichtenden Gesellschaften zu gewahrleisten (Bewertungs- und Ausweisfragen).

Fur die automationsunterstiitzte Aufstellung des Konzernabschlusses wird ein zertifiziertes
Konsolidierungsprogramm verwendet, welches mit den notwendigen Pruf- und Konsolidie-
rungsroutinen ausgestattet ist.

Die fur den Konzern dargestellten Merkmale des internen Kontrollsystems und des Risiko-
managementsystems im Hinblick auf den Rechnungslegungsprozess sind auch uneinge-
schrankt fur die Holdinggesellschaft anwendbar. Fir das Rechnungswesen der Holdingge-
sellschaft sind ebenfalls anerkannte Standardprogramme im Einsatz.
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5) Angaben zu Kapital-, Anteils-, Stimm- und Kontrollrechten und damit verbun-
denen Verpflichtungen

Das Grundkapital der Gesellschaft betrug zum 31. Dezember 2018 wie auch zum
31. Dezember 2017 EUR 16 Millionen und ist zerlegt in 16 Millionen Stiick Nennbetragsakti-
en zum Nennbetrag von je EUR 1,00.

In der Hauptversammlung vom 24. April 2018 wurde der Vorstand fiir die Dauer von 30 Mona-
ten erméachtigt, eigene Aktien der Gesellschaft bis zu maximal 10 % des Grundkapitals zu er-
werben. Im Geschaftsjahr 2018 hat die Gesellschaft 10.000 Stiick eigene Aktien mit einem
Kaufpreis von TEUR 586,4 erworben. In 2017 hat die Gesellschaft von der Erméachtigung laut
Hauptversammlungsbeschluss vom 27. April 2016 keinen Gebrauch gemacht.

Zum Bilanzstichtag 2018 hélt die Gesellschaft 50.597 Stuck eigene Aktien (Vorjahr: 46.597
Stlck). Dies entspricht einem Anteil von 0,32 % (Vorjahr: 0,29 %) am Grundkapital mit einem
Anschaffungswert von TEUR 2.812,2 (Vorjahr TEUR 2.554,7). Die Anzahl der im Umlauf be-
findlichen Aktien betragt somit 15.949.403 Stuck (Vorjahr: 15.953.403 Stiick).

Zum 31. Dezember 2018 halt die Berndorf Industrieholding AG, Wien, rund 33,4 % vom
Grundkapital (Vorjahr: rund 33,4 %).

DarQber hinaus bestehen keine weiteren angabepflichtigen Sachverhalte gemaR § 243a
UGB.

Ternitz, 28. Februar 2019

SCHOELLER-BLECKMANN
OILFIELD EQUIPMENT Aktiengesellschaft

/ Der Vorstand / / —
i | / [ s

Ing\| Gerald Grohmann ag Klaus Mader
4

F4
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BESTATIGUNGSVERMERK

Bericht zum Jahresabschluss
Prifungsurteil
Wir haben den Jahresabschluss der
SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft, Ternitz,

bestehend aus der Bilanz zum 31. Dezember 2018, der Gewinn- und Verlustrechnung flr das an
diesem Stichtag endende Geschéftsjahr und dem Anhang, geprift.

Nach unserer Beurteilung entspricht der beigefligte Jahresabschluss den gesetzlichen Vorschrif-
ten und vermittelt ein méglichst getreues Bild der Vermdgens- und Finanzlage zum 31. Dezember
2018 sowie der Ertragslage der Gesellschaft fiir das an diesem Stichtag endende Geschaftsjahr in
Ubereinstimmung mit den dsterreichischen unternehmensrechtlichen Vorschriften.

Grundlage fiir das Priifungsurteil

Wir haben unsere Abschlusspriifung in Ubereinstimmung mit der EU-Verordnung Nr. 537/2014 (im
Folgenden EU-VO) und mit den &sterreichischen Grundsétzen ordnungsmapiger Abschlusspriifung
durchgefiihrt. Diese Grundsatze erfordern die Anwendung der International Standards on Auditing
(ISA). Unsere Verantwortlichkeiten nach diesen Vorschriften und Standards sind im Abschnitt "Ver-
antwortlichkeiten des Abschlusspriifers fiir die Prifung des Jahresabschlusses" unseres Bestati-
gungsvermerks weitergehend beschrieben. Wir sind von der Gesellschaft unabhangig in Uberein-
stimmung mit den &sterreichischen unternenmensrechtlichen und berufsrechtlichen Vorschriften,
und wir haben unsere sonstigen beruflichen Pflichten in Ubereinstimmung mit diesen Anforderungen
erfiillt. Wir sind der Auffassung, dass die von uns erlangten Prifungsnachweise ausreichend und ge-
eignet sind, um als Grundlage fiir unser Prifungsurteil zu dienen.

Hinweis auf sonstige Sachverhalte
Der Abschluss der SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft fir das am

31. Dezember 2017 endende Geschéaftsjahr wurde von einem anderen Abschlussprifer geprift, der
einen uneingeschrédnkten Bestatigungsvermerk zu diesem Abschluss am 27. Februar 2018 abgege-

ben hat.
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Besonders wichtige Priifungssachverhalte

Besonders wichtige Priifungssachverhalte sind solche Sachverhalte, die nach unserem pflichtgema-
Ben Ermessen am bedeutsamsten flir unsere Priifung des Jahresabschlusses des Geschaftsjahres
waren. Diese Sachverhalte wurden im Zusammenhang mit unserer Prifung des Jahresabschlusses
als Ganzem und bei der Bildung unseres Priifungsurteils hierzu berticksichtigt, und wir geben kein
gesondertes Prifungsurteil zu diesen Sachverhalten ab.

Nachfolgend stellen wir den aus unserer Sicht besonders wichtigen Prifungssachverhalt dar:

Bewertung von Anteilen an verbundenen Unternehmen

Beschreibung

Die SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft weist in ihrem Einzelab-
schluss nach UGB wesentliche Betrdge als Anteile an verbundenen Unternehmen (mEUR 218.6)
aus und zeigt Aufwendungen aus der Abschreibung von Finanzanlagen (mEUR -9.6) in der Ge-
winn- und Verlustrechnung fir 2018.

Wir betrachteten die Bewertung der Anteile an verbundenen Unternehmen als besonders wichti-
gen Prufungssachverhalt, da die Betrdge wesentlich sind, die Bewertung komplex ist und Ermes-
sensentscheidungen fordert. Die Bewertung basiert auf Annahmen, die von zuktnftigen Markt-
und Wirtschaftsparametern beeinflusst ist.

Die entsprechenden Angaben der Gesellschaft (iber die Bewertung der Anteile an verbundene Un-
ternehmen sowie den damit zusammenhdngenden Abschreibungen sind in den Anhangsangaben
"1. Erlduterungen zur Bilanz - Anlagevermdgen" enthalten.

Wie wir den Sachverhalt im Rahmen der Priifung adressiert haben:

Unsere Prifungshandlungen haben, unter anderem, folgende Tdtigkeiten umfasst:

Mit der Unterstiitzung von EY Bewertungsspezialisten haben wir fur jene verbundenen Unterneh-
men, fiir welche keine Uberdeckung des Buchwerts durch das Eigenkapital der Gesellschaften ge-
geben ist, die wesentlichen Annahmen in den Bewertungsmodellen kritisch hinterfragt. Das ange-
wendete Bewertungsmodell wurde hinsichtlich seiner Angemessenheit beurteilt, die rechnerische
Richtigkeit der Modelle wurde lberprift. Die angesetzten Rechenparameter (unter anderem Ab-
zinsungssatze und Wachstumsraten) wurden hierbei mit unternehmensspezifischen Informationen
sowie branchenspezifischen Marktdaten bzw. Markterwartungen verplausibilisiert.

Die flir die Berechnung verwendeten Zahlungsmittelflisse und die darin verwendeten Plandaten
wurden mit den vom Vorstand genehmigten Mittelfristplanungen des Managements abgestimmt.

Wir haben die Angemessenheit der Angaben im Anhang zur Bewertung der Anteile an verbunde-
nen Unternehmen beurteilt.
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Verantwortlichkeiten der gesetzlichen Vertreter
und des Priifungsausschusses fiir den Jahresabschluss

Die gesetzlichen Vertreter sind verantwortlich fiir die Aufstellung des Jahresabschlusses und da-
fiir, dass dieser in Ubereinstimmung mit den &sterreichischen unternehmensrechtlichen Vorschrif-
ten ein méglichst getreues Bild der Vermdgens-, Finanz- und Ertragslage der Gesellschaft vermit-
telt. Ferner sind die gesetzlichen Vertreter verantwortlich fur die internen Kontrollen, die sie als
notwendig erachten, um die Aufstellung eines Jahresabschlusses zu ermdglichen, der frei von we-
sentlichen - beabsichtigten oder unbeabsichtigten - falschen Darstellungen ist.

Bei der Aufstellung des Jahresabschlusses sind die gesetzlichen Vertreter dafiir verantwortlich,
die Fahigkeit der Gesellschaft zur Fortfiihrung der Unternehmenstétigkeit zu beurteilen, Sachver-
halte im Zusammenhang mit der Fortfiinrung der Unternehmenstatigkeit - sofern einschlagig - an-
zugeben, sowie dafiir, den Rechnungslegungsgrundsatz der Fortfiihrung der Unternehmenstatig-
keit anzuwenden, es sei denn, die gesetzlichen Vertreter beabsichtigen, entweder die Gesellschaft
zu liquidieren oder die Unternehmenstétigkeit einzustellen oder haben keine realistische Alterna-
tive dazu.

Der Priifungsausschuss ist verantwortlich fiir die Uberwachung des Rechnungslegungsprozesses
der Gesellschaft.

Verantwortlichkeiten des Abschlussprifers fiir die Priifung des Jahresabschlusses

Unsere Ziele sind, hinreichende Sicherheit dartiber zu erlangen, ob der Jahresabschluss als Ganzes
frei von wesentlichen - beabsichtigten oder unbeabsichtigten - falschen Darstellungen ist, und einen
Bestatigungsvermerk zu erteilen, der unser Prifungsurteil beinhaltet. Hinreichende Sicherheit ist
ein hohes Map an Sicherheit, aber keine Garantie dafiir, dass eine in Ubereinstimmung mit der EU-
VO und mit den dsterreichischen Grundsatzen ordnungsmaépiger Abschlusspriifung, die die Anwen-
dung der ISA erfordern, durchgefiihrte Abschlusspriifung eine wesentliche falsche Darstellung, falls
eine solche vorliegt, stets aufdeckt. Falsche Darstellungen kdnnen aus dolosen Handlungen oder Irr-
tiimern resultieren und werden als wesentlich angesehen, wenn von ihnen einzeln oder insgesamt
verniinftigerweise erwartet werden konnte, dass sie die auf der Grundlage dieses Jahresabschlusses
getroffenen wirtschaftlichen Entscheidungen von Nutzern beeinflussen.

Als Teil einer Abschlusspriifung in Ubereinstimmung mit der EU-VO und mit den &sterreichischen
Grunds&tzen ordnungsmapiger Abschlusspriifung, die die Anwendung der ISA erfordern, Gben wir
wahrend der gesamten Abschlusspriifung pflichtgemapes Ermessen aus und bewahren eine kriti-
sche Grundhaltung.
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Darlber hinaus gilt:

Wir identifizieren und beurteilen die Risiken wesentlicher - beabsichtigter oder unbeabsichtigter -
falscher Darstellungen im Abschluss, planen Priifungshandlungen als Reaktion auf diese Risiken,
fiihren sie durch und erlangen Priifungsnachweise, die ausreichend und geeignet sind, um als
Grundlage fir unser Prifungsurteil zu dienen. Das Risiko, dass aus dolosen Handlungen resultie-
rende wesentliche falsche Darstellungen nicht aufgedeckt werden, ist héher als ein aus Irrtiimern
resultierendes, da dolose Handlungen betriigerisches Zusammenwirken, Falschungen, beabsich-
tigte Unvollstandigkeiten, irreflihrende Darstellungen oder das Auferkraftsetzen interner Kon-
trollen beinhalten kénnen.

Wir gewinnen ein Verstandnis von dem fir die Abschlusspriifung relevanten internen Kontroll-
system, um Priifungshandlungen zu planen, die unter den gegebenen Umstdanden angemessen
sind, jedoch nicht mit dem Ziel, ein Prifungsurteil zur Wirksamkeit des internen Kontrollsys-
tems der Gesellschaft abzugeben.

Wir beurteilen die Angemessenheit der von den gesetzlichen Vertretern angewandten Rech-
nungslegungsmethoden sowie die Vertretbarkeit der von den gesetzlichen Vertretern dargestell-
ten geschatzten Werte in der Rechnungslegung und damit zusammenhdngende Angaben.

Wir ziehen Schlussfolgerungen Uber die Angemessenheit der Anwendung des Rechnungsle-
gungsgrundsatzes der Fortfiihrung der Unternehmenstatigkeit durch die gesetzlichen Vertreter
sowie, auf der Grundlage der erlangten Priifungsnachweise, ob eine wesentliche Unsicherheit im
Zusammenhang mit Ereignissen oder Gegebenheiten besteht, die erhebliche Zweifel an der Fa-
higkeit der Gesellschaft zur Fortfiihrung der Unternehmenstatigkeit aufwerfen kann. Falls wir die
Schlussfolgerung ziehen, dass eine wesentliche Unsicherheit besteht, sind wir verpflichtet, in un-
serem Bestatigungsvermerk auf die dazugehdrigen Angaben im Jahresabschluss aufmerksam zu
machen oder, falls diese Angaben unangemessen sind, unser Prifungsurteil zu modifizieren. Wir
ziehen unsere Schlussfolgerungen auf der Grundlage der bis zum Datum unseres Bestatigungs-
vermerks erlangten Priifungsnachweise. Zukiinftige Ereignisse oder Gegebenheiten kénnen je-
doch die Abkehr der Gesellschaft von der Fortflihrung der Unternehmenstatigkeit zur Folge ha-
ben.

Wir beurteilen die Gesamtdarstellung, den Aufbau und den Inhalt des Jahresabschlusses ein-
schlieBlich der Angaben sowie ob der Jahresabschluss die zugrunde liegenden Geschaftsvor-
falle und Ereignisse in einer Weise wiedergibt, dass ein mdglichst getreues Bild erreicht wird.

Wir tauschen uns mit dem Priifungsausschuss unter anderem Gber den geplanten Umfang und die
geplante zeitliche Einteilung der Abschlusspriifung sowie Uber bedeutsame Prifungsfeststellun-
gen, einschlieBlich etwaiger bedeutsamer Mdngel im internen Kontrollsystem, die wir wahrend un-
serer Abschlusspriifung erkennen, aus.
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Wir geben dem Priifungsausschuss auch eine Erkldrung ab, dass wir die relevanten beruflichen
Verhaltensanforderungen zur Unabhdngigkeit eingehalten haben, und tauschen uns mit ihm {ber
alle Beziehungen und sonstigen Sachverhalte aus, von denen verniinftigerweise angenommen
werden kann, dass sie sich auf unsere Unabhdngigkeit und - sofern einschldgig - damit zusammen-
hdngende Schutzmafnahmen auswirken.

Wir bestimmen von den Sachverhalten, Giber die wir uns mit dem Priifungsausschuss ausgetauscht
haben, diejenigen Sachverhalte, die am bedeutsamsten fur die Prifung des Jahresabschlusses
des Geschéaftsjahres waren und daher die besonders wichtigen Priifungssachverhalte sind. Wir be-
schreiben diese Sachverhalte in unserem Bestdtigungsvermerk, es sei denn, Gesetze oder andere
Rechtsvorschriften schliepen die 6ffentliche Angabe des Sachverhalts aus oder wir bestimmen in
duperst seltenen Féllen, dass ein Sachverhalt nicht in unserem Bestatigungsvermerk mitgeteilt
werden sollte, weil verniinftigerweise erwartet wird, dass die negativen Folgen einer solchen Mit-
teilung deren Vorteile fir das &ffentliche Interesse Gibersteigen wiirden.

Sonstige gesetzliche und andere rechtliche Anforderungen

Bericht zum Lagebericht

Der Lagebericht ist auf Grund der Gsterreichischen unternehmensrechtlichen Vorschriften darauf
zu prifen, ob er mit dem Jahresabschluss in Einklang steht und ob er nach den geltenden rechtli-

chen Anforderungen aufgestellt wurde.

Die gesetzlichen Vertreter sind verantwortlich fiir die Aufstellung des Lageberichts in Uberein-
stimmung mit den &sterreichischen unternehmensrechtlichen Vorschriften.

Wir haben unsere Priifung in Ubereinstimmung mit den Berufsgrundséatzen zur Priifung des Lage-
berichts durchgefinhrt.

Urteil

Nach unserer Beurteilung ist der Lagebericht nach den geltenden rechtlichen Anforderungen auf-
gestellt worden, enthélt zutreffende Angaben nach § 243a UGB, und steht in Einklang mit dem
Jahresabschluss.

Erkldrung

Angesichts der bei der Prifung des Jahresabschlusses gewonnenen Erkenntnisse und des gewon-

nenen Verstdandnisses Uber die Gesellschaft und ihr Umfeld wurden wesentliche fehlerhafte Anga-
ben im Lagebericht nicht festgestellt.
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Zusatzliche Angaben nach Artikel 10 der EU-VO

Wir wurden von der Hauptversammlung am 24. April 2018 als Abschlussprifer gewdhlt und am
24. April 2018 vom Aufsichtsrat beauftragt. Wir sind seit dem am 31. Dezember 2018 endenden
Geschaftsjahr Abschlusspriifer.

Wir erkldren, dass das Priifungsurteil im Abschnitt "Bericht zum Jahresabschluss" mit dem zu-
satzlichen Bericht an den Priifungsausschuss nach Artikel 11 der EU-VO in Einklang steht.

Wir erkldren, dass wir keine verbotenen Nichtprifungsleistungen (Artikel 5 Abs 1 der EU-VO) er-
bracht haben und dass wir bei der Durchfiihrung der Abschlusspriifung unsere Unabhangigkeit
von der gepriften Gesellschaft gewahrt haben.

Auftragsverantwortlicher Wirtschaftsprifer

Der fiir die Abschlussprifung auftragsverantwortliche Wirtschaftspriifer ist Herr Mag. Karl Fuchs.
Wien, am 28. Februar 2019

Ernst & Young
Wirtschaftspriifungsgesellschaft m.b.H.

Wirtschaftsprifer Wirtscha

/ /
V '/ & ."/ / /
Mag. Karl Fuchs ppa Dip . (FH) Itl /Manfred Siebert
rifer
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Statement of all legal representatives pursuant to § 124 para 1 (3) Austrian
Stock Exchange Act

We confirm to the best of our knowledge that the Consolidated Financial Statements
as of 31 December 2018, which were compiled in accordance with the International
Financial Reporting Standards (IFRS) as adopted by the European Union (EU),
present a true and fair view of the assets and liabilities and the financial position of
the Group as of 31 December 2018 and of the financial performance for the year
then ended, and that the Group Management Report as of 31 December 2018
presents the development and performance of the business and the position of the
Group in such a way as to give a true and fair view of the assets, liabilities, financial
position and financial performance of the Group, and that the Group Management
Report describes the principal risks and uncertainties the Group faces.

We confirm to the best of our knowledge that the Annual Financial Statements of
SCHOELLER-BLECKMANN OILFIELD EQUIPMENT Aktiengesellschaft as of 31
December 2018 which were compiled in accordance with the Austrian Commercial
Code (UGB) provides a true and fair view of the assets and liabilities and the financial
position of the Group as of 31 December 2018 and of the financial performance for
the year then ended, and that the Management Report presents a true and fair view
of the development and performance of the business and the position of the
Company, together with a description of the principal risks and uncertainties the
Company faces.

Ternitz, 4 March 2019

(et

Ing. Gerald Grohmann Mag. Klaus Mader
The Executive Board

174



.\H R ‘ \\\\ '\

fy \\\\




