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YEARLY REPORT

OF SPECIAL TRUSTEES FOR THE ACCOUNTING YEAR 2017

I. Non-financial declaration
1. Presentation of SC UCM Resita SA

UCM Resita SA, a company located in the southwestern part of Romania, was founded on 3 July
1771 by the first kilns and forges, which is the oldest industrial unit in Romania and one of the
oldest in Europe. It is worth mentioning that, at the time of their inauguration (July 3, 1771), the
factories in Resita overtook the founding of famous factories such as Krupp Germany (1811),
Vitkovice (1829), Donavitz (1836), MAN (1834), Sulzer ) Burmeister Wain (1843), Skoda (1851).
If the beginning was devoted to the metallurgical sector, the machine building sector gradually
developed, reaching to be preponderent in the last quarter of the nineteenth century. The two
sectors coexisted for a long time completing each other within the same fully integrated unit.

SC UCM Resita SA, the continuation of the activity of the machine building sector in the Resita
industrial complex, as it is known today, is the result of many years of experience in the
construction of machinery, transport, energy, metallurgical and chemical industry.

Since 1960, it has designed and built over 90% of the national hydropower equipment, putting in
operation more than 6,325 MW installed power, representing 326 hydro-aggregates. The plant has
accumulated over time, a distinct culture and has reached, both in the country and abroad, a special
reputation based on tradition, competence and quality.

In 1991, according to Government Decision no. 1296/1990, UCM Resita becomes a public limited
company and it is listed on the Bucharest Stock Exchange since 1997.

UCM Resita SA was privatized in 2003, through the conclusion of the share sale-purchase contract
no. 57 / 23.12.2003, between the Authority for Privatization and Shareholding Administration
(APAPS), as the seller, and the consortium consisting of the Swiss company INET AG and the
Association of Employees UCM Resita SA as buyers. The value of the transaction was 13.1
million euros, for the stock of shares accounting for 60.67% of the company's share capital. At
present INET AG owns 96.7889% of the share capital of UCM Resita.

At the end of 2017, the company had approximately 10,324 shareholders, natural and legal
persons.

The amount of the share capital is 10,993,390.40 lei, representing 109,933,904 shares. All shares
are common and give the same voting right, with a nominal value of 0.1 lei / share.

The shares of the Company are quoted on the Bucharest Stock Exchange. The listing of the
company's shares on BSE began on 25.07.1998, until then the company's shares were traded on the
RASDAQ market.

Once the company entered into insolvency, the Company's shares were suspended from trading.
The company has a total area of 75.74 hectares and is located on three industrial platforms (ABC,
Calnicel and Mociur) located in three different areas of Resita.

The shares of the Company are nominative, being issued in dematerialized form and administered
by CENTRAL DEPOSITOR Bucharest.

Actions are equal in value and give equal rights to holders.
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Each share entitles the holder to the right to dividends, the right to vote and to be elected in the
organs of the Company, the right to vote in the General Assembly of the Shareholders, the
preference right to subscribe to nominative shares issued for the increase of the share capital, the
right to information, participates in the division of the net asset in case of liquidation of the
company, as well as other rights, according to the provisions of the Constitutive Act and the
legislation in force.
The Society also has numerous assets outside the current production area, both in Resita (Cultural
House, Semenic Kindergarten, formerly Kindergarten with Prolonged Program No.7, housing
blocks - former homes of unfamiliar, land etc.) and in Anina (Screw Factory) and a land in
Ramnicu Valcea.
The production activity of the Company can be structured on the following sectors of production:

e Turbine Division and Spare Parts (former Naval Section)

e The heavy mechanics section

o Electric Machinery Section I

e Electrical Machines Section IT

¢ Sculpture section (preserved)

e Welded Assemblies Section and Mechanical Processing

o Heat Treatments Section

o Diesel locomotive section (preserved).
According to the closing session of 06.12.2011, file 75017/3/2011 the Bucharest Court ordered the
opening of the insolvency proceedings against UCM Resita, leaving the company the right to
manage the activity, to manage the assets, the rights maintained under the supervision of the
appointed administrator of syndic judge - consortium consisting of insolvency practitioners EURO
INSOL SPRL and VF INSOLVENTA SPRL.
According to art. 18 of Law 85/2006, on insolvency proceedings, after the opening of the
procedure, the General Meeting of Shareholders held on 12.11.2012 appointed a Consortium of
Special Administrators representing both the interests of the company and the shareholders and to
participate in the procedure.

General Meeting of Shareholders
The General Meeting is the governing body of the Company which has full discretion to order or
ratify acts relating to the Company and to make decisions about its commercial, financial and legal

activity.
The General Meetings of Shareholders may be ordinary and extraordinary.

Management of the Company

In compliance with the Decision of Bucharest Court of Law dated 06.12.2011, following the
application regarding the opening of insolvency proceedings, the Company has retained the right to
manage the assets under the supervision of the Official Receiver appointed by the syndic judge.

According to Article 18 of Law 85/2006 on insolvency proceedings, after opening of proceedings,
the General Meeting of Shareholders shall appoint a special trustee to represent the interests of the
company and shareholders and to attend the proceedings.

At the Extraordinary General Meeting of Sharcholders dated 12.11.2012 was approved the new
structure for special management of the Company consisting of two representatives that jointly act,
represent and engage the Company, having the right of joint signature.
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Thereby, Mr. Cosmin URSONIU and Mrs. Nicoleta Liliana IONETE have been designated as
Special Trustees of the Company.

Executive management of UCM Resita S.A.
The executive management of the Company during 2017 had the following structure:

» Mr. Cosmin URSONIU — General Director
» Mrs. Liliana Nicoleta IONETE - Human Resources and Economic Director
» Mr. Stefan VERDET - Director of Production

The executive management of the Company was assigned on indefinitely period of time.

From the executives, Mr. Stefan VERDET participates in the registered capital of the company
with a number of 40 shares.

In the last five years, no member of the administrative or executive management of the Company
was involved in litigation or administrative procedures.

Internal Audit
The internal audit objectives are:
e Objective insurance and counseling of the company's systems and activities in order to
make them more efficient
° Supporting the achievement of the company's objectives through a systematic and
methodical approach that evaluates and improves the effectiveness of the management
system, based on risk management, control and management processes.
Internal audit activity is exercised over all activities within the Company in accordance with the
approved Annual Internal Audit Plan or Audit Missions set up by the Special Administrator
outside the plan.
Internal auditing ensures greater efficiency through a more appropriate use of human and material
resources, as well as better coordination between the various departments of the Company.

2. Business model description

The main activity domain according to the National Economy Classification (NACE) is "the
manufacture of equipment for the production and use of mechanical power (except for engines for
aircraft, motor vehicles and motorcycles) - Code 281."
The main activity of the Company is "manufacture of engines and turbines (except for aircraft,
motor vehicles and motorcycles) - 2811 CAEN Code".
The company also provides technical assistance services for the rehabilitation and improvement of
existing engineering solutions, specializing in the fields related to its core business.
The main categories of products and services the Company carries out are:
» Hydroelectric units equipped with turbines of the type: Kaplan (up to 180 MW), Francis
(up to 170 MW), Bulb (up to 28 MW), Pelton (up to 20 MW) and related installations
(valves, regulators and groups pressure oil) and hydrogenerators with auxiliary
installations;
» Constructive design, technological design, assembly, service for manufactured products /
equipment;
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» Asynchronous electric motors with power ranging from 500 to 10,000 KW: synchronous
motors and synchronous generators with power ranging from 500 to 12,500 KW; motors
and DC generators with power ranging from 500 to 6000 KW

» Welded assemblies (metal welding constructions / confections), for various purposes;

Spare parts and repairs / modemization / rehabilitation for all hydro and non-hydro

equipment;

Hydromechanical equipment - repairs;

Machining of forged parts,

Destructive tests within the lab for destructive testing;

Calibration / verification and repair of measuring instruments within the metrology

laboratory

» Thermal, thermochemical and galvanic treatments

Currently, the solution to pollution, global warming and ultimately to energy independence is

green energy. Compared to the electricity produced in classical power plants, the energy produced

in hydropower plants is clean, non-polluting.

Starting from these premises, all efforts are subordinated to the Company's mission, to be on the

Romanian market the main supplier of equipment for investment projects, re-technology and

repairs of the hydro-energetic facilities in the country.

v
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3. Main suppliers
Depending on the ability to provide safe products / services, recommended for the manufacture of
items of high importance, UCM Resita's suppliers are highlighted in three categories:

» Class A of those who have more than 15 points for the criteria imposed by society;

» Class B, which consists of those who meet between 10 and 15 points for the criteria

imposed by the society;

» Class C among those who meet less than 10 points for the criteria imposed by society.
The company has 120 established suppliers, out of which 101 are suppliers in the country, 14 are
suppliers of imported products and 5 are suppliers for external collaborations.
Of the domestic suppliers, 86 are in Class A capability and the rest in Class B. All external and
collaborative suppliers are in Class A.
The main suppliers of UCM Resita SA are:

» Chimtitan Bucharest - putty, lacquers, primers, paints
Hidarom Sibiu - measuring and control devices, hydraulic equipment, assembly devices
Duectil Buzau - electrodes, welding equipment
Romsenzor Bucharest - measuring and control devices, low voltage devices
Thermodynamic Arad - faucets
Miras International - metallurgical products, debited metal structures
Pro Thnic Cluj - glass fiber fabrics, sealing material
Unionocel Czechia - table
Isovolta AG Austria - electrically insulating.

VVVVVYYY

4, Major Customers

The final beneficiary of hydroelectric equipments made by UCM Resita SA is SPEEH
HIDROELECTRICA SA, whether the Company has contracts concluded directly with this
company, whether it is a subcontractor of SSH HIDROSERYV SA, or Romelectro SA.
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SPEEH HIDROELECTRICA SA, a leader in power generation and the main provider of
technological services required in the National Energy System, is a vital company for a strategic
sector with implications for national security.
The company was founded in 1990 under the name of RENEL, successor to the Communist
Electricity Ministry. In 1998, following the process of reorganizing the energy sector, a holding
company, CONEL, with four subsidiaries: Termoelectrica, FElectrica, Hidroelectrica and
Nuclearelectrica, was created. Hidroelectrica has undergone, over time, a long and complex
process of restructuring and reorganization.
Currently it operates through the 7 branches: SH Bistrita, SH Cluj, SH Curtea de Arges, SH Hateg,
SH Portile de Fier, SH Ramnicu Vélcea and SH Sebes.
SSH HIDROSERYV SA, Hidroserv S.A., Hydroelectric Services Company, is a subsidiary of the
Hidroelectrica S.A. Hydroelectric Power Generation Company, having the legal form of a joint
stock company. Company S.S.H. HIDROSERV S.A. has as main object of activity "Electricity
production”, the eight branches of the company (Bistrita, Cluj, Curtea de Arges, Hateg, Iron Gates,
Rémnicu Vilcea, Sebes, Slatina) being certified to provide services consisting of:
Installation and maintenance of energy aggregates;
Design of electrical, automation and mechanical installations;
Installation and maintenance of high and low voltage electrical installations;
Installation, maintenance and modernization of equipment and secondary circuits PRAM,
AMC;
Civil, industrial and hydro-technical constructions;
Performance and specialty tests;
Technical support and design works in the energy field;
Topo-geodetic and topobatiometric measurements;

» Road transport.
By the closing of the hearing held on 10.10.2016 by the Bucharest Tribunal in file 36365/3/2016,
the opening of the general insolvency procedure against SSH HIDROSERYV SA was ordered.
SC ROMELECTRO S.A. is one of the most important EPC Contractors in Romania, covering its
entire energy chain through its projects: energy production, transportation, distribution and supply.
Founded in 1971, Romelectro becomes the foreign trade organization of the Energy Ministry at
that time, and since 1994 it has become a 100% privately owned company.
In its 45 years of existence, Romelectro has carried out large-scale contracts both on the domestic
and international markets.

\7
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5. Main Competitors

On both the Romanian and the international market, UCM Resita has to cope with fierce
competition represented by branded companies in the field of hydropower equipment.

VOITH HYDRO GmbH & Co. KG KG sets standards in the energy, oil and gas markets, paper,
raw materials, transport and automotive. Founded in 1867, Voith has more than 20,000 people,
generates € 4.4 billion in sales, operates in more than 60 countries around the world, and is
currently one of Europe's largest family companies.

ANDRITZ HYDRO GmbH, headquartered in Vienna, Austria and over 175 years of experience,
has more than 50 locations in over 25 countries worldwide and is organized in five major
divisions: Large Hydro; Service & Rehab; Compact Hydro; Turbo Generators; Pumps. It is a
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global supplier of electromechanical systems and services ("water-to-wire") for hydropower plants
and one of the world's leading manufacturers of hydraulic power.

ALSTOM POWER HYDRO, headquartered in Levalois - Perret, France, and manufacturing and
manufacturing subsidiaries in France, India, Canada and Switzerland and only manufacturing in
China, Spain and Brazil, Alstom can deliver hydroelectric solutions and services in a timely
manner and effective throughout the world. It has more than 100 years of experience in
engineering, procurement and construction (EPC) of new power plants and operates in more than
70 countries around the world. He also has experts in the refurbishment, modernization and service
of existing plants.

6. Technical Equipment

UCM Resita has great opportunities for:

» machining on large, medium and small lathes, on milling machines, planing machines,
grinding machines, adjusting machines, CNC machines.
machining on top lathes of parts up to @ 3,650 x 16,460 mm and weight up to 80 tons;
Machining of carousel lathes with diameters up to @ 16.000 mm and weight up to 125
tons;
> Drilling up to @ 160 mm with hole widening up to @ 630 mm maximum at a depth of
maximum 11,000 mm; workpiece weight up to 20 tons and honing possibilities;
milling of parts with length / width / height up to a maximum of 24000/5500/4500 mm on
milling machines;
milling and boring on milling and boring machines with large dimensions:
clamping for parts with width / maximum height: 2000/2000 mm;
grinding on internal surfaces at minimum / maximum @ 20/350 mm diameters, external
surface grinding to diameters up to @ 400 mm and lengths of 20.000 mm.
nondestructive tests in the non-destructive testing laboratory;
destructive tests within the destructive testing laboratory;
calibration / verification and repair of measuring instruments within the metrology
laboratory;
thermal, thermochemical and galvanic coatings
welding equipment: for cutting, shaping and welding;
blasting equipment
painting equipment

»
>
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7. Company development policies and their outcome

UCM Resita SA has implemented and operates an Integrated Quality Management System -
Environment-Health and Occupational Safety, in accordance with the SR EN ISO 9001: 2015, SR
EN ISO 14001: 2015 and SR OHSAS 18001: 2008 referencing requirements, with the certification
body Lloyd's Register Quality Assurance, as follows:

» Quality management system according to the SR EN ISO 9001: 2015 standard

» Environmental management system according to the SR EN ISO 14001: 2015 standard

» Occupational health and safety management system according to the SR OHSAS 18001:

2008 standard.

It also holds the following certifications / attestations / authorizations / licenses:






