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YEARLY REPORT

OF SPECIAL TRUSTEES FOR THE ACCOUNTING YEAR 2016

UCM Resita SA (company in insolvency, en procedure collective), with the registered oftice
located in Bucharest, Montreal Square 10, World Trade Center Building, Entrance F, 1st Floor,
Office no. 1.50, Sector 1 and the administrative headquarters (working station) in Resita. Golului
Street, no. 1 Caras-Severin County, registered in the Trade Register of Bucharest under no.
J40/15628/2011, CUI 1056654 (hereinafter referred to as the Company or UCMR).

UCM Resita SA Field of Activity

The main field of activity of the Company, under the Classification of Activities in National
Economy (CAEN). is manufacturing of equipment for production and use of mechanical power
(except motors for aircrafts, vehicles and motorcycles) - Code 281,

The Company's main activity consists in the manufacture of engines and turbines ( except motors
for airerafts, vehicles and motorcycles) - CAEN Code 2811,

Brief History

Resita Works was established during the reign of Empress Maria Theresa, on July 3. 1771 by
commissioning the first two furnaces and forges, on the left bank of the river Barzava. The plant
was developed gradually in the course of history. expanding geographically in proportion as
diversification of the production areas took place.

The period (1771 - 1854) during which Resita Works belonged to the Austrian Tax
Administration, who exercised its management and control through Banat Mining Directorate.

Within 1855 - 1920, known as StE.G Period. Resita Works were in the properly of the
[nternational Consortium StE.G. "K.wK Oberprivillegierte Staatseisenbahn Gesellschaft”, an
Imperial and Royal privileged Company of the State Railways.

In 1872 was built the Screw Factory from Anina.

At the end of the First World War, in 1920. based on the Royal Decree. the industrial colossus of
Caras-Severin 1s named Resita Iron Works and Estate.

In 1948, the plant is nationalized, and in 1949 - as result of the truce between Romania and the
USSR, the plant becomes a Romanian-Soviet joint venture, divided into two parts: Sovrom Metal -
metallurgical branch and Sovrom Oil Equipment - machine building branch.

In 1962, the two Sovrom are joined into a single administrative entity and the new name is Resita
Machine Building Company.
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Within 1954-1978 the plant in extended by building the platform for hot-metal working sectors.
Within 1970-1972 was built the platform for the General Design Directorate Platform located at
the exit from Resita to Caransebes.

Within 1975-1980 was built the platform Célnicel, in the north of Resita,

The name of the company is changed for the last time in 1991: UCM Resita - Resita Machine
Building Company, when by the Government Decision no. 1296/1990 becomes a public joint stock
company and is listed on the Bucharest Stock Exchange since 1997.

The Company was privatized in December 2003, by selling the package of shares of 51% held by
the Authority for Privatization and Sharcholding Administration (“*APAPS™) to the Consortium
formed by the Swiss Company INET A.G. and the Association of Employees from the Machine
Building Company Resita.

Since 2005, the Company was in the process of reorganization, aiming to organize its activities so
as Lo focus the production on specitic traditional activity (manufacturing and marketing of hydro
power units). The program included measures for structural reorganization of the Compcauny.
technical and technological restructuring, environmental investments and financial restructuring,
consisting of:

» Increased coverage with orders for production capacities:

~ Increased revenue from exports, to reduce the structural risk of sales:

~ Capitalization of company’s basic activities, as they were referred to in the e privatization
contract;

~  Adjustment of company’s financial structure by restoring the supplier’s credit:

~ Increase of financial discipline for collecting and obtaining of bank financing:

~ Development of an investment plan needed to maintain the competitiveness of the

company's products and diversification of production.

According to the legislation in force at the time of privatization, the Company had the benefit of
two Common Ordinances, respectively OC 6/502/03.06.2006 and OC 9083/29.03.2007. on
granting payment facilities, by exemption and rescheduling the budgetary obligations owed and
outstanding, totaling 199,875,331 lei.

At the end of 2009, due to failure to pay the current debts in due time. the Company loses the
facilities granted by the two Common Ordinances at privatization and. thus the historical debts are
reactivated.

The Company continues to record further significant losses and the lack of funding leads to
blockage in company’s activity.

-
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Taking this into account, during the meeting of the Board of Directors that took place on
30.11.2011 was decided to open the general procedure of insolvency. with the purpose to
reorganize the activity, the necessary documentation being filed at the Court of Law Bucharest.

On 06.12.2011. the Court of Law Bucharest in the file No. 75017/3/2011 decided to accept the
application for opening the insolvency proceedings, leaving the Company the right to manage the
activity and to administrate the assets. property rights held under the supervision of the Official
Receiver appointed by the syndic judge - Consortium consisting of the insolvency practitioners
EURO INSOL SPRL and VF INSOLVENTA SPRL.

Bricf overview of the main products manufactured:

a) Hydro power units and hydro-mechanical cquipment:
» HYDRAULIC TURBINES, custom designed, with outputs over 10 MW and under 10
MW, type Francis, Kaplan and Bulb having the parameters adequate for hydropower

plants, including separate components;

» HYDROELECTRIC GENERATORS. custom designed, with outputs up to 200 MVA.
having the parameters adequate for the hydraulic turbines, including separate components:

~ Standard SMALL HYDRO POWER UNITS. with outputs up to 1200 kW and MICRO
HYDRO POWER UNITS with outputs up to 100 kW:

» GOVERNORS for hydraulic turbines:
» EXCITATION SYSTEMS for hydroelectric generators;
» AUXILIARY EQUIPMENT for turbines, generators, power plants;

» VALVES (custom designed) butterfly, spherical. open chamber needle valve and slide valve
type;

~ LARGE HYDRAULIC SERVOMOTORS. with diameters between 160 and 600 mm and
strokes between 500 and 17500 mm.

b) Spare parts for Diesel engines:
» SPARE PARTS for high, low and medium speed Diesel engines.:
~ SPARE PARTS for Diesel generator groups.

¢) Welded assemblies and welded metal structures

The main marlkets for cach product sold or service rendered in 2016:
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No. Group of products Markets
1. Hydro Power Units (new products and rehabilitation) Romania, Austria, I'rance
2. Electric motors + repairs Romania
3. Spare parts for railway engines Romania
i Romania, Hungary, France.
4, Miscellancous ¢ S
Denmark
. Services Romania
0. Other revenues Romania

The weight of each sort of products or services reflected in the total sales of UCMR for the

year 20156 is as follows:

No. Group of products Weight in total sales

1. Hydro Power Units (new products and rehabilitation) 76.786.516 %

2 Electric motors + repairs 0.97 % -5
3. Spare parts for railway engines 0.01 % ]
4. Miscellancous 1.79% o
3 Services 9.95 %

6. Other revenues 0.77 %

The main objective of UCMR for the year 2017 is strengthening of its position in the domestic
market and finding of new markets. In order to strengthen the relationship with traditional clients.
the Company 1s seeking to increase the volume of contracts/orders in the field of hydro - hydro

power units (repairs, modernization, rehabilitation and new equipment).

In order to achieve this objective, tie Company runs a series of contracts. mainly on the domestic
market, mostly with the branches Hidroelectrica and SSH Hidroserv: HPP Paclisa: HPP Beresti:
HPP PdF; HPP Bretea; HPP Rastolita. but also with other companies such as Romelectro

Bucharest - FIPP Stejaru.

For the year 2017, UCMR aims to participate in execution of general overhauls and modernization
works on the domestic market. for several projects of Hidroelectrica. such as; HPP Calimanesti.

HPP Vidraru and HPP Slatioara.

Since the Company has the required technological capabilitics and know - how. we intend to
develop certain types of work and products that are different from those in the hydropower field.

UCMR main competitors in each major products and services
The main domestic and foreign competitors of the Company, i.e. products to which we are in

competition with them. are:
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Group of products

Compceting company

Domestic

Foreign

Complex Hydro Power Units
(including rehabilitation and
components)

Voith Hydro Romania SRL

Andritz Hydro

Alstom Power Romania SRL

Voith Hydro

Gena Electric SRL Bucharest

Alstom Power

Litostroj - Slovenia

Companies in China

Significant reliance on a single customer or to a group of customers, whose loss would have a
negative impact on the Company’s revenues
The main customers of the Company, as a result of the turnover value achieved in 2016. are listed

below:
No. Customer Weight in total sales
L. ROMELECTRO S.A. 76.96 %
2. S.S.H. HIDROSERYV S.A. 7.74 % )
3. SPEEH HIDROELECTRICA S.A. 3.03%

[t should be noted that UCM Resita SA is captive on the domestic market depending, at least
87.73%. of a single customer, as in case of contracts carried out throngh ROMELECTRO S.A. and
HIDROSERYV S.A, the final beneficiary is the same, namely HIDROELECTRICA SA.

Number of employees, the degree of unionization
On 31.12.2016, UCMR had a number of 958 employees assigned to the following structure:

Category Number Pereentage (%)
Workers 680 70.98 %
Foremen 26 271 %
Officials 252 26.30 %
TOTAL 938 100.00 %

The unionization degree of the workforce in December 2016 was of 74.11%.
The employer acknowledges the “Union Resita 17717 as representative union. in accordance with
the Law 62/2011 (The Law of Social Dialogue) but also the “Independent Free Union”, as legally

constituted union.

—

The rights and obligations of employees are established by the Individual Labor Agreement
concluded between the representatives of the employer and the representatives of the employees on
11.08.2015, but also by the Internal Regulation as annex and part of the applicable Collective

Labor Agreement.

The signatory parties to this agreement undertake to cooperate in its implementation. based on the
principle of good faith, in strict compliance with the law and informing each other and promptly on

emerging issues.

During 2016 there were no labor disputes, the unions even taking an active role in supporting the
interests of the Company, under the harsh conditions of the insolvency period.

6
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Trends, clements or factors of uncertainty affecting fhe Company's liquidity, compared to the
same period of the last year

According to the Profit and Loss Account. in 2016 the operaling revenues increased by
approximately 28.49% over the previous year. the weight of operating revenues in total revenucs
being of 97.21%, compared to 96.01% in 2015. respectively 95.32% in 2014,

Lei ]
Revenues
2014 2015 2016
Operating revenucs 33.193.926 38.697.249 49.722.327 |
Financial revenues 1.628.093 1.606.307 1.427.730
Total revenues 34.822.019 40.303.556 SL150.057
Weight in percentage (%)
Revenues
2014 2015 2016
Operating revenucs 95.329; 96.01% 97.21%
Financial revenues 4_55(;0 3.0004 2 790,
Total 100.00% 100.00% 100.00%

[n 2016. the weight of operating costs in total expenses is of 96.59%. compared to 90.70% in 2015,
respectively 77.56% in 2014,

Lei
Expenses
2014 2015 2016
Operating expenses 26.019.815 34.473.969 6.874.572 |
Financial expenses 7.527.205 3.536.838 2.392.379 r
Total expenses | 33.547.020 38.010.807 70.266.951 |
Weight in percentage (%) R
Expenses ——
2014 2015 2016
Operating expenses 77.56% 90.70% 96.59%
Financial expenses 22.44%, 9.30% 3.41%
Total 100.00% 100.00% 100.00%

The main economical-financial indicators are shown in the table below. with the note that it was
filled with "N/A" at those indicators of the accounting vears 2014 and 2015 which include in
calculation the negative amounts (values), respectively the losses for the current accounting year
and/or previous one.

Indicators 2015 2016
I Liquidity indicators
Indicator for current liquidity - in number of times 0.12 0.10
Indicator for inmmediate liquidity (acid test) - in number of tines 0.08 0.07
2 Risk indicators
Indicator for indebtedness rate N/A N/A

Indicator for interest coverage - in nuniber of times
(if negative, it will not be calculated) 1.26 N/
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3 Activily indicators

Turnover ratio of debts - customers - in nmuber of days 1600 305
Turnover ratio of credits - suppliers - in mumber of days 211 130
Turnover ratio of fived assets - nuniber of times 0.19 .30
Dirnover ratio of total assets - in number of times 0.13 0.22
Turnover ratio of stocks - in number of times 2.36 2.51

4 Profitability indicators
Gross margin on sales (%) 51% N/A

The indicator for current liquidity with reference to the operating capital, respectively the indicator
for immediate liquidity (acid test), represents the ratio between current liabilitics (on short term)
and current assets, and respectively the ratio between these liabilities and the current assets less the
stocks.

The values of these indicators are below the levels recommended for a situation of {inancial
stability, reflecting a reduced capacity to cover the current liabilities from the current assets. and
respectively from receivables and liquidity.

The indebiedness rate shows how many times the loan capital (credits for a period exceeding one
year) is included in equity, reflecting the situation for long-tem financing of the Company at the
end of the accounting year. This indicator is not calculated. since the Company has no credits for a
period exceeding one year, respectively the equity has negative value.

The rate of interest coverage shows how many times the expenses can be covered by the interest
from profit before interest and tax. The smaller are the values of these indicators. the greater is
considered the risk for the Company's position. In 2016 the Company ended the accounting vear
with losses and this indicator is not calculated.

The turnover ratio of debits-customers shows the number of days within which the debtors
(customers) pay their debts to the Company and thus expresses its effectiveness on the recovery of
receivables.

The turnover ratio of credits-suppliers shows the number of eredit days that r/e Company obtains
from its suppliers. 7/e Company has credibility in terms of its ability to pay the suppliers.

The turnover ratio of fived assets shows the management efficiency in the use of fixed assets.
expressing the value of the turnover generated by their exploitation. An increasing value shows
that there 1s a better efticiency in the use of the fixed assets.

The turnover ratio of the total assets shows the management efficiency in the use of all the
available assets. expressing the value of the turnover generated by them. In the accounting year
ended, there is noticed an increase in the efficiency to use the Company's assets.

The turnover ratio of stocks indicates the management efficiency in the use of current stocks.
expressing the number of their revolution in relation with the total costs of the turnover.

The gross margin from sales reflects the Company's efficiency expressed by the weight of profit in
total revenues, respectively its advantageousness (profitability). A low value of this percentage
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may reflect the fact that the Company is unable to control its production costs or to achieve the
optimum sale price. In 2016 the Company ended the accounting year with losses and this indicator
is not calculated.

Location of main production capacities:
The Company's activity on 31.12.2016 was divided into the following sectors of production:

YY VY Y Y

Department of Heavy Mechanics

Department of Electrical Machines I
Department of Electrical Machines 11

Department of Welded Assemblies and Mechanical Machining
Department of Heat Treatment

Department of Turbines and Marine Spare Parts

Situation of lands and issues related to the ownership on the Company’s tangible assets
The situation of lands owned by the Company at 31.12.2016 is as follows:

No

Location

Certificate of ownership

Renwining area

Non-tabulated

lands owned by

UCMR with

Legal status
(CP/CE)Y

N i SO .d 1 N e E
. repiEded i CF certificate of Renurks
ownership
. il Pl a e 10f 2
I | ABC Industrial Platform MG3 no. 4424 306,300 bt |
2 | Dept. of lubricants Mociur MO3 no. 5059 439162 Tabulated
3 | Oxygen Factory Mociur MO3 no. 5057 24,323 Fabulated
4 | Casting Factory Mociur MO3 no. 5337 17:4.798.65 Tubulated
5 | Parking stock MO3 no. 5038 11,564 Tabulated
6 | Drinking water tank Mociur MO3 no. 5336 1415 fabulated
‘archouse fi :Is Des - Tabulated |
7 Warchouse for models Dealu MO3 1o, 47726 11.545 Tabulated
Mare
; Tabulated
g Land for industrial water pool MO3 no. 4727 180
Dealu Mare
vl s  Renk Tabulated
9 [?n.dm_tmn Gear Box Renk MO3 no. 4431 22907
IFactory
Tabulated 80.010
10 | Industrial bays Cilnicel MO3 no. 33507 86.010.44 158 sq.nm. f:l—'"
138 sq.m
Non-tabulated
T \}_muhuusc& slorage rooms MO3 no. 5306 50.672.68 Tabulated
Cilnicel
: ; I _ Tabulated
12 | Decep connection station Cilnicel MO3 no. 5493 2.860
13 | Compressor station Cilnicel MQ3 no. 7639 ] 4,680 sq.m.
Non-tabulated
14 | House of Culture CF no. 32854 9360 Tabulated
15 | Nursery MO3 no. 3907 2.860 Tahitlated
o 1 Tabuluted
16 | Hostel no. 1 MO3 no, 3301 023
" Tabulated
17 | Hostel no, 3 MO3 no, 3302 623

9
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| Tabulated

18 | Hostel no. 5 MO3 no. 3298 608 e
19 | Hostel no. 2 MO3 no. 3300 621 Tabulated =
. Tabulated |

20 | Block of bachelor's rooms MO3 no. 3297 441 thufatee

21 | Screw Factory Anina MO3 no. 4429 10.781 Tabulated

22 | Moniom MO3 no. 4430 24,6760 Fabulated

il afealp = [ Tabulated

23 | Land in Vilcea B uf ""IIL.‘md CEMo 1.000
15682 |
Total 748,762.39 4.838 sg.m i‘
Note: The area of 3,849 square meters recorded in the Company s bookkeeping represents land

with right of administration (inventory no. 40103).

Claims:

File No.

Court of

Hearings

AU, In Court Appliednt jurisdiction Remarks
Mihailescu o
' Ter . 904 72017 wae
3436/290/201( Gheorghe Courthouse of By Termination A s l'“m—_,“ 45
B Mihiilescu Resita - suspended the trial under Art. 36 ol
L —— Law no. 83/2006
28/115/ Simut Meclania 't ol Law ;
g o P S i e f N 24.04.2013 | Claim under Law no. 10/2001

Marketable securities issued by the Company
The shares of the Company are listed on the Bucharest Stock Exchange. Listing of company’s
shares on BSE started on 25.07.1998, until then the company's shares being traded on RASDAQ
market.

Once the insolvency was declared, the Company's shares were suspended from trading,
At the end of 2016 the Company had a total of approximately 10,324 shareholders, natural and
legal persons.

The nominal value is of 0.1 lei/share.

The synthetic. consolidated structure of shareholders owing financial instruments representing at

lcast 10% of the registered capital of the Company at the end of 2016 is as follows:

Number of

: 1
Percentage in the share |
]

No. Name of sharcholder capital
shares v,

1 INET AG 106.403.900 96.7890 |
ASSOCIATION OF EMPLOYEES FROM RESITA MACHINE

5 ASSOCI \JIEN ! EMPLOYEES FROM RESITA MACLHINE 662.638 0.6028
BUILDING COMPANY

3 List of sharcholders — legal persons 1.970.829 1.7927

4. List of sharcholders — natural persons 896,537 (0.81355
TOTAL 109.933.904 100.0000

Rights arising from shares

10
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The shares of the Company are registered shares, being issued in dematerialized form. and are
administered by the Central Depository Bucharest. The shares are equal in value and give equal
rights to owners.

Each share entitles the owner to dividends, the right to vote and to be elected to the ( ompany's
bodies. the right to vote at the General Meeting of Sharcholders, the preference right to subscribe
the registered shares issued in order to increase the registered capital. the right to information. the
right to participate in the distribution of company's net assets in case of company liquidation, also
other rights. under the provisions of the Memorandum of Association and the legislation in force.

General Meeting of Sharcholders

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 Mectings 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 Sharcholders shall appoint a special trustee to represent the interests of the
company and sharcholders and to attend the proceedings.

At the Extraordinary General Meeting of Shareholders 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.

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 2015 had the following structure:

~  Mr. Cosmin URSONIU — General Director

~ Mors. Liliana Nicoleta IONETE - Human Resources and Economic Director

»~ Mr. Danicl BANDRABUR - Contract Management and Commercial Director. until
December 15, 2016

» 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.






