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1. ANALYSIS OF THE TRADING COMPANY’S ACTIVITY
a) Description of the Company's core business.

The line of business of S.C. ELECTROAPARATAJ S.A. was also maintained in 2015, and it is,
according to the Articles of Association, “Manufacture of electricity distribution and control apparatus” - NACE
Code 2712.

The main line of business of S.C. ELECTROAPARATAJ S.A. is the design, manufacture and marketing
of low voltage electrical equipment. Moreover, S.C. ELECTROAPARATAIJ S.A. provides services in: applied
research activity, repairing electrical items, electrical appliances testing and analysis etc.

In the next period, no significant changes are foreseen in terms of the line of business of the company
S.C. ELECTROAPARATAJ S.A., as the company focuses on core business, the production of low voltage
electrical equipment intended mainly for industrial purposes.

b) The company ELECTROAPARATAJ S.A. was established in 1990 (G.D. 1327/21.12.1990), by
transforming the state industrial company ELECTROAPARATALJ - established in 1949.

Between 1990 and 1995, the company was 100% state-owned. As a result of the mass privatization
program in 1996, 60% of the share capital of ELECTROAPARATAJ S.A. was subject to privatization through
vouchers and certificates, as this was the first stage of the privatization. A second stage occurred in 1997, when
the State Property Fund sold by public offering the shares from the remaining share capital it still owned, so at
the moment ELECTROAPARATAIJ S.A. is a fully privatized company.

¢) In 2011, ELECTROAPARATAJ S.A. acquired 1 share from SC UMEB TRADING SRL and
contributed to the share capital increase of SC ELJ PRELUCRARI METALE from RON 700 to RON 127,280 by
capital inflows in kind. In 2014, following the liquidation of SC ELJ PRELUCRARI METALE , it is no longer
as associate within this company.

As of 31 December 2015, Electroaparataj SA no longer holds short-term financial investments.

On December 31, 2015, SC Electroaparataj SA held participating interest, as follows:

Number of
shares owned | % held in the
COMPANY NAME by ELJ share capital
SHAREHOLDERS ASSOCIATION of ROMANIA 1 16.67
BIL INVESTITI 276,142 0.16
NCH LEARNING CENTER FOUNDATION (
participants) 4,000 51.95
CARBOPLAK 100 0.17
ELJ PIESE TURNATE 99 99
ELJ SISTEME SI APARATE ELECTRICE 80 80
ELJ MAINTENANCE TITU 80 7.27
THE TRADING COMPANY LUCRARI DE
SUDURA LINII DE CAI FERATE SUDAREC 14 0
ARHIVARE DOCUMENTE 19 95
UMEB TRADING 1 5
SHAREHOLDERS ASSOCIATION of ROMANIA 1 16.67

The "parent” company that prepares consolidated statements is SC ELECTROAPARATAJ SA. Copies of the
annual consolidated statements can be obtained at the company headquarters, namely between Electroaparataj
and Arhivare Documente. Sales and purchases of goods/provision of services were recorded from the affiliated
companies.
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The values of transactions with affiliated parties in 2015 is detailed as follows:

e Sales to related parties (value without the VAT) = RON 906,247
e Purchases from related parties (value without the VAT) = RON 2,566,699

1.1.1 Elements of general evaluation

a) Year 2015 was completed with a net profit of RON 373,440, a positive result, increasing compared to 2014
when it recorded a net profit of RON 143,173

b) The turnover of RON 13,152,408 in 2015 has increased compared to 2014 when it recorded a value of RON
12,900,213. These positive aspects of paragraphs a) and b) were due primarily to increasing orders from
customers and reduced costs, especially the fixed ones.

Its breakdown by business segments and geographical markets is as follows:

THE STRUCTURE OF THE TURNOVER
per Lines of business 2015

Sales of finished goods - EXPORT 11,185,841
Sales of finished goods - DOMESTIC 725,871
Sales of commodities DOMESTIC 857,801
Sales of residual products 382,895

c¢) Exports in 2015 accounted for 85% of turnover.

d) At the end of 2015, the company had an aggregate amount equivalent to RON 1,444,510; availabilities are
held both in RON and in foreign currency. Liquidity calculated at the end of 2015 is 7,113, whereas fast liquidity
is 3,401

e) Cash and bank accounts in 2015 increased compared to 2014 from RON 1,345,165 to RON 1,444,510

f) Inventories declined by 2.91% in total. Stocks of raw materials fell by 3.363% and stocks of finished products
remained constant.

g) Trade receivables of the company increased by 18.3% compared to the end of 2014.

h) Short-term debts increased in 2015 compared to 30.03% in 2014

1.1.2 Evaluation of the technical level of the Company

The main products manufactured within S.C. ELECTROAPARATAIJ S.A. are:
- Low-voltage electrical appliances or industrial purposes (contactors, thermal relays, relay contactors,
miniature automatic circuit breakers, automatic switches in open and enclosed execution etc.);
- Switchgear installations (circuit breaker switches, plugs, sockets, power strips, extension cords, electrical
cable spools, distribution panels for apartments etc.);
- Light metal fabrications

During the reporting period, S.C. ELECTROAPARATAJ S.A. products were meant for the domestic
market in proportion of 15% and 85% for exports. On the domestic market, the customer portfolio of
ELECTROAPARATAIJ S.A. comprises about 123 companies, of which the first 20 customers made 86% of all
the sales - domestically. The most important foreign markets are Norway, France and Croatia/Germany -
occasionally.

Distribution in the country is achieved both directly and through specialized resellers. Most exports are
done directly resorting to intermediaries only in case of bids capable of developing segments or markets less
directly accessible to S.C. ELECTROAPARATAJ S.A.
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In 2015, the process of quality of products and processes continued to be improved, as Electroaparataj SA
extended both ISO TS 16949 certification related to production of vehicles and accessories, an essential condition
for business development in this area and certifications from key customers.

It also continued the process of upgrading products to European standards, at the end of 2015 over 90% of
Electroaparataj SA products had CE certification.

1.1.3. Raw materials

To achieve the object of activity, S.C. ELECTROAPARATAIJ S.A. is supplied with a range of materials
and raw materials specific to the electrotechnical field (laminated non ferrous parts, plastic parts, copper and
galvanized sheets, silver anodes, chemical materials), 77.51% of its demand of raw materials are from the
domestic market, the remaining of 22.49% is purchased from the foreign market

1.1.4. The manifestation of Romanian producers in the position of competitors of S.C. Electroaparataj S.A. is not
overly aggressive, and the situation is as follows:

- S.C. Electroaparataj S.A. is the only Romanian manufacturer of low voltage electrical switchgear meant
for industrial use, which offers the full range. However, it covers only 15 + 17% of the domestic market;

- In the area of installation switchgear, the leading domestic competitors are: SIEMENS, ELMARK
Group , EATON Electric , ABB ,

- On the foreign market, competitors are LINASET CZECH REPUBLIC, UKRAINE companies for
metal fabrications, Bulgarian companies for electrical components and they have become increasingly aggressive.
China products are increasingly more competitive.

S.C. ELECTROAPARATAJ S.A. market is characterized by a significant reliance on ABB group.

1.1.5. Evaluation of issues related to human resources

» The average number of employees of the company on 31 December 2015 was 87. Their distribution by
category is:

No. Employees Total wage costs

MANAGEMENT & MIDDLE MANAGEMENT 8 324,846
DIRECTLY PRODUCTIVE EMPLOYEES 53 1,185,445
INDIRECTLY PRODUCTIVE EMPLOYEES 13 327,562
TECHNICAL, ECONOMIC AND SOCIAL 3 452761
ADMINISTRATION ENPLOYEES ’

87 2,290,613

» On 14 April 2015, SC Electroaparataj SA received a notification from Dambovita Court on the file by which
part of the company's employees have filed legal proceedings on pecuniary rights. The action was completed
in September 2015 when S.C. ELECTROAPARATAIJ S.A. won the lawsuit.

» Tow unions are active within the company: Independent Free Trade Union Electroaparataj and Solidaritatea
Trade Union within SC Electroaparataj SA, Targoviste Subsidiary.

» There have been no conflicting situations between the company management and the employees.

» No events were highlighted during the reporting period and no future events are predicted that may affect the
company's liquidity.

Relations between management and employees
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The rights and obligations of employees are stipulated in the Collective Bargaining Agreement ("CBA") of
Electroaparataj SA, in individual employment contracts ("IEC") and Internal Regulations of the Company.

Employees work according to the schedule set, job description and internal regulations.

The normative act that governs employment relations within the company is the Labor Code - Law 53/2003, as
amended and supplemented, based on which a CBA is negotiated.

The company currently uses a standard individual employment contract, the provisions of which are in
accordance with the applicable legislation and comply with the terms stipulated by Order no. 64/2003 on
individual employment contracts.

The company assesses its employees professionally based on an internal procedure, on an annual basis.

There were no collective redundancies in 2015 within the company and there are currently no plans on
restructuring / downsizing.

1.1.6. Environment impact

The company has accredited an environmental management system ISO 14001/1997. Due to its specific, the only
activity with possible impact on the environment is the coating (galvanization, phosphatisation, painting). The
company has developed the neutralization station as required by law, contracted periodic analysis of wastewater
and air, to ensure compliance with all environmental requirements in force. There is no dispute and no dispute is
foreseen regarding compliance with environmental legislation.

1.1.7. Evaluation of research and development activity
Expenditure on research and development accounted for 0.01% of turnover.
1.1.8. The evaluation of the company regarding risk management

Electroaparataj S.A. applies methods of risk management appropriate to the company's policies and activity in
order to reduce the potential adverse effects associated with these risks on the company's performance.

Corporate risk management framework allows collecting information about the risks faced by the organization,
their analysis and appropriate decision making to reduce exposure to risk or maintain the identified risks under
control.

Electroaparataj SA operates in several market segments subject to various constraints:

- Foreign market reduces currency risk. Electroaparataj SA implements a natural hedging policy,
increasing the share of imported supply, so as to reduce this risk. Nevertheless, as salaries and utility
expenses are expressed in RON, the increase thereof affects the company’s profitability.

- During 2015, the autonomous financing and avoidance of financial jams were possible only by making
the working capital more efficient and ensuring a balance between the balance of payments and
collections.

By the nature of the activities carried out, the company is exposed to various risks, which are presented below.

The company’s management seeks to reduce potential adverse effects associated with these risks on the
company's performance.

The most important risk categories identified and measures taken to manage them are:

Price risk
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Price risk is the inherent market risk of Electroaparataj SA activity, which is monitored, foreseen and
considered in sales and financial forecasts.
The activity of Electroaparataj SA is characterized by the significant reliance on the main customer -
the ABB group.

Counterparty risk

Counterparty risk is the risk arising from negative profits as a result of the business partners’ failure to meet
their contractual obligations or failure thereof in fulfilling what has been established.

Counterparty risk is also mitigated by: payment in advance, request for bank guarantees and adequate credit
management.

The company manages counterparty risk also by monitoring and collecting its receivables in due course and
by appropriate measures in case of default.

The company has implemented specific policies to limit counterparty risk in relation to trading partners
through the implementation of appropriate credit management policies and establishment of internal
counterparty limits, as maximum commercial credit exposures.

Liquidity and cash flow risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations at their maturity
associated with financial liabilities which are settled in cash or by the transfer of another financial asset.

The Company applies a prudent liquidity risk management and has sufficient resources to meet its current
obligations to third parties: banks, suppliers, state, employees etc.

Currency risk
Foreign currency risk is specific to transactions in foreign currencies, materialized in exports, foreign
currency and imports of raw materials.

Gains and losses from exchange rate differences, realized and unrealized are recorded in the profit and loss
account of the year. Currently, there are no financial instruments used to mitigate this risk, as Electroaparatj
practices a natural hedge policy, but various such instruments involving hedging of currency and interest rate
risk are analysed from the perspective of costs and benefits.

Competitive risk

It is a risk specific to each business and it can be lower or higher depending on the number of competitors,
profit margins, the technology used, barriers to entry and / or exit the market, the level of regulation etc.

Legislative and macroeconomic risks

In Electroaparataj, it is a risk that can occur in connection with the large number of regulations and
requirements issued and required by national and international regulators and / or trade associations.

Possible changes may relate to imposition by local and central authorities or by national and international
regulators, and / or trade associations of specific/ special technical requirements or conditions or different
fiscal changes.

Operational risk

Operational risks are associated with the risk of recording loss risk resulting either from the use of inadequate
internal processes, people, or systems or which have not fulfilled their function properly, or from external
events. The operational risk includes legal risk (juridical).

The operational risk is managed and controlled properly in a distributed manner at all hierarchical levels,
with tools specific to the management system that ensures the internal regulatory framework, check-ups,

S.C. ELECTROAPARATAIJ S.A.

121(C7) Calea Campulung, Targoviste, Dambovita County; Tax ID RO 51; J15/80/2011;
Account ROOSBREL070001397R0O11001 Libra Bank, Stefan cel Mare Branch
Tel:+4031.425.12.06; Fax:+4031.425.12.01; office @electroaparataj.ro ; www.electroaparataj.ro

Work point (tax residence): Bucharest, 104 A Timisoara Bld. , sector 6 - Postcode 061334 Pag6




E Electroaparataj
Sinergy in Technology

levels of approval, continuous personnel training, continuous monitoring of risk levels and implementation of
control measures with adequate corrective measures to ensure continuity of the business in conditions of
efficiency and effectiveness.

1.1.9. Elements of perspective on the company's activity

a. In 2010, Electroaparataj SA maintained a stable activity in Targoviste, relocated once again the business unit of
Bucharest and temporarily suspended work at Titu.
The relocation of Bucharest Lucrative Facility from Theodor Pallady Bld. to Timisoara Bld. was done on a
modern industrial platform, where UMEB SA and Electrotehnica SA also operate. From the managerial and
financial viewpoints, relocation was a success on all counts:

e [t was carried out with minimal cost and its own resources (cost of relocation <RON 85,000)

e Substantial savings in operational costs: utilities, rent, security,

e Optimizing costs through services shared with other companies on the platform at a low cost:

maintenance, logistics, security / physical protection services, IT services, etc

b. In 2011, especially in the second half of the year due to the global recession, Electroaparataj SA went through
very difficult situations, especially in exports where it lost the commercial relationship with ABB Sweden and for
the 4" quarter - ABB Norway no longer submitted purchase orders due to sufficient safety stocks. This has led to
a drastic decrease in turnover since August 2011 and consequently to significant losses. Consequently, the
company management has implemented a program of measures to reduce operational costs in all categories,
including wage costs.
c¢. During 2012, turnover has remained relatively stable and consistent with the income and expenses budget.
d. For 2013, through the budget of revenues and expenditures approved by the Board of Directors,
Electroaparataj SA has proposed a recovery plan which it observed and properly applied, based primarily on
regaining the market share lost in the exports, launching new and competitive products, finding new clients
mainly in the Romanian market. In addition, it became extremely important to enclose actual expenditure within
the limits of the approved budget.
e . In November 2013, there was a division through separation, after which the 2 lands of Bucharest Sector 2,
Boulevard Pierre de Coubertin owned by ELECTROAPARATAJ SA, with an inventory value totaling RON
1,406,303.10 were transferred to SC WINI IMOBILI. In addition, the share capital decreased by RON
1,793,846.2 lei, as of 30.11.2013 it amounted to RON 4,667,689.
f. In 2014, the turnover recorded was rising compared both to 2013 and to the budget.
g. In 2015, the turnover of RON 13,052,408 is increasing compared to 2014 when it recorded a value of RON
12,900,213.
h. For 2016, the estimated orders received from main customers translate into an increasing budgeted turnover as
compared to 2015. Moreover, towards the end of 2015, one of the major customers, ABB Norway announced its
intention to expand the orders with new products that will positively influence the company's sales.

2. THE TANGIBLE ASSETS OF THE TRDING COMPANY

2.1. In order to carry out the line of business (described in 1.1.a), the company has a series of production
capacities which are mentioned below. These capacities are located in two points of manufacture: Bucharest -
Timisoara Boulevard location and Targoviste.

2.2. A significant part of the equipment and installations owned by the company were purchased during
the period 1970 - 1990, which makes the wear thereof be in the neighborhood of 65%.

The degree of wear varies, in some sectors it is higher (mechanical processing sector), in others it is
lower, because the car fleet has been renewed by the purchase of some new equipment in the period 1995 - 2009
and from 2009 to 2015, respectively (Warehouses sector, Transport sector, Electroplating, Paint, Metal
constructions).

2.3. The Company no longer owns significant real estate properties, constructions and part of their

equipment are not owned by the company.

There are no disputes regarding the ownership of the company's assets.
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121(C7) Calea Campulung, Targoviste, Dambovita County; Tax ID RO 51; J15/80/2011;
Account ROOSBREL070001397R0O11001 Libra Bank, Stefan cel Mare Branch
Tel:+4031.425.12.06; Fax:+4031.425.12.01; office @electroaparataj.ro ; www.electroaparataj.ro

Work point (tax residence): Bucharest, 104 A Timisoara Bld. , sector 6 - Postcode 061334 Pag7




E Electroaparataj
Sinergy in Technology

3. MARKET OF SECURITIES ISSUED BY THE TRADING COMPANY

3.1. S.C. Electroaparataj S.A. shares have been negotiated since 1997 at Bucharest Stock Exchange.

Following the successive divisions, the company was suspended from trading in October 2005. Trading was
resumed in 2007.

SHAREHOLDING STRUCTURE AS OF DECEMBER 31, 2015

NO SHAREHOLDER COUNTR | NUMBER OF | PERCENTAGE
. Y SHARES (%)

1 BROADHURST | CYPRUS 25,818,611 55.3135 %
INVESTMENTS LTD

2 SC METEX BIG SA GALATI - 6,876,049 14.7312 %

3 SHAREHOLDERS - LEGAL 220,384 0.4721 %
ENTITIES

4 SHAREHOLDERS - - 13,761,845 29.4832 %
INDIVIDUALS

5 GRAND TOTAL - 46,676,889 100,0000

3.2. During 2002-2005, the company earned a profit every year but no dividends were paid, as the
distributed profit was reinvested. In 2006, although there was a gross profit, the company made a net loss, which
eliminates the possibility of granting dividends from the result of 2006. In 2007 and 2008, the company recorded
losses and as of 2009, the activity has become profitable.

In 2015 SC ELECTROAPARATAIJ SA made a profit.

4. THE MANAGEMENT OF THE TRADING COMPANY

In the financial year 2015, the management of the company was provided by a Board of Directors with the
following structure:

No. Name and first name Position
no.
1 SC BROADHURST INDUSTRIAL MANAGEMENT Chairman
SRL

by permanent representative, Mr. Adrian [oan RUS

2 SC PROLAD SRL by Mr. Csorba Ladislau Florian Member

3 Ovidiu Baloiu Member

e There is no agreement, understanding or family connection between the directors and others who have
influenced the appointment of the directors.

e There is no transaction entered into between the company’s directors and S.C.Electroaparataj S.A. in
2015.
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Conflict of interest and transactions with the persons involved

Board members make decisions in the sole interest of the company and will not take part in any deliberation or
decision that creates a conflict between their personal interests and those of the Company.

Each member of the Board of Directors makes sure he/she avoids a conflict of interest with the Company,
directly or indirectly, and in the event of such a conflict, they will abstain from debates and vote on such matters
in accordance with the legal provisions in force.

The members of the Board of Directors do not hold executive positions.

The Company has a Board of Directors with the delegation of company management to a general manager and a
chief financial officer, thus, the majority of board members are non-executive. Through this management
formula, the Company made the distinction between the non-executive, the control and the executive functions.
The company's Board of Directors meets monthly, at least once. Board members have professional training and
managerial experience required to manage the activity. To examine specific topics, Board members receive
support from professionals within the company, or when necessary, from external consultants selected based on
professional excellence.

The company's executive management was provided in 2015 as follows:

No. Name and first name Position Minimum
no.
1 | Gheorghe Chitu General Manager 01.01-31.12.2015
2 | Grosu Florian Danut Deputy General Manager 01.01-31.07.2015
3 | Irimia Lucian Chief Financial Officer - Chartered 01.01-31.12.2015
Accountant
4 | Nicu Doina Quality-Environment Manager - BIM 01.01-31.12.2015
5 | Antoniu Alexandrescu | Design Research Manager 01.01-31.12.2015
6 | Tunsoiu Cristina Executive Director Targoviste Lucrative 01.01-31.12.2015
Facility

All executive directors were appointed indefinitely.

e There is no agreement, understanding or family connection between the executive directors of S.C.
Electroaparataj S.A. and others, due to whom they were appointed.
The participation of the executive directors in the Company’s share capital: N/A

e In the last five years, there have been no disputes or administrative proceedings, involving directors or
executives of S.C. Electroaparataj S.A.

S. FINANCIAL AND ACCOUNTING ANALYSIS

IFRS General framework

SC ELECTROAPARATAJ SA applies the International Financial Reporting Standards and interpretations,
hereinafter referred to as IFRS and accompanying rules issued by the International Accounting Standards Board
(IASB)

These are standards adopted under the procedure provided for in Regulation (EC) No. 1.606 / 2002 of the
European Parliament and of the Council of 19 July 2002 on the application of international accounting standards.
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Legal Framework

Annual accounting reports on 31 December 2015 prepared by the entities whose securities are admitted to trading
on a regulated market referred to in point. 1.1 of Annex 3 to the Order of the Deputy Prime Minister, Ministry of
Public Finance, no. 123 / 28.01.2016 on the main aspects of the preparation and submission of annual financial
statements and annual accounting reports of economic operators to the local offices of the Ministry of Public
Finance

Order no. 1286/2012 approving the Accounting Regulations in accordance with International Financial Reporting
Standards applicable to companies whose securities are approved for trading on a regulated market. Regulated
market has the meaning provided in Article 125 of Law no. 297/2004 regarding the capital market as amended
and supplemented.

The table below presents the main accounting and financial data of 2015 compared with 2014.

A /STATEMENT OF FINANCIAL POSITION FOR THE YEAR ENDED

AS OF 31 DECEMBER 2015
31-Dec.-14  31-Dec.-15
Notes 2014 2015
RON RON
1) Intangible non-current assets 15 0 0
2) Tangible non-current assets 14 2,008,969 1,606,615
3) Financial assets (excluding amounts under subparagraph (5),(6) 13 44397 44397
and (7))
Total non-current assets 2,053,366 1,651,012
4) Inventories, net 19 7,558,863 7,338,481
5) Commercial and similar receivables 10 4,452,364 5,259,586
6) Cash and cash equivalents 21 1,345,165 1,444,510
8) Other short-term investments 21 94,411 19,943
9) Receivables and prepaid expenses, net 20 50,990 45,892
Total circulating assets 13,501,793 14,108,412
TOTAL ASSETS 15,555,159 15,759,424
10) Commercial and similar debts 18 2,470,567 2,473,460
11) Provisions and deferred income 17 378,790 288,531
12) Receivables for deferred tax, in accordance with IAS 12 "Profit 24 0 0
Taxes"
TOTAL DEBTS 2,849,357 2,761,991
13) Share capital 26 4,667,689 4,667,689
14) Share premium 3,520,071 3,520,071
15) Reserves from reassessment 3,430,621 3,430,621
16) Other reserves 18,844,478 18,844,478
17) Effect of transfers to equity holders 1,003,079 1,003,079
18) Deferred loss 16,897,151 16,835,787
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19) Current financial year result 143,173 373,440
Equity attributable to owners of the parent company 12,705,802 12,997,433
TOTAL EQUITY 12,705,802 12,997,433
TOTAL LIABILITIES AND EQUITY 15,555,159 15,759,424
A /STATEMENT OF GLOBAL FINANCIAL RESULT FOR THE YEAR ENDED
AS OF 31 DECEMBER 2015
FINANCIAL FINANCIAL
YEAR YEAR
Notes FINANCIAL FINANCIAL
2014 2015
RON RON
1) Revenues
12,900,213 13,152,408
2) Other revenues
276,670 874,237
3) Variation of inventories of finished
goods and production in progress (+/ -)
36,173 -107,658
TOTAL REVENUES
13,213,056 13,918,987
5) Raw materials and consumables used
-7,811,985 -8,018,094
6) Depreciation and impairment expenses
-389,517 -450,554
7) Salary costs and social charges
-2,262,617 -2,290,613
8) Financial costs
-82,235 -94,329
9) Other expenses
-2,479,285 -2,591,253
TOTAL EXPENSES
-13,025,639 -13,444,843
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PROFIT / LOSS before tax (GROSS)

187,417 474,144
10) Current profit tax
44,244 100,704
PROFIT / LOSS for the REPORTING
PERIOD 143,173 373,440
2013 2014 2015
CASH-FLOW
Availabilities at the beginning of the period 2.158.655 1.055.572 1.345.165
1. from operational activities -1.103.083 512.061 103.727
2. from financing activities 0 -222.468 -4.382
3. net cash flow 1 + 2 -1.103.083 289.593 99.345
Availabilities at the end of the period 1.055.572 1.345.165 1.444.510
The main financial indicators in evolution are:
2013 2014 2015
l. Liquidity indicators
1. Current liquidity (times) 5.99 8.84 7.11
2. Immediate liquidity (times) 2.996 3.87 3.40
I1. Activity indicators
1. The speed of stock rotation (no. of Rotations) 1.37 1.48 1.52
2. No. of storage days (days) 262 246 239
3. Speed of customer rotation (days) 124 102 127
4. Speed of supplier rotation (days) 91 44 70
5. Rotation speed of fixed assets (no. of Rotations) 4.95 6.28 7.96
6. Rotation speed of total assets (no. of Rotations) 0.71 0.95 0.83
I11. Profitability indicators
1. Gross margin on sales (%) 20.88% | 14.02% | 15.35%

6. Statement on Corporate Governance

Communication with shareholders and investors

The activity of Communication and Relations with the Investors conducted in accordance with the legal
provisions in force contained in Law no. 31/1990 on companies, as amended and supplemented to date, GEO no.
109/2011 regarding the corporate governance of public enterprises, Law no. 297/2004 on the capital market,
Regulation no. 1/2006 regarding issuers and securities operations, Regulation no. 6/2009 on the exercise of
certain rights of shareholders in general meetings of shareholders, Code of Bucharest Stock Exchange, Central

Depository Code and regulations of the Financial Supervision Authority (FSA).

Internally, the aim is to efficiently integrate financial, legislative information, corporate governance and social
responsibility of interest to shareholders and to notify such information, whether as a requirement complying with
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reporting data of companies listed at the stock market or at the request of shareholders, investors and other third
parties interested in the company's evolution.

Communication facilitates access to relevant information on the company's activities and reports prepared
thereby, the communication of the company's corporate governance policies, communication of information with
an impact on both the company and the shareholders and investors.

In conducting its business and in reporting to supervisory institutions of the regulated market, Electroaparataj
does not depart from the code of corporate governance, which is not applicable under current circumstances.

Electroaparataj SA applies all current legal provisions on corporate governance - Law 31/1990, as amended,
Order no. 1286/2012 approving the Accounting Regulations in accordance with International Financial Reporting
Standards applicable to companies whose securities are approved for trading on a regulated market , CNVM
Regulation 1/2006 on reporting, BSE regulations etc. All these documents are public.

The directors of Electroaparataj SA declare there are no situations in which the company was removed from the
corporate governance code which is not applicable to them under current circumstances.

The company keeps accounting books in accordance with the law and holds a high-level integrated information
system that stores all transactions. There are specially designated and qualified persons who are in charge of the
financial reports in compliance with legal accounting policies adopted by the company. The financial statements
are reviewed and approved by the Chief Financial Officer, the General Manager and, where appropriate, by the
Board of Directors.

The company has signed a service contract with a financial auditor, a CAFR member, as required by law. They
check the financial reports in all cases provided by law. The auditors’ fee is 3,600 euros without VAT.

The General Assembly has the powers provided by Law 31/1990 with related changes and the company's articles
of association in force on the date of that general assembly.

S.C. Electroaparataj SA is not subject to any takeover bid.
Transparency, financial reporting, internal control, risk management and corporate governance

At SC Electroaparataj SA, internal control is a set of measures available to company management that
aims to ensure proper functioning thereof. The duties of internal control exercised in Electroaparataj, are, without
limitation:

- quarterly and annual check of the balance sheet and profit and loss account by verifying the
legality, reality and accuracy of accounting records and financial and management documents;

- examining the legality, regularity and conformity of operations, identifying errors, waste, fraud
and faulty administration and on this basis, suggesting measures and solutions for remediation and punishment of
those responsible, as applicable;

- surveilling the functioning of systems underlying the decision, planning, programming,
organization, coordination, monitoring and control of accomplishment of decisions;

- evaluating the efficiency and effectiveness with which the management and execution systems
across the company use existing financial, human and material resources to achieve the objectives set and
achieving results;

- identifying weaknesses in management and control systems, as well as risks associated with such
systems, with programs / projects and operations and proposing measures to correct them and to mitigate the
risks.

In Electroaparataj, internal control and risk control is the process of:
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Identification and evaluation of potential events that may affect the entity, so that the directors may be
able to determine how they will assume these risks in terms of alternative scenarios, including under
crisis conditions;
e A decision to fully accept these risks without further action, to transfer them through insurance or the
extent to which they want to reduce them by control procedures;
Implementation of the decision and monitoring the risk evolution
e Risk control in the organization has 8 interrelated components, integrated in the business management
process. These components are:
- Culture of the organization.
- Setting goals.
- Identification of events.
- Risk management
- Response to risk.
- Activity control
- The information system and communications.
- Monitoring.
Risk control process is monitored to ensure the presence and operation of its components and the performance
thereof at the same time.

During 2015, Electroaparataj continued the process of implementing best corporate governance practices so that
the internal practices should meet new requirements related to companies admitted to trading.

In compliance with the principle of transparency, Electroaparataj has, on its website, all the information required
by law. Moreover, materials relevant to the company are also translated into English
e on the Company's website there is information available to shareholders;
e Publication of the decisions from shareholders' meetings, within 24 hours of the meeting on the
website of the company;
e Communication of periodic reports to BSE and ASF and publishing them on the website of the
companyj;

As a company admitted to trading, Electroaparataj act consistently according to information requirements
governed by the rules of the capital market by conducting periodic and continuous reporting about important
events concerning the company, including but not limited to the financial condition, performance, ownership and
management.

Electroaparataj ensures adequate and continuous periodic reporting on all major events, including the financial
situation, performance, ownership and management. The Company will prepare and disseminate relevant
periodic and continuous information, in accordance with International Financial Reporting Standards (IFRS).

The company will adopt a policy related to forecasts, to be published on the website of the company.
Any information on the current and periodic reports ensures a high degree of transparency that allow shareholders
and potential investors to make grounded investment decisions.

The conduct of the general meeting of shareholders and the key duties thereof. Shareholders' rights and
how they can be exercised.

The general meeting of shareholders is convened by the Chairman of the Board of Directors. Ordinary
General Meetings take place at least once a year, in no more than four months after the year end, to examine the
annual financial statements for the previous year and to establish the work program and budget of revenues and
expenditures for the current year.

Directors may convene the Ordinary General Meeting or, if applicable, extraordinary whenever necessary to
make a decision within the scope of the Meeting duties. The directors are bound to convene the Ordinary General
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Meeting or, if applicable, Extraordinary, upon the request of shareholders representing at least 10% of the share
capital if the issues required to be submitted to the General Meeting are within its competence.

The Ordinary or the Extraordinary General Meeting is convened by publishing the convening notice in the
Official Gazette of Romania, Part IV, and in a newspaper of wide circulation in the city where the company is
based. The summons shall contain the location and date of the meeting, as well as the agenda, explicitly
mentioning all the issues to be debated thereby. According to the articles of association,

the general meeting meets at the Company's headquarters or in another place indicated in the convening
notice. The Meeting will not debate issues that have not been identified or included in the agenda communicated
to shareholders, subject to the cancellation of the decision, unless the law requires otherwise. When the agenda
includes proposals to amend the articles of association, the convening notice shall include the full text of the
proposals.

Shareholders may participate in the General Meeting personally or through a legal representative or by proxy
with a special power of attorney. Shareholders may be represented based on a special power of attorney in the
General Meeting and by other people, other than shareholders.

The Ordinary General Meeting is validly made up and it may make decisions at the first call if it attended by
the shareholders or their representatives holding at least half of the share capital, and the decisions can be taken
by the vote of shareholders owning absolute majority of the share capital represented in the meeting.

The ordinary general meeting is validly convened and it may make decisions on the second convening
whatever the capital share of shareholders present may be, with a majority.

The Extraordinary General Meeting is validly made up and it may make decisions at the first call if it
attended by the shareholders or their representatives holding at least three quarters of the share capital, and the
decisions can be taken by the vote of shareholders that represent at least half of the share capital.

The Extraordinary General Meeting is validly made up at the second call if it attended by the shareholders or
their representatives holding at least half of the share capital, and the decisions can be taken by the vote of
shareholders that represent at least a third of the share capital.

The general meeting of shareholders is chaired by the Chairman of the Board of Directors or another person
appointed by him/her. The General Meeting appoints, among the shareholders present, one to three secretaries
who will check the attendance list of shareholders indicating the share capital each of them represents and that all
formalities required by law and the articles of association for holding the meeting are met. The minutes of the
meeting will be signed by the person chairing the assembly and by the secretaries. The documents regarding the
summons, as well as the lists with the shareholders' presence shall be attached to the minutes of the general
meeting.

In accordance with Law 31/1990, the ordinary general meeting of ELECTROAPARATA]J shareholders

has the following responsibilities:

a) elect the directors of the company and establish their remuneration;

b) to rule on administrative activity, to discharge and revoke them;

c) to examine, approve or modify the annual financial statements after reviewing the directors’ management
report and the audit report, and decides on the allocation of profits;

d) to approve the income and expense budget, and as the case may be, the activity program for the next financial
year.

The extraordinary general meeting adopted decisions on:

a) changing the legal form of the Company;

b) relocation of the company headquarters;

¢) change of the company’s line of business;

d) increasing the share capital;

e) reducing the share capital or replenishing it by issuing new shares;

f) merger with other companies or splitting of the company;

g) conversion of shares from one category to another;

h) conversion of a category of bonds into another category or into shares;
1) issuing bonds;
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any other modification of the Articles of Incorporation or any other situations requiring the approval of the
Extraordinary General Meeting.
By the Articles of Incorporation of the Company, the Board of Directors will be delegated the responsibilities of
the Extraordinary General Meeting of Shareholder stipulated in paragraphs b), c), d), ) and g) above.

The right to vote is exercised in general meetings by shareholders or by their representatives. The
decisions of the General Meeting will be adopted through the shareholders’ voting, in proportion to the number of
shares held, depending on the class of shares. Shareholders may vote only in a unitary way, according to the total
number of shares held without dividing the number of votes.

The decisions of the general meetings are passed by open vote. Shareholders usually vote by show of
hands. Upon the proposal of a group of shareholders present or represented, holding at least 1/3 of the share
capital, it may be decided that the vote be secret. The secret vote is compulsory for electing board members, for
their revocation and for making decisions regarding the liability of the directors.

Electroaparataj SA shareholders have the rights set out in Law 31/1990, republished.

The structure and operation of the administrative, management and supervisory bodies

According to the provisions of the Articles of Incorporation, Electroaparataj is managed by one to five
directors, who constitute the Board of Directors. The directors are elected for a term of four years and they can
perform all operations for achieving the objects of the company, in accordance with the law and the Articles of
Incorporation. The General Meeting of Shareholders convened for the election of directors will also determine
the number of directors for the next mandate.

The general meeting of shareholders may grant to each directors of the company distinct powers for the
fulfilment of certain operations or activities. The directors are personally liable for the acts and operations done
under special powers granted.

The Chairman of the Board of Directors and the Vice-chairman will be elected by the Board of Directors
among its members. The Chairman of the Board of Directors has the power to represent the company in the
relations with third parties, signing all the documents that bind the company to third parties. The Chairman of the
Board of Directors will be able to transmit its power of representation, totally or for certain operations to the
Chief Executive Officer of the company or to other persons on the basis of a written power of attorney.

Directors may be revoked at any time without explanation, by the General Meeting of Shareholders.
Execution of the company’s operations can be entrusted to one or more executives, officials of the company, who
cannot be members of the Board of Directors.

The company's executive management includes the CEO and executive directors appointed by the Board
of Directors, according to the approved organizational chart. The CEO of the company is invested by the Board
of Directors with decision-making powers in the organization and management of the company’s activity, and
he/she can represent the company in relation to third parties within the limits of the powers granted by the board
of directors.

The financial auditor of the company must be a member of the Chamber of Financial Auditors of
Romania, in accordance with national rules on financial audit. The financial auditor verifies and certifies the
annual financial statements of the Company. The internal audit activity will be organized within the company
according to the specific regulations.

STATEMENTS AND SIGNATURES

Based on the best available information, we confirm that the individual financial statements and the consolidated
financial statements prepared in accordance with applicable accounting standards (International Financial
Reporting Standards approved by the European Union) provide a fair and accurate picture on the company's
financial position, on the financial performance condition and cash flows for the fiscal year 2015 and that this
report, prepared in accordance with art. 227 of Law no. 297/2004 on the capital market and Appendix no. 32 to
CNVM Regulation no. 1/2006 for the year ending on 31 December 2015 comprises fair and accurate information
on the development and performance of the company and the group, as well as a description of the main risks and
uncertainties specific to the activity carried out.
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CHAIRMAN

BOARD OF DIRECTORS,

SC BROADHURST INDUSTRIAL MANAGEMENT SRL
by permanent representative

Adrian Ioan Rus

General Manager,
Gheorghe Chitu

Chief Financial Officer,
Lucian Irimia
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