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1. ANALYSIS (F THE TRADING (OMVPANY' S ACITIVITY
a) Description of the Conpany's core business.

The line of business of S.C. ELECTROAPARATAJ S.A. was also maintained in 2015, as the one
mentioned in the Articles of Incorporation, “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. ELECTROAPARATAJ 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.
ELECTROAPARATAIJ S.A., as it 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 ELECTROAPARATAJ - 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 ELECTROAPARATAJ S.A. is a fully privatized company.

c¢) 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. As of 31 December 2012, Electroaparataj SA no longer holds short-term financial
investments.

The "parent" company that prepares consolidated statements is SC ELECTROAPARATAJ SA. Copies of the
annual consolidated statements can be obtained at the company headquarters. Sales and purchases of
goods/provision of services were recorded between affiliates, namely between Electroaparataj and Arhivare
Documente.

The shareholding in the companies falling within the consolidation perimeter of SC Electroaparataj SA on
December 31, 2015 is as follows:

1/S.C. ARHIVARE DOCUMENTE S.R.L. — J15/247/12.02.2007; Tax ID 21060366

- S.C. Electroaparataj S.A. holds 19 shares representing 95% of the share capital of the Company;.

- Active International S.A. holds 1 share, representing 5% of the Company’s share capital;.

- Sole Director - Ileana Popa)

The company had an activity in 2015, therefore it was included in the consolidation perimeter.

S.C. ELECTROAPARATAJ S.A.

121(C7) Calea Campulung, Targoviste, Dambovita County; Tax ID RO 51; J15/80/2011;
Account ROOSBREL(070001397R0O11001 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 Pag3




E Electroaparataj
Sinergy in Technology
1.1.1 Henents of general evaluation
a) The group of companies ELECTROAPARATAJ obtained in 2015, with a consolidated profit of RON +418,013
a positive result as compared to 2014 when a consolidated profit of RON +246,800 was obtained

b) The consolidated turnover in 2015 of RON 13,441,486 is broken down by business segments and geographical
markets as follows:

THE STRUCTURE OF THE CONSOLIDATED
TURNOVER per Lines of business 2015

Sales of finished goods - EXPORT 11,474,919
Sales of finished goods - DOMESTIC 725,871
Sales of commodities DOMESTIC 857,801
Sales of residual products 382,895
Revenues from rents 0

13,441,486

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

d) At the end of 2015, the company had an aggregate amount equivalent to RON 1,894,593; availabilities are held
both in RON and in foreign currency. Liquidity calculated at the end of 2015 is 7.19, whereas fast liquidity is 3.56
1. 1.2 Evaluation of the technical level of the Conpany

The main products manufactured within S.C. ELECTROAPARATAJ 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. ELECTROAPARATAIJ S.A.

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. The main suppliers of raw materials used:

To achieve their line of business, S.C. ELECTROAPARATAIJ S.A. get their raw materials and supplies
specific to the electrotechnical field . Domestic supply provides about 77.51% of its raw materials, whereas the
remaining 22.49% is imported.
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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,

- In 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. ELECTROAPARATAIJ 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 98. Their distribution by
category is:

No. Employees Total consolidated
consolidated wage costs
MANAGEMENT & MIDDLE MANAGEMENT 8 324,846
DIRECTLY PRODUCTIVE EMPLOYEES 64 1,351,566
INDIRECTLY PRODUCTIVE EMPLOYEES 13 327,562
TECHNICAL, ECONOMIC AND SOCIAL 13 452761
ADMINISTRATION EMPLOYEES ’
98 2,456,735

» 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 ELECTROAPARATAJ 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.

1. 1. 6. Environnent inpact

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 (galvanisation, 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 devel opnent activity

Expenditure on research and development accounted for 0.01% of turnover.
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1.1.8. The evaluation of the conpany regarding risk managenent

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

- Foreign market brings in currency risk. Electroaparataj 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 2014, 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.

1.1.8. The evaluation of the conpany regarding risk nmanagenent

Hectroaparataj S.A applies nethods of risk mnanagenent appropriate to the
conpany's policies and activity in order to reduce the potential adverse effects
associated with these risks on the conpany's performance.

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

Hectroaparataj SA operates in several mnarket segnents subject to various
constraints:

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

- During 2015, the autonompus financing and avoidance of financial jans were
possible only by mnaking the working capital mnore efficient and ensuring a
bal ance between the bal ance of paynents and collections.

By the nature of the activities carried out, the conmpany is exposed to various
risks, which are presented bel ow

The conpany’s managenent seeks to reduce potential adverse effects associated
with these risks on the conpany's perfornance.

The nost inportant risk categories identified and neasures taken to manage them
are:

Price risk

Price risk is the inherent market risk of Hectroaparataj SA activity, which is
moni tored, foreseen and considered in sales and financial forecasts.

The activity of Hectroaparataj SA is characterised by the significant reliance
on the main custoner - the ABB group.

Counterparty risk

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

Counterparty risk is also nitigated by: paynent in advance, request for bank

guarantees and adequate credit nanagenent.
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The conpany nanages counterparty risk also by monitoring and collecting its
receivables in due course and by appropriate neasures in case of default.

The conpany has inplenented specific policies to linmit counterparty risk in
relation to trading partners through the inplenentation of appropriate credit
managenent policies and establishnent of internal counterparty linits, as
maxi num commercial credit exposures.

Liquidity and cash flow risk

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

The C(onpany applies a prudent liquidity risk mmnagenent and has sufficient
resources to neet its current obligations to third parties: banks, suppliers,
state, enployees etc.

CGarrency risk
Foreign currency risk is specific to transactions in foreign currencies,
materialized in exports, foreign currency and inports 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 instrunents used to nitigate this risk, as Hectroaparataj practices a
natural hedge policy, but various such instrunents invol ving hedging of currency
and interest rate risk are anal yzed fromthe perspective of costs and benefits.

(Conpetitive risk

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

ILegislative and nacroecononic risks

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

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

(perational risk

Operational risks are associated with the risk of recording loss risk resulting
either from the use of inadequate internal processes, people, or systens or
vwhi ch 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 nanner
at all hierarchical levels, with tools specific to the nanagenent system that
ensures the internal regulatory franework, check-ups, levels of approval,

conti nuous personnel training, continuous monitoring of risk levels and
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inplenentation of control neasures with adequate corrective neasures to ensure
continuity of the business in conditions of efficiency and effectiveness.
1.1.9. Henents of perspective on the conpany'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 there UMEB SA and Electrotehnica 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)

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

e Getting common services with the other companies on the platform at low costs: maintenance, logistics, IT,

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 consolidated turnover recorded was rising compared both to 2013 and to the budget. In 2015, the
consolidated turnover of RON 13,441,486 is increasing compared to 2014 when it recorded a value of RON
13,367,589.
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 TANABLE ASSEIS (F THE TRADING COVPANY

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. Constructions and part of their equipment are not owned by the company.
The Company no longer owns significant real estate properties.
There are no disputes regarding the ownership of the company's assets.
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3. MARKET (F SECURITIES ISSUED BY THE TRADING COVPANY

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. The shareholding structure on 31 December 2015 is presented in the attached table.

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 ELECTROAPARATAJ SA made a profit.

4. THE MANAGEMENT (F THE TRADING OCOVPANY

As of 01.01.2015, the company’s management is assured by a Board of Directors with the following
membership:

No. Nane and first nane Posi tion
no.
1 SC BROADHURST INDUSTRIAL MANAGEMENT Chairman
SRL
by permanent representative, Mr. Adrian Ioan 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.
e The company's executi ve nanagenent was provided in 2015 as follows:
No. Name and first name Position Minimum
no.
1 | Gheorghe Chitu General Manager 01.01-31.12.2015
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
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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. FINANAQ AL AND ACOOUNIING ANALYSIS

IFRS General framework
e 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)
e 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.

Legal Framework

e SC ELECTROAPARATAIJ 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)

e 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.

® 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

e 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.

Terminology

e JAS - International Accounting Standards
e [FRS - International Financial Reporting Standards

e ISA - International Standards on Auditing
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The table below presents the main accounting and financial data of 2015 compared with 2014:

A / CONSOLIDATED FINANCIAL STATEMENT POSITION FOR THE YEAR ENDING ON 31

DECEMBER 2015
Notes  31/12/201  31/12/201
4 4
RON RON
1) Intangible non-current assets 15 0 0
2) Tangible non-current assets 14 2,021,279 1,606,773
3) Financial assets (excluding amounts under subparagraph (5),(6) and (7)) 13 44207 44207
Total non-current assets 2,065,486 1,650,980
4) Inventories, net 19 7,558,863 7,338,481
5) Commercial and similar receivables 10 4,500,539 5,289,705
6) Cash and cash equivalents 21 1,784,562 1,894,593
8) Other short-term investments 21 94,411 19,943
9) Receivables and prepaid expenses, net 20 50,990 45,892
Total circulating assets 13,989,365 14,588,615
TOTAL ASSETS 16,054,851 16,239,595
10) Commercial and similar debts 18 2,535,084 2,517,332
11) Provisions and deferred income 17 378,790 288,531
12) Financial liabilities (excluding amounts under subparagraphs (13) and (14) 24 0 0
13) liabilities and receivables for current tax, in accordance with IAS 12 "Profit Taxes" 24 0 0
14) Receivables for deferred tax, in accordance with IAS 12 "Profit Taxes" 24 0 0
TOTAL DEBTS 2,913,874 2,805,863
15) Share capital 26 4,667,689 4,667,689
16) Share premium 3,520,071 3,520,071
17) Reserves from reassessment 3,430,621 3,430,621
18) Other reserves 18,844,518 18,844,518
19) Consolidated reserves 413,543 414,603
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20) Effect of transfers to equity holders 1,003,079 1,003,079
21) Carried forward loss 16,897,152 16,835,789
22) Current financial year result 143,173 373,440
Equity attributable to owners of the parent company 13,119,385 13,412,073
23) Non-controlling Interests 21,592 21,658
TOTAL EQUITY 13,140,977 13,433,731
TOTAL LIABILITIES AND EQUITY 16,054,851 16,239,595
B / CONSOLIDATED GLOBAL STATEMENT FOR THE YEAR ENDING ON 31
DECEMBER 2015
FINANCIAL FINANCIAL
YEAR YEAR
Notes FINANCIAL FINANCIAL
2014 2015
RON RON
1) Revenues 13,367,589 13,441,486
2) Investment income 0 0
3) Other revenues 281,024 875,278
4) Variation of inventories of finished goods and production in progress (+ 36,173 -107,658
/-)
TOTAL REVENUES 13,684,786 14,209,106
5) Raw materials and consumables used -8,133,676 -8,339,325
6) Employee benefits expenses 0 0
7) Depreciation and impairment expenses -407,526 -462,705
8) Salary costs and social charges -2,414,909 -2,456,735
9) Financial costs -82,235 -94,329
10) Other expenses -2,336,116 -2,329,505
TOTAL EXPENSES -13,374,461 -13,682,599
PROFIT / LOSS before tax (GROSS) 310,325 526,507
11) Current profit tax -63,925 -108,494
12) Deferred profit tax 0 0
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PROFIT/LOSS related to the INTEGRATED COMPANIES 246,400 418,013
PROFIT/LOSS related to the ASSOCIATED ENTITIES 60,016 22,272
PROFIT/LOSS related to the MINORITY INTERESTS 0 0
C/ CONSOLIDATED CASH FLOW STATEMENT FOR THE YEAR ENDING ON 31
DECEMBER 2015
FINANCIAL FINANCIAL
YEAR YEAR
Notes FINANCIAL FINANCIAL
2014 2015
RON RON
OPERATIONAL ACTIVITIES
1) Cash proceeds from the sale of goods and provision of services 15,194,436 13,744,944
2) Cash proceeds from royalties, fees, insurance, other proceeds 0 0
3) Total collections from operating activities (row 02 + row 01) 15,194,436 13,744,944
4) Cash payments to suppliers of goods and services -12,765,411 -12,157,066
5) Cash payments to and on behalf of employees -1,263,702 -1,264,277
6) Cash payments to the state budget -213,866 -213,571
7) cash payments or refunds of income tax 0 0
8) Interest paid 0 0
9) Total payments from operating activities (row 04 to row 08) -14,242,979 -13,634,914
10) Net cash resulted/(used) in operating (row 03 + row 09) 951,457 110,030
INVESTMENT ACTIVITIES
11) Proceeds in cash on disposal of assets 0 0
12) Other collections 0 0
13) Total collections from investment activities (row 11+ row 12) 0 0
14) Payment in cash for the acquisition of assets -222,467 0
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15) Net cash used in investment activities (row 13 - row 14) -222,467 0
FINANCING ACTIVITIES

16) Cash collections from financing activities 0 0
17) Payments in cash from financing activities 0 0
18) Payments in cash for leases 0 0
19) Payments in cash for dividends 0 0
20) Total payments from financing activities (row 17 to row 19) 0 0
21) Net cash received from financing activities (row 16 - row 20) 0 0
22) Net increase in cash and cash equivalents and other liquidities (row 10 728,990 110,030
+ row 15 + row 21)

23) Cash and other liquidity at the beginning of the year 1,055,572 1,784,562
24) Cash and other liquidity at the end of the year (row 22+row 23) 1,784,562 1,894,593

We present below the main financial indicators at the consolidated level of the year 2015:

2014 2015
l. Liquidity indicators
1. Current liquidity (times) 8.79 7.19
2. Immediate liquidity (times) 4.025 3.56
II. Activity indicators
1. The speed of stock rotation (no. of Rotations) 1.73 1.52
2. No. of storage days (days) 231 239
3. Speed of customer rotation (days) 99.6 127
4. Speed of supplier rotation (days) 58.9 70
5. Rotation speed of fixed assets (no. of Rotations) 6.47 7.96
6. Rotation speed of total assets (no. of Rotations) 0.95 0.83
III. Profitability indicators
1. Gross margin on sales (%) 10.78% 15.35%

6. Statenent on (Corporate Governance

6. 1 Electroaparataj SA has the shares listed on the BSE. Consequently, 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 hired an authorized financial auditor, as required by law.
They check the financial reports in all cases provided by law. The auditors’ fee is 3,600 euros without VAT.
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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.

6. 2. 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.

Moreover, Electroaparataj SA is not subject to any takeover bid.

6.3. Description of the nmain features of internal control and risk managenent
systens in relation to the financial reporting process
In Electroaparataj, internal control and risk control is the process of:

¢ 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
1. Risks are events that can affect the organization’s objectives and they are classified into 5 risk classes:
Reputational risks - affecting the public image
Financial risks - affecting the financial situation
Strategic risks - affecting the entity's objectives
Operational risks - affecting operational processes
Legal risks - affecting the legal status of the organization
2. Risks can act alone or in combination, can cause immediate or delayed effects, and the categories of events can
be grouped according to internal and external factors. The level of risk = likelihood for the event to occur X
amount of impact (RON).
3. Risk control in the organization has 8 interrelated components, integrated in the business management process.
These components are:
3.1. Culture of the organization.
3.2. Setting goals.
3.3. Identification of events.
3.4. Risk management
3.5. Response to risk.
3.6. Activity control
3.7. The information system and communications.
3.8. Monitoring.
Risk control process is monitored to ensure the presence and operation of its components and the performance
thereof at the same time.
4. In the area of risk management, the management is responsible for at least the following:
4.1. Administration of policies and procedures for identifying, assessing, monitoring and risk control, of the
personnel involved in the implementation thereof;
4.2.Knowing and monitoring the main risks affecting the organization;
4.3. Creating the organizational framework, establishing responsibilities and distributing the required resources;
4.4.Maintaining adequate reporting systems corresponding to risk exposures and other risk-related issues;
4.5.Maintaining exposure to risks, including under crisis conditions, within the limits approved by the Board of
Directors;
4.6. Maintaining the efficiency and effectiveness of the internal control system;
4.7.Providing a qualified staff with the necessary experience and knowledge;
4.8.Ensuring consistency of staff remuneration policies with the strategy risks.
5. Controllers will participate in determining the risk profile, the types of risk that the organization is prepared to
undertake, and the threshold at which risk is considered significant, given the nature, size and complexity of the
activity.
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6. Decisions on the management of significant risks, appropriate to the nature, size and complexity of the
organization’s activities must be transposed clearly and transparently in internal rules, procedures, including
manuals and codes of conduct, distinguishing between general standards applicable to all staff and specific rules
applicable to some categories of staff.

7. The controller must ensure, with the internal auditor, systematic monitoring of compliance with the procedures
established for the significant risks and with addressing the shortcomings.

6.4. The conduct of the general neeting 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
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] 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;
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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) 1issuing bonds;

j) 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), e) 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.

6.5. The structure and operation of the adninistrative, nanagenent 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
fulfillment 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
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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.

CHAIRMAN
BOARD OF DIRECTORS,
SC BROADHURST INDUSTRIAL MANAGEMENT SRL
by permanent representative
ADRIAN IOAN RUS

SC ELECTROAPARATAJ SA APPENDIX 1

SHAREHOI DI NG STRUCTURE AS (F 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

THE CHAIRMAN

OF THE BOARD OF DIRECTORS,
SC BROADHURST INDUSTRIAL MANAGEMENT SRL

by permanent representative
ADRIAN IOAN RUS
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