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In its current configuration, the Thyssenkragpoup is the result of the merger of Krupp with
the other two major German steelmaking companiegskh, acquired in 1991, to keep it
from falling into the hands of British Steel, andyEsen in 1999. The group thus constituted
is today Europe’s number two steel producer (13ioniltonnes), but only ®worldwide,
very far behind its two main European competitéuselor Mittal, number 1 in the world
with nearly 100 million tonnes, and Tata Steel, beml1 with 26 million tonnes of steel.

Thyssenkrupp is organised into 6 business units:

“Steel Europe” and “Steel Americas” produce imtigalar flat carbon steel for the
automobile industry; the “Stainless global” bussaeinit, which produced stainless
steel, has been sold ;

- “Elevator technology” makes elevators and relateddpcts, such as escalators,
boarding bridges for aircraft, etc., and sees ¢ontlaintenance of its equipment ;

- “Component technology” provides components, paldity for the automobile
industry but also for chemistry ;

- “Industrial solutions” groups the engineering aiti@s provided by the automobile
industry, chemistry, mines and shipbuilding ;

- “Material services” comprises the material disttibo activities (metals and plastics
in particular) and services, particularly logistics

1 Unless indicated otherwise, the figures in thisenmme from the annual accounts closed in Septeofitie referenced
financial year.



TABLE 1

DEVELOPMENT IN THE NUMBER OF EMPLOYEES PER BUSINESS UNIT

(in thousands) 2009 2010 2012 2014 2015 201
Group 187.50 | 177.35 | 167.96 | 162.37 | 154.91 | 156.49
including:

Component technology27.97 |29.14 |28.01 |28.94 |29.63 |30.75
Elevator  technology 42.70 |44.0 4756 |50.28 |51.34 |51.43
Industrial Technology 20.81 | 18.77 |18.11 |1855 |19.39 |19.60
Material services 44.32 |33.86 |27.60 |30.29 |20.23 |19.75
Steel Europe 36.42 |34.71 |27.76 |27.86 |27.60 |27.56
Steel Americas? 1.66 3.32 3.99 3.47 3.73 3.85
Stainless Global 11.76 |11.24 |11.85 |- - -
Corporate 1.87 2.60 2.80 2.99 3.00 3.55

Steel, which has played a historical role in theettgpment and culture of the group, is
nonetheless no longer its main activity. The twaekbusiness units employed only 20% of its
workforce in September 2014, largely exceeded kg dlevators division (33% of the

workforce).

It is worth noting that the group’s activities amdst of the business units are strongly geared
to intermediate groups and the automobile industfire composition of the Thyssenkrupp
clientele has remained remarkably stable in regaars, in spite of the scope of the
restructuring operations carried out during theeaeriod.

*United States, Canada, Mexico, Brazil

TABLE 2

STRUCTURE (IN %) OF SALES PER CUSTOMER SECTOR

Customer sectors 2011 2016
Automobile 24 25
Engineering 11 8
Steel 18 14
Packaging 3 3
Energy and “utilities” 3 5
Construction 10 11
Public sector 4 5
Trade 14 12
Other 12 17
Total 100 100




Conversely, the group’s sites in each region hdnamged considerably, with the Asia-Pacific
region ascending in terms of both absolute andivelaalue :

TABLE 3

W ORKFORCE PER REGION

2009 2013 2015

Number*| % Number*| % Number*| %
Germany 81.23 43.3 58.16 37.4 59.81 38.6
Europe, excl] 42.29 22.6 29.92 19.1 30.41 19.6
Gr 27.43 14.6 20.56 13.1 21.42 13.8
NAFTA 15.46 8.2 22.08 14.1 13.53 8.7
South America 18.48 9.9 24.91 15.9 28.34 18.3
Asia-Pacific 2.60 1.4 1.22 0.8 1.39 0.9
Africa 187.50 | 100 156.86 | 100 154,91 | 100
Total

*number in thousands

Overall, Thyssenkrupp reduced its workforce by % .@82,600 people) between 2009 and
2015. Most of this reduction has concentrated em@ny and the rest of Europe, where the
workforce has been reduced by 26.4% (21,400 people) 28.1% (11,900 people)
respectively; the workforce of the Asia-Pacific imdg essentially India and China, has gone
up by 9,900 people, which offsets about one thirthe drop in European employment.

MANAGEMENT OF THE GROUP

The management of the group as well as the shifits iactivity portfolio are guided by three
criteria which are calculated and published for year to come for each business unit; they
pertain to earning before interest and taxes (EBVEJue creatioh and the generated
liquidity (measured by the free cash-flow (net clistv after investments)). These criteria
seem to have different roles at this time: astlygpointed out in the group’s publications,
operating profitability is not a very good performea indicator when it comes to comparing
the results of different capital-intensive actiedj it should be noted that the created value has
been systematically negative these last years, théhaverage cost of capital having always
exceeded the return on capital employed. It isefioee likely that in the tense financial
context that the group finds itself, the free cHel» may well be the most crucial
management indicator to guide its decisions. Needgss, the short-term objectives set for
each business unit prioritise these criteria anfihelemore specific ones; conversely, the
amount of the variable remuneration of the boardnahagement, which is far higher than
their fixed remuneration, depends on these fouwsatccording to a specific grid for each.

2 value creation is a key concept of classical fiiahtheory because it is deemed to be the perfocmandicator most
widely used to guide the investor’s decision. sltdefined as the difference between EBIT and thghted average cost of
capital (debt and equity); the cost of the delhéssum of the interest of a risk-free debt (inegahthe sovereign debt) plus a
risk premium, and the return required by the shaldshs is the return from a perfectly diversifiedck portfolio, plus a risk
premium corresponding to the specific company rigke cost of capital defined for each business afnthe group varies
only slightly from one year to the next: in 2015was fixed at 9%, a rate that had not changedesaptember 2012, higher
by 0.5 point from the rate of previous years, reduto 8% in 2016. The rate of the best busineds Hi@vator Technology,
is 7.5%, and that of the business unit most at Ss&el Americas, is 10%. The average cost of abfat the entire group,
which therefore appears as relatively high, reflethigh future return requirement from the shddde and/or their
observation of a level of risk for the group’s sities which would remain sizeable, higher thart thihich the group seems
willing to admit.



TABLE 4

DEVELOPMENT OF THE GROUP ’S KEY MANAGEMENT INDICATORS

(€ million or %) 2010 2011 2012 2013 2014 2015 201¢
Net turnover (€ billion) 42.62 |49.09 |47.05 |39.78 |41.21 |42.78 |39.26
EBIT (€ billion) | 1346 -088 -4370 | -552 1145 1050 1189
Capital employed (€ billion) 20.77 | 23.22 |[21.49 |1459 |15.85 |16.11 |15.93
ROCE*(%) 6.5 -4.3 -20.3 -3.8 7.2 6.5 7.5
Average cost of capital (%)8.5 8.5 8.5 9.0 9.0 9.0 8.0
Val. created/destroyed-419 -2962 | -6197 |-1865 |-282 -389 -85
(€mil.) -1538 | -1995 | -2590 |-625 -3577 |65

Free cash-flow**(€ mil.) 553 424 854 1221 1054 597 191
Cash-flow from| 12.31 | 9.54 8.51 9.10 11.75 |8.87 12.01
investments

Market capitalisation (€

bil.)

*Return on capital employed **Free cash-flow befareestment proceetls

The management system of Thyssenkrupp is thersfovagly characterised by the quest for
profitability for its shareholders, the parametefswhich stem from three constraints: the
composition of its shareholding, the deterioratiohits profitability, and the scope of

unfortunate investments.

The shareholding of the groupis highly dispersed and comprises only two sigarfic

shareholders :

- The Alfried Krupp von Bohlen und Halbach Foundatiaich comprises the stake of
the founding families, though a minority sharehold®ems to play an important role
in the management choices of the group. This pasvéased on its position as the
group’s principal shareholder -- a position it ladagree to reduce so as to be able to
accept the sizeable increases of capital that eetlits staké This stake, which stood
at 25.3% of the capital in 2012, dropped to 23%920a4. Moreover, the foundation’s
weight was reduced in 2011 by the disposal of 9.8d8rnally held shares on the
market to strengthen the cash position of the g(€db billion) ;

- In December 2013, the family holding company, whigs not able to participate in
the increase of capital of €880 million due to tle¢erioration of the group’s financial
situation, was forced to accept the entry intodapital of Cevlan, a Swedish activist
fund? Since its arrival, the stake of the fund has gahmugh several stages, from
5.3% to 20% of the capital, i.e. nearly the sanvell@as the foundation. Cevlan has
had a seat on the group’s supervisory board siamcealy 2015%;

® The free cash-flow represents the surplus liquidienerated by the company’'s activity,

after thmaricing of its

investments, and the variation of its working calprequirement (variation of stocks and net tradmlits). This available

cash-flow can be used by the company to increassitity or pay its debts.

4 In January 2014, the management board was auhoriis agreement with the supervisory board, tadssonvertible
bonds, on condition of not exceeding a ceiling 89& million, while the management board was gratiedright to limit
subscriptions it did not consider suitable.
® Cevlan capital was created in 2002. It holds ardified portfolio of shares in European companigkich it changes

rapidly, because it keeps its stake for 5 to 7 gidlahas a reputation of pleading, in companiestich it is present, for a
rapid restructuring through the disposal of losskimg activities. According to the press, Cevlan ddfethe idea of a sale of
Thyssenkrupp’s steelmaking activity and a demeogéne lift activity (a spin off?).
8 It should be noted that the Commerzbank holdg@%stake in the capital of Thyssenkrupp.



The profitability situation of the group, which explains the low dividends at the present
time (cf. Table 5 below), is due to three factors :

- The crisis of the Eurozone of 2008-2009 which caused the collapse of the group’s
turnover. In 2010, the turnover dropped by 21.%mgared to its 2008 level, with
sales taking the hardest hit in Germany (-27%) enthe rest of Europe (-25%),
which could not be offset by the weak progreshienAsia-Pacific Region (+3%) ;

- The failure of the new steel plants created in Brazil and the United Sates amplified
the difficulties of the group even further, all theore so as it was late in becoming
aware of the problem, due to insufficient reportirgm the managers of the Brazilian
plant which, according to employee representatives because the management of
the group has difficulties accepting the failureitsf decision<. Be that as it may,
investment in the two plants, which had been evatuiat €6 billion in 2006, had to be
revised upward to €8 billion in 2008, and then #ikon in 2013 ;

- The collapse of stedl prices caused by Chinese exports at dumping prices ishivegg

on the group’s financial recovery at the end offibgod.

DEVELOPMENT OF THE GROUP 'S FINANCIAL SITUATION

TABLE 5

(September data) | 2008 20p2010 | 2011 | 2012] 2013] 2014 2016 201
Net result (€ billion) 2.28 |- 093 |-1.78 |-5.04 |-158 |020 |0.27 |0.26
Investments (€ billion) 428 |1.87 |3.52 |2.77 [220 |1.41 [1.20 [1.24 |[1.39
Dividends (€ million) 603 |4.08 | 209 |232 |- - 62 85 85
ROE* (%)|27.6 | 139 |10.9 |-15.2 |-112 |-65.6 |13.4 |14.7 |25.0
Equity (€ billion)| 11.49 | 24.4 | 10.38 | 10.38 | 453 |251 [3.20 |3.3 1|2.61
Net ~financial debt1.58 |9.70 |3.78 |3.55 |5.80 |5.04 |3.68 |3.42 |3.50
Equity ratio™ (%)|27.6 |2.06|23.8 |238 |11.8 |71 (88 |93 |74
Gearing***(%) 13.8 [23.4 /364 |345 |128.1 |200.6 |114.9 | 103.2 | 134.2

21.2

*Return on equity ** Equity/balance sheet total fet financial debt / equity

Even though they have not really imperilled thehcassition of Thyssenkrupp, in spite of the
externalisation of a constantly negative cash-fiimce the crisis (Table 4), these three shocks
have, owing to the sharp deterioration of profiiahicaused a collapse in equity which has
gone from €11.5 billion in 2008 to 2.5 billion ifD23, a level scarcely exceeded in 2016,
which cancels an improvement noted in 2014-2015. wes have seen, owing to its
shareholding structure, the group was not ablaigercapital to offset its losses, and had to
resort to regular bond issues and bank debt, bilirwiimits defined strictly by the banks,
which are worried about the group’s futdrt.should be noted that the cost of the debt paid

" Die Zeit on line of 5 July 2012 provides a powédescription of the Brazilian adventure of Thydsepp as a “story of
megalomania, bad management and pollution,” arnttieaginal attempt of the German group to repositiself as a major
steel group capable of vying with its two main Epgan competitors, Arcelor Mittal and Tata Steel.
8 The group’s bank lines of credit are subject toomenant that limits the group’s gearing to 150%2013, when the
gearing reached 200%, Thyssenkrupp had to rengégdsdine of credit of €2.5 billion in return fgetting the gearing back

to a level acceptable by the bankers.

At the stime, the group’s rating was downgraded, which dat prevent

Thyssenkrupp from issuing bonds (€1.25 billion @bRiary 2014 and €1.35 billion in February 201B)it, prevented it from
benefiting fully from the drop of interest rates, particular because of the drop of its rating #rel uncertainty about its
financial recovery. It is worth noting that in Falhry 2016, Moody'’s lowered the group’s long tertingito Ba2, with stable
prospects, based on the development of steel pitdshe Brazilian recession. The ratings by Stahdad Poor’s and Fitch
remained unchanged at BB and BB+ respectively. Thalsizéncrease of the gearing noted in 2016 is éisdlgrdue to the

reassessment of the group’s pension commitmentpaiticular as regards German employees) owindné¢odrop in the

actuarial rate used to calculate them.



by the group remains acceptable for a company aithon-investment gradeétating. The
group’s restructuring operations therefore haveryewd#ance of being continued in the
coming years, as shown by the persistent diffeiebetween the most and the least efficient
business unit§ :

PROFIT MARGIN PER BUSINESS UNIT

2014 2015 2016

Group 2.8 2.5 3.0

of which:

Component technology3.8 4.4 3.7
Elevator  technology 7.5 9.2 10.3
Industrial technology 6.7 6.8 5.8
Material services O.7 -0.3 0.6
Steel Europe 2.2 5.9 4.1
Steel Americas -3.1 -8.3 -1.5

The recovery of the group: an unchanged strategy lubased, since 2011, on
restructuring decisions and significant disposalsfaactivity.

The losses registered in 2011 and 2012 by ThysappKkrave not changed its main strategic
lines, namely to :

- Build a diversified group in terms of its activéi@nd geographic sites (in particular in
Asia and South America) ;

- Obtain more productions that are more technicalrance specified according to the
particular needs of major customers ;

- Disengage from the more capital-intensive actisitiand shift to service and
engineering activities in particular.

The group pointed out in its annual report of 2€1d “diversification was not an objective in
itself, but a means to seize growth opportunitied Boost the stability of [its] activity in a
volatile environment.” This strategy explains ttfa group disengaged from its activities for
carmakers in developing countries (see below) amdsted in the same customer sectors in
emerging countriel: These strategic approaches, intended to enatdesithieve higher and
more stable profitability more rapidly, require mi@ining a sizeable level of investment and
research and development, which was not possibiegithe period under reviel.To turn

its situation around, Thyssenkrupp set more rigerquofitability requirements for its
business unit, by adding to its traditional manageimcriteria the objective of coming
systematically up to the level of its most effidieompetitors (benchmarking) and reinforcing
the synergies between the group’s business uhéselty strengthening the centralised nature
of its managemerit

®In 2014, Thyssenkrupp launched successfully agB-yend issue at 3.12%, in 2015 at 1.76% and i 202.75%.

10 The composition of the business units having beeensively changed during the period under revisahave the
definitions of accounting concepts, albeit to sséesdegree, it is not possible to produce a cohesmord of the profit
margins over a long period. As noted above, thermedn capital employed is conceptually a bettdicator than the profit
margin, but its interpretation has been complicétethe sudden changes of policies pursued byinettgisions concerning
stocks and trade credits.

' In 2015, it was decided to create three plant€hina for the production of springs and stabilisg@sengdu), chassis
(Shanghai) and cylinders (Changzhou), a plant afidgts in Brazil and a plant of axles in Mexico Yarlkswagen.

12 The group’s investment capacities were more tkmrated until 2012 by the weight of investmentshia Brazilian and
American steel plants.

13 The group’s business units report directly toghgup’s general management, the support functiaosolints, real estate,
and human resources in particular) are only pértérried out by the divisions, and are largelptcalised. Moreover, the



In May 2011, a rigorous plan to dispose of acwdtdeemed insufficiently profitable and
savings to be carried out on the activities has laelmpted. Christened “Impact,” this plan has
to reduce the group’s turnover by 23% and its wandé by 35,500 by comparison with 2010
over a relatively short period of five years, andirhpose drastic savings on the activities
retained pertaining to the costs and capital engaloyAccording to the group’s accounting
figures, the turnover and employment objectivesrs€011 were not reached, but the savings
target was not only reached but also exceededill&inbn 2015 for a target of €850 million).
In fact, the disposl and restructuring operations of the group perthiparticularly to
reducing the capital employed (cf. Table 4) whichtwo years, from 2011 to 2013, dropped
suddenly from 37%, i.e. nearly €9 billion, obtairt®dtaking action on the components of that
capital, fixed assets and circulating capital.

As of 2011, the group posted the new asset dispatsahs planning, which supplemented the
disposals already programmed. In spite of the sobpleese operations, it refused to sell off
its assets, preferring to keep them, and evenviesirto modernise and hope for a subsequent
disposal. The most important disposals were asviall:

- Metal forming (car components, 5700 employees)d sol July 2011 (outside the
Impact plan) to Gestamp Automocion ;

- Xervon (scaffolding, insulation, 9300 people) swidAugust 2011 (outside the impact
plan) to the German company Remondis ;

- Blom+Voss (components and maintenance of vessEi€)0(employees), sold in part
in 2011 to the Star Capital fund, which resold thsabsequently to the German
company Lurssen, which continues the specialisatioime naval sector for military
activities (construction of surface vessels and-maciear submarines and world
leader of the Kingspan sector) ;

- Sale in 2013 of Thyssenkrupp Construction Groupchlvivas loss making (European
number 1 in insulating sandwich panels) ;

- Sale in July 2014 of the group’s Swedish shipydodsubmarines to the Saab Group
and German yards in Emden to Seafort Advisars

- Automotive System, a Brazilian subsidiary of thés&in Group, sold in December
2011 to Cosma International ;

- Waupaca (foundry in the United States, 3000 peopt#)l in July 2012 to KPS
Partners

- Tailored Blanks (tailored blanks in steel for th&cmobile industry, 900 persons),
sold in September 2012 to WISCO (Wuhan Iron andlSZerp.) ;

- Berco group (Italy, chassis and undercarriagesdosstruction site machinery) put up
for sale in September 2014 ;

- Announcement in September 2014 of the restructyongside of the Impact plan) of
the Angers elevator plant (France) leading to 2Z88duts out of a workforce of 442
employees; Angers must lose a part of its actiffitye sheet metal) to refocus on

group recently created search functions for syesrgoncerning the research and development agsioti geographic sites
of each business unit.

¥ In essence, the disposal objectives were seté@@t4 as shown by the accounting standards (IFR&hvsince 2013
require the company to report separately the tilenand result of the activities pursued and aatiwiabandoned during the
financial year. Since 2014, the data concerningaittevities pursued are practically identical togh of the group, which
tends to show that the disposals of the group mow to be programmed according to opportunities.

15 The sale of the Swedish shipyards is not in lirith ihe specialisation objective of the ship builgliactivity for the
military sector. This sale was carried out underspure from the Swedish government which reproaghgdsenkrupp of
reserving its contracts of sale for submarinesit®iGerman shipyards, to the detriment of SwedtEpyards (Kochum)
acquired in 2005. The French company DCNS (12000l@rees) is a candidate for a merger with ThyssgumkMarine
Systems (8300 employees), unsuccessfully so far,abmerger with the German shipbuilding yard Urseais been
mentioned. On the export front, TKMS holds 60%twf tvorld market for submarines and 25% for surfassels.



engineering, follow-up of orders and the after-satervice concerning France and
Belgiunt®;

The sale of the French company THK Hugo (magndteesplant at Isbergues, 550
employees) had been considered since January 20&3tal the keen Chinese
competition on medium-range products, specialitflkK UGO. The disposal could
not go through because of lack of buyer, and inudan 2015, an agreement to
continue the activity was signed with the tradeousi(see below), accompanied by an
investment programme of €4.5 million intended t@iove the production and a drop
in the price of semi-finished products suppliedtiy group to the French company. It
should be noted that Thyssenkrupp has two othernetmgsheet plants, one in
Germany (580 employees) and the other in India €0ployees).

The restructuring operations for three businests i not go exactly as planned in 2011 :

Stainless Global, stainless steel business urghristened Inoxium, valued at €2.7
billion in 2012, was ceded to the Finnish compamytdRumpu in exchange for a
29.9% stake of the Finnish company in Thyssenkruppe Finnish company now
holds more than 50% of the European stainless stagtet. Nevertheless, owing to
the dominant position thus acquired by Outokumpo, 2014, the European
competition authority asked it to dispose of twanpanies ceded by ThyssenKrupp,
VDM (2083 employees) and the Italian company A$¥€c(al Speciali Terni).
Because of a lack of buyer, the latter must talak lita two former subsidiaries and, in
order to comply with the European decisions, musak all contact with Outokumpu.
VDM was resold in April 2015 to the British fundridsay Goldberg , and ASF -
Acciai Speciali Terni- (1500 employees) remainghia lap of ThyssenKrupp, with the
production of stainless metal strips being conegetf in the Italian plants of Terni
(2600 employees), where 20% of the jobs will havgd”;

Steel Americas: The disposals in this businessdidihot go according to plan either.
Only the American steel subsidiary TK Alabama cohtl sold for €1.3 billion in
February 2014 to a consortium that comprised Arcédiittal and Nippon Steel
Sumimoto Corp. Thyssenkrupp had to retain its Bieriplant CSA —Companhia
Siderurgica doo Atlantico- and in 2016, acquiredgt the 26.7% stake of the capital
held by Vale. It is worth bearing in mind that ttveo plants were still estimated at
€3.9 billion in Thyssenkrupp’s accounts in 2012npared with a final investment of
€12 billion, including €4.9 billion for the Brazan plant... Nevertheless, the contract
of sale with its former American subsidiary TK Ataba limited the unfavourable
consequences of retaining the Brazilian plant. THteer had initially been designed
especially to supply the American plant with semished products (slabs). The
consortium had undertaken to acquire temporarihtjl 2019, 40% of the tonnage
produced by the Brazilian plant (5 million tonne§SA thus acquired a certain
visibility for the short term which will perhaps @&le Thyssenkrupp to find a buyer
for it (negotiations are currently under way, adiog to the Wall Street Journal) ;
Steel Europe: The Impact plan had provided in 2filteduce the business unit’s
production capacities by 1.4 million tonnes by ginegrammed closing of the Krefeld
steel works at the end of 2013 and Bochum in 2Qhé 600 redundant positions

® The Thyssenkrupp elevator business unit (worldisnber 4 producer), although highly profitable, iis Search of a
business plan that would improve its European tesyen more. Thus in 2006, it had planned touesire production by
having each plant specialise in one elevator elemrr2010, a new plan was devised which concesdrétte production
activity at the German site of Neuhausen and iM2@Inew business plan (ENMR project) provides fodpction in three
plants. It is a project which seems to have imspihe restructuring of the Angers plant which segart of its activities
transferred to the German plant of Neuhausen aothenpart to the Spanish plant of Mostolen.

7 |n September 2014, Pope Francis sharply condetieesbcial policy of Thyssenkrupp concerning tispany.



having to be reclassified in the group) as wellSagedish cold rolling activities. In
2013, the group stepped up the pressure on Steep&wnder a new programme
known as “Best in class reloadéd'which provided for the improvement of the
technical efficiency of the existing hot rolling liei and the relocation of the cold
installations of Duisburg... In all, the new programsets an objective to reduce the
business unit's production capacity by 3 milliomtes and to cut 1800 jobs, which
brings the number of jobs that have to be done awifty to 3800, i.e. 14% of the
business unit’'s workforce.

A FRAGMENTED SOCIAL MANAGEMENT OF THE RESTRUCTURING
OPERATIONS ?

The social management of Thyssenkrupp could naxaeined from an exhaustive inquiry

into the negotiations and agreements covering tieeegroup, because of lack of sufficient

information. Nevertheless, a certain number of mea@®nflicts and agreements, which are
presented below, set out contrasting situationsrdaug to the geographic sites of the entities
concerned, revealing a tension between the unifiad centralised management of a
multinational group and the social negotiation lesdithe scope of which is limited by the

legal powers of the restructured subsidiaries.altt, fthe organisation of the group provided
for four decision-making bodies: the group itselfigervisory board and management board),
the business units, the geographic managers, aaltlyfthe subsidiaries apply the decisions of
the three preceding bodies.

- Emerging countries constitute the only case, as far as we know, @fodd social
negotiation carried out at group level, freed frahe legal (and geographical)
boundaries of the subsidiary. The denunciation bytalmn NGOs of the social
conditions imposed on certain plants of the groagatied in emerging countries, in
particular Brazil and Peru, have probably faciéththe opening of negotiations that
define the social minima at world level, but comieg de facto only emerging
countries. In March 2015, Thyssenkrupp signed ddvagreement in particular with
IG Metall, the Hans Bockler Foundation and Industti *® concerning the respect of
the social rights of workers in 80 countries whtre group is established. These
rights must respect the minimum standards defingdthe International Labour
Organisation and the UN conventions. The agreempeided for the creation of a
joint international committee that must be kepbmied of complaints concerning the
application of the agreement, and granted its mesntbe right to go and inquire on
site. It should be noted nonetheless that evenurofe, the working conditions
deteriorated profoundly locally in the periods @m@iag a restructuring or disposal, as
was the case of the steel plant in Turin, wheragiteement to close it had been signed
with the trade unions in July 2087

- In Germany, in 2008, an agreement to maintain senior citizens in employment was
signed, first on a regional basis (Rhineland Weddtph then extended to the national
level. The purpose of this agreement was to imptbgaevorking conditions according

181G Metall reproached the management of Thyssemqkfap having announced this plan through the pesss before it
was presented to the supervisory board and to gmplepresentatives. Nevertheless, this plan enpédxting accompanied
by an agreement that defined the social arrangentefntbelow).

1 Created in June 2012 and headquartered in GeneshasttiALL Global Union brings together the worlchde union
federations of the metallurgy, mining, chemistnyergy and textile/clothing sectors.

20 |n December 2007, an explosion in the Turin spg@ht, where the workforce had been reduced byv@&&ers to 270,
claimed 7 fatalities and caused great distrestalg.[The documents seized by the Italian judiaigthorities showed that the
safety standards were no longer complied with ait pkant, the closing of which was a condition wféval for another steel
plant of the group, that in Termi (3500 employed$)e judicial authorities considered that the mamnaent errors were of
exceptional severity, and consequently, sentenlcecgéneral manager of THK ltaly to 16.5 years iisqar for culpable
homicide, and 5 other executives for manslaughié&e sentences were upheld in appeal.



to age and lead to a gradual reduction of the igtof old workers so as to promote

the rejuvenation of the workforce. To that endpacsal fund was created to finance
actions for senior citizens, fed by contributionsnf the company and the employees.
Each company of the group is thereby required tadaot a 5-year projection on the

gualification needs and to define the measureg foub in place ;

- In the German steel industry, where restructuring operations have resulted in a
substantial reduction of employment, agreement® wigned to reduce redundancies
in exchange for reductions in wages and workingetiNevertheless, the social
climate was less easy than would first appear frii@ large spans of these
agreements. |G Metal noted and denounced thagetheral management of the group
could announce publicly restructuring decisionsobefconsulting the supervisory
board and the trade unions. It should also be ntitatithese agreements caused an
unusual erosion in the number of elected represeasaof IG Metall (during the
elections of March 2015, it lost 4 of the 26 seatsof the 30 it held).

In connection with the plan to restructure the Garateel industry announced in 2013, in

September of that year IG Metall signed a colleciagreement on the procedures for
1300 redundancies over 5 years, which provides :

- For employees covered by the collective agre¢ntiea reduction of the working time
from 34 to 31 hours as of October 2013, then awghdeturn to 35 hours as of
October 2018 to be attained by 2021 ;

- For employees not covered by collective agrea¢sneheir wages will be reduced by
2.44% and their holidays by 8 days ;

- Partial early retirement schemes for a perio@ géars and part-time contracts will be
implemented and expenses relating to internal ntpbilill be assumed by the
company ;

- The apprenticeship contracts will no longer lsgstematically to hiring in the group.

In Europe, outside Germany, negotiations were apparently more difficult thanGermany,
and at times managed to mobilise the governmerdsetetted officials, even the Pope (cf.
note 17).

- Thus, in Italy, as we have seen, the activityhef two blast furnaces of AST in Terni,
which were to be closed (as announced in Octob®&4)20vas finally saved, after the
intervention of the Italian government, and thewdl of production was maintained
for four years, particularly through the transféitite steelmaking activity in Turin to
Terni. On this basis, an agreement signed in Deee2®l4, reduces the workforce by
290 persons, with departures of employees carngdswictly on a voluntary basis.
The Terni plants will be modernised at the priceanfinvestment of €110 million.
Nevertheless, a 40-day conflict, mobilising CGIUSC and UIL, erupted concerning
subcontracting, deemed to be treated particulatiiyh especially when compared to
the practices of the group in Germany ;

- In France, two significant conflicts have taken place, oneveini by the CGT and the
other by the CFDT: - The first conflict concerree televator plant in Angers. It
mobilised the local public authorities and wasedig the Chamber of Deputies. The
CGT denounced the ill will of the Thyssenkrupp sdiasy to discuss the restructuring
of the elevator business unit, refusing to provite accounting firm Secari,

21 The content of this agreement was communicates toy Syndex.
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commissioned by the works council, with the neagssdormatiorf?, then to put the
report of that firm on the agenda. The servicethefministry of labour intervened to
break the impasse in the negotiations and to raachgreement which was approved
on 5 March 2015. This agreement guarantees thaolisegoreserved will be kept for at
least 3 years, and that the subsidiary of Thyssgmkmwill inject €1 million in the
Angers basin revitalisation fund ;

- The second conflict concerns the plant in Isbesg(Nord Pas de Calais), managed by
THK UGO, the disposal or closing of which had be@mounced since January 2013.
The negotiations led to a defensive agreement tioteia employment for 3 years.
Signed in September 2015, this agreement pitteohgly the CFD, which was
favourable to it, against the CGT, which was veogthe. The conflict between the
two trade unions was settled by a referendum antib@gvorkers, who came out in
favour (thanks to the support of the manageridif,s&% of whom voted for the
agreement). In return for maintaining employmenrdrking time was reduced by 10 to
16 days depending on the categories of employeb#e whe weekly working time
was increased from 32 to 35 hours, or from 35 t® 8iours. Depending again on the
category of employees, these additional hours ball paid, which will offset the
abolition of the 13 month of pay. It is worth noting that out of theoup’s three
magnetic sheet production sites, the workforce weduced from 500 to 350
employees at the Indian site, while on the Germtn (580 employees), IG Metall
signed, a few months before the French agreemetefemsive agreement similar to
that of the French site: an increase in workingetifrom 35 to 39 hours, and the
abolition of 50% of the 1"3month.

THE RESTRUCTURING WAVE DOES NOT SEEM TO BE OVER

The Impact restructuring plan was completed in 20iccessfully, according to the Group,
which underscored that savings had amounted toilidnbin 2016, thereby exceeding the
fixed target of €850 million. Thus, in May 2016 tKeupp Foundation announced that it
would give the group free rein to restructure,tfer long-term, even if it meant getting out of
steel making. Heinrich Heisinger, the group’s CH®@n confirmed at a press conference that
“to state that it would be possible to continughia next five to six years without reductions
of activities, would not be telling the truth”. Thgroup has moreover set a medium-term
objective for its operating profit of €3 billion,hich represents a nearly 30% increase from
the level attained in 2016. The group’s steel andireeering activities seem particularly
concerned by the restructuring operations to come.

The main uncertainties have to do with foeure of the steel activities. In April 2016, IG
Metall expressed its concern by organising a natiaation day entitled “Steel is the future”
which brought together 45000 employé&&46000 in front of the main Thyssenkrupp site. In
May 2016, Thyssenkrupp announced a reorganisafiors gteel and engineering industrial
sites: the steel activities will be divided intoawntities, with steel production upstream, and
steel processing activities, whose future seenssdegain, downstream. The Group admitted
that it was considering a restructuring of steelimgkat European level, which “made
absolute sense,” and that it was in discussiotis Vata Steel (11000 people in Europe after

22 The argument of the Angers subsidiary was geapeitst forecast that, if a restructuring was notriedr out, the

accumulated loss from 2013 to 2013 would amou®2® million. For their part, the employee repreatwes disclosed the
need to modernise the equipment, the computer gmabbnd the refusal of the group to boost prodadticAngers, which

explains the 26% drop in turnover in 6 years.

2 The German steel industry employs 85,000 peopiis fovement challenged in particular the lack oéa response to
the dumping prices of Chinese steel exports.

11



the sale of its long steel products in November&2@ilthe British fund Greybull Capitd) --

500 jobs in the United Kingdom and 9000 in the Ne#nds> Nevertheless, the discussions
would hit a snag on the resorption of the imbalaoicéhe retirement system of the British
employees of Tata Steel and on the uncertaintlasng to Brexit. For his part, the chairman
of the Thyssenkrupp works council, Guinter Back,sudered that a rapprochement with Tata
Steel did not address a need of the Thyssen &teumd that the group’s management board
had not dealt with the substance of this issue.cdtesidered that the group no longer respects
its tradition of consultation with employee repmsgives, and seems only to imply that site
closures and redundancies are foreseeable, whageeasments currently in force preclude
them until 2020.

The “Industrial Solution” division, which carriesut theengineering activities, is going to
put in place a plan christened “Planets” to bolst® growth and profitability by giving
preference to its more profitable sectors and bggirating better the Marine Systems business
unit, whose manager had been dismissed after theefeof the sale of submarines to
Australia. The chairman of this division pointedt dbat he wanted the share of the most
profitable service activities, which stand at 13%geesent, to about 1/3, without fixing a
timetable, by redeploying the workforce, which @® tconcentrated in Germany, abroad, in
order to move closer to its customers. The emplogpeesentatives are consulted on these
projects and on the possible job cuts.

Even the “Elevators” business unit, the most pabfié of the group, will have to improve its
profitability: its profit margin will have to gadm 11% in 2015 to 15% by 2020, by reducing
the number of its models and developing its serai®vities in emerging countriés.

24 The activities acquired by Greybull, a fund spkséal in the takeover of companies in difficultiegere rechristened
British Steel, the name of the former British steelup. This fund thus acquired one of the two m8otish steel sites, that
of Scunthorpe; the second, Port Talbot, with a hiefeit, is still held by Tata Steel, and has bpahup for sale; the third
major European steel site of Tata Steel, Hoogowshgh is highly profitable, is situated in the Netlands and had been
acquired by the British company Corus, itself a rfesfithe merger of British Steel and Hoogovens;ltitdan Group Tata
rechristened Corus to Tata Steel after its takeover.

% |n November 2016, Tata Steel announced that itomathe point of disposing of its “special steadstivities in the United
Kingdom (1700 people) and that it was in exclusiegotiations on the matter with Liberty Group.shiuld be noted that
this segment of activity is strongly geared todkéomobile industry, like Thyssenkrupp.

%5 He declared to the DPA agency: “We are one obtst in Europe. Why should we go in with somedree lower level?”
%" The dissolution of the elevator cartel in 2013 rhaye made the sector more competitive. This lcgrteiped the four
major world manufacturers: OTIS, Schindler, Kromel a hyssenkrupp; they were convicted in 2007 forasrangement
which lasted at least from 1995 to 2004, and thesfiwere upheld by the European Court of Justi@®113. The fine for the
German Group was €480 million.
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