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Report of the Board of Directors for

1st Quarter
1 January — 31 March 2021

The Report of the Board of Directors is prepared in accordance with the provisions
of Law 24/2017 regarding the issuers of the financial instruments and market
operations and Regulation no. 5 from 2018 of the Financial Supervisory Authority
(A.S.F.) regarding the issuers of financial instruments and market operations,
Annex 13, respectively.

The purpose of this report is to inform the investors regarding the modifications in
the company’s position and performance, which took place between January-
March 2021, as well as regarding the predictable evolutions in the aviation and
defence industry market and regarding the company’s growth and development
opportunities under the impact of Covid-19 evolution.
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Identification data and field of activity

AEROSTAR S.A. is the forerunner of the Uzina de Reparatii Avioane (UM 03767)
founded by the Romanian State, established by the Decision of the Council of
Ministers, no. 1165, date April 17th, 1953, Bucharest. During this period, the
company operated in a continuous manner;

The activities take place at the registered headquarters, located on 9, Condorilor
Street, Bacau, postal code 600302. Since January 2018, AEROSTAR has registered
a secondary site, as a workplace located within the area of Iasi International Airport;

The company’s unique identification code at European level (EUID) is
ROONRC.J04/1137/1991 while the LEI identification code as a legal entity is
315700G9KRN3B7XDBB73;

The main field of activity is production. The main object of activity of the
company AEROSTAR i1s “Manufacture of aircraft and spaceships” — code CAEN
3030;

Subscribed and paid-in registered capital: 48.728.784 RON;

Applicable accounting standards: The individual financial statements are prepared
in accordance with the provisions of the International Financial Reporting Standards
(IFRS) adopted by the European Union, the Law of accountability no. 82/1991, re-
published, with the subsequent modifications and completions and are presented in
accordance with the IAS 1 requirements (Note 3);

The individual financial statements prepared for the 1st quarter of 2021 are not
accompanied by the report of the statutory financial auditor. They were audited by
the company’s internal auditor;

Aerostar S.A. is listed at the Bucharest Stock Exchange under ARS code, and the
evidence of the shares and shareholders is held, under the conditions of the law, by
the S.C. Depozitarul Central S.A. Bucuresti;

Telephone/fax number: 004-0234 575070/ 004-0234 572023;
Website/e-mail: www.aerostar.ro, acrostar(@aerostar.ro;

The reporting period is 1st quarter, 1 January — 31 March 2021.
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The message of the President of the Board of Directors & General Director

We are a performant supplier in the global aviation industry, and resilience is the
word that characterizes us in the conditions of an unprecedented pandemic and the
pressure it added.

The company continues to take firm and effective actions to ensure sustainability
and preservation of unimpaired production capabilities, acting through operational
excellence in our daily activity.

We continue to adapt, knowing that Aerostar’s activity will continue to be marked
by the direct and indirect effects generated by the Covid-19 Pandemic.

From the analyses performed during 2021, there is no predictable significant
relaunching of the aeronautical industry, nor of the air operators’ activities.
Moreover, it is foreseeable that major companies in the air-industry will be
reorganized, as Airbus has already announced, and also of the main aviation
companies, which can impact the supply chains, and implicitly our company, too.

In all this unpredictable and unknown environment, we focus on ensuring the health
and safety of our employees, by implementing new operating standards and
processes where it is needed to achieve strategic goals, maintaining a solid capital
base, and managing emergencies in a robust way to effectively address the impact
of the pandemic.

Grigore FILIP

President of the Board of Directors & General Director
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About AEROSTAR S.A.

It was named successively URA - 1953, Intreprinderea de Reparatii Avioane-IRAv
(Aircraft Repair Enterprise) - 1970, Intreprinderea de Avioane- IAv (Aircraft
Enterprise) - 1978 and since 1991, when the company was registered at the Bacau
Trade Register as a shareholding company with fully state-owned capital, it has
maintained the current name AEROSTAR S.A..

Currently, as a leader in Romania in the aerospace and defence field, and a performer
which offers superior value to the customers, employees and the community,
Aerostar produces and offers services materialized in three main business lines:

» Manufacturing of aviation products;
= Maintenance of commercial aircraft;

» Defence systems - aero, ground and naval.

In the field of civil aviation, AEROSTAR is a supplier of aerostructures, components
and assemblies for the global aviation industry, having as end customers companies
such as: Airbus, Ariane Group, Boeing, Bombardier, Dassault, GKN Aerospace,
Gulfstream, Premium Aerotec, SAFRAN Landing Systems a.o.

AEROSTAR holds authorizations for the maintenance of commercial aircraft, being
currently authorized to perform this type of work on the following aircraft types:
Boeing 737 series 300-900, the Airbus 320 family, ceo & neo, as well as the
components thereof.

AEROSTAR is part of the national defence industry accordance with law 232/2016.
AEROSTAR is part of the Raytheon supply chain for Patriot systems.

All the actions and measures intended to ensure long-term business sustainability
reflect the company’s motto ,,PERFORMANCE THROUGH
PROFESSIONALISM™.
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Key figures in the 1st Quarter

AEROSTAR prepares the individual financial statements in accordance with the
international financial reporting standards (IFRS).

Share capital thousand lei 48.729
Turnover ‘ thousand lei ’ ‘ 99.932
Export sales | thousand lei | | 90959
No. of employees no. 1.955

Net profit thousand lei 21.677
Cash - flow thousand lei 213.448
General liquidity - 7,23

Investment expenses from own sources thousand lei 18.142

Economic-financial indicators on 31.03.2021

Current Liquidity 9,16
Indebtedness Rate 0

Debt rotation rate — customers 41

Fixed asset rotation rate 0,50
General Solvency Rate 13,65
Financial Rate of Return 0,05

Net profit rate 20,99%

Net Treasury 54.512 thousand lei
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Monetary Context for the 1% quarter:

Average exchange rate EURO/3 months lei/euro 4,8782 4,7959
Average exchange rate USD/3 months lei/USD 4,0461 4,3512
Average exchange rate GBP/3 months 1ei/GBP 53,5789 5,5693
Inflation - 2,14 1,16

Tangible assets

The production facilities and capacities of Aerostar S.A. are located in Bacau, where
is also located the registered office of the company, at No. 9, Condorilor Street,
Bacau 600302, Romania. Aerostar S.A. has a secondary office without legal
personality, i.e. a work point, at no. 25B, Aeroportului Street, lasi. Currently the
Aerostar S.A. company carry out economic activities at this secondary site.

The company owns a land area of 47,33 hectares, with access to the European road
ESS.

Aerostar has direct access to the runway of the airport “George Enescu” in Bacau.

At the registered office, all types of facilities necessary for the good functioning of
the production activity are built, according to the activity.

The production areas consist in hangars, industrial buildings, technological test
bench, areas for administrative and social activities. The company also owns office
areas for technical and economic activities.

All these areas are maintained in good conditions. The built area of the buildings is
approximately 13,47 ha.

The assets of Aerostar SA comply with the provisions established in the health,
safety and environmental management system, in line with the applicable
occupational safety legislation and regulations, as well as the norms on property
safety and security.
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On March 31, 2020 Aerostar S.A. Bacau owns tangible assets for carrying out its
activity in a gross value of 327.137 thousand lei, materialized in land, buildings,
special constructions, installations, technological equipment, means of transport:

Land 29.266 N/A
Constructions 94.434 30,2%
Investment property 10.537 35,1%
Technical installations, of which: 189.425 59,2%
0 technological equipment 183.295 58.8%
O transport vehicles 6.130 71,1%
Total tangible assets 3.475 35,9%
TOTAL 327.137 44.5%

During January-March 2021 no risks were identified related to the ownership over
the tangible assets.

“AEROSTAR” SHARES (ARS)

The shares of Aerostar S.A. Bacau have been traded since 1998 on the regulated
market of the Bucharest Stock Exchange.

The main characteristics of the issued shares: 152.277.450 shares are
nominative, ordinary, of equal value, fully paid, issued in dematerialized form and
recorded by registration in the Shareholders’ Register that is administrated by
Depozitarul Central S.A. Bucharest.

AEROSTAR S.A. Bacau as an issuer is registered with the following data:
Unique registration code 950531, code ISIN ROAEROACNORS, ARS stock

exchange symbol, the shares issued belonging to the standard category.
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Number of shares 152.277.450 152.277.450
Nominal value per share (lei) 0,32 0,32
Price at the end of the period (lei) *) 3,28 5,00
Stock exchange capitalization (lei) 499 .470.036 761.387.250
Maximum price (lei)*) 5,70 5,08
Minimum price (lei) *) 3,00 4,78
Result per share (lei) 0,142 0,108

*) source: Monthly bulletin issued by the Bucharest Stock Exchange

Monthly evolution of reference price of Aerostar ARS shares in the first quarter of
2021 in comparison with the first quarter of 2020 (lei/share):

—e—Year 2021 —e—Year 2020
6
5.35 5.40
4.60
4 4.12
4.28 4.10
4.12 328
2
0
price on 01.01. price on 31.01. price on 28/29.02 price on 31.03.

The company observes the evolution of the ARS shares on the Bucharest Stock
Exchange without interfering to these developments in its activities.

During the first quarter of 2021 there was no programme for purchasing own shares.

During the first quarter of 2021, the company Aerostar did not issue bonds or other
similar securities.

In the first quarter of 2021 there was no subscription of new shares or issue of
participation certificates, convertible bonds, options or similar rights.
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Important events in the first quarter

0 On 26 February 2021, AEROSTAR presented the preliminary financial
results of the year 2020 in accordance with the applicable legal regulations.

O On 15 March 2021 was published the current Report of Convening the
Ordinary General Meeting of Shareholders for 21 April 2021 in accordance
with the applicable legal regulations. The convening note, agenda, draft
decisions, the materials subject to OGM’s approval and the forms requested
by AEROSTAR were posted on the company’s website www.aerostar.ro at
the section Investors Relations.

O On 31 March 2021, AEROSTAR received from the National Military
Authority the certificate regarding the authorization for designing the
modifications and repairs for aircraft owned by the Romanian state, according
to the RMAR 21J requirements. The RMAR requirements (Romanian
Military Airworthiness Requirements) regard the certification of the
Romanian State-owned aircraft and of the products, parts and related
equipment, as well as the certification of design and production, maintenance
and maintenance training organizations.

Health events for company employees

O On 15 January 2021, Aerostar’s management issued a press release
regarding the possibility and necessity to vaccinate both the employees and
their families. The Covid-19 vaccination represents a sustainable way of
fighting this pandemic.

In the context of the crisis caused by the Covid 19, AEROSTAR focused, first
of all, on ensuring the health and safety of employees and it has taken all
necessary measures so that its activity is carried out safely.

External events of interest

O On 1st January 2021 the trade and cooperation agreement between EU and
UK has professionally entered into force, and it provides zero tariffs and zero
quotas for all trades with UE and UK goods, which comply with the relevant
rules of origin. Even with the new agrement in force, the businesses will face
new barriers to trade, which will result in cost increase and it will impose
adjustments of the supply chains which are EU-UK integrated.

9 Aerostar S.A
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0 Global vaccinations

The release of vaccines, at a global level, in different stages, led to different
results in terms of fully-vaccinated population share and rates of infection.
Certain areas are close to the zero infection rate status, while others, with a
high epidemiological risk, impose restriction measures for travelling and
quarantine, as a result of the new strains of Covid-19.

Several governments have proposed that the vaccinated persons be exempt
from the travelling and quarantine restrictions.

COVID-19 pandemic and aerospatial economic recovery

In addition to its serious impact on public health, Covid-19 is still causing
unprecedented disturbances in the economy and in the company, at a global
level, cancelling jobs and removing livelihoods worldwide. The aviation
industry and the industries supporing air travelling are directly affected.

The lack of air connectivity requires economic recovery, and in 2021,
according to IATA, the financial performances will vary, compared to 2020,
depending on region.

Therefore, the regions with large domestic market for travelling and with a
rapid launch of vaccines, will have a better economic re-launch.

From this point of view, North America is expected to be the most performant
concerning the recovery of the operating losses, in all regions, with support
for recovery on the large domestic market from USA and the rapid launch of
vaccines.

On the other hand, Europe is expected to have the slowest operational
financial performance, due to the slower vaccination process and the reduced
international travels resulted from the restrictions.

In Asia-Pacific, the large domestic markets for travelling, such as China and
Australia, will benefit from the re-launch, but the revenue recovery will be
hampered by restrictions on virus control.

Therefore, the global recovery is gaining momentum but remains unequal, and
the international traffic will recover within a longer period of time than
expected.

The major companies announce various measures designed to maintain their
organizations:

Safran — on-going restructuring actions, reduced working hours, R&D
expenses in accordance with the economies made during the financial year
2020.

Aerostar S.A
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Airbus — actions to reorganize its structure in Europe by bringing together
administrative activities, simplifying governance and interface in a new
industrial configuration.

Overview

The travelling companies and the global aviation industry are reducing their
costs, but the revenues continue to drop, along with the travelling restrictions
and quarantine applied. This amplifies the risk at the workplaces in this field.
To maintain the viability of the industrial companies, more emergency aid will
be needed from the governments if the restrictions cannot be lifted.

Events after the reporting date

11
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On 21 April 2021, the Extraordinary General Meeting and Ordinary General
Meeting of the Shareholders took place in accordance with the applicable
legal regulations. The quorum was fulfilled in percentage of 87,7737%.

In the Ordinary General Meeting of the Shareholders of 21 April 2021,
Aerostar’s shareholders approved:

The distribution of the net profit related to the financial year 2020 as
follows:

distributions to the legal reserve of the reinvested profit: 12.081.875,81 lei;
distribution to reserves in the amount of: 8.087.380,00 lei;
distribution as dividends of the amount of: 18.273.294,50 lei;

Establishing a gross dividend per share of 0,12 lei, corresponding to a share
with the nominal value of 0,32 lei;

Payment of dividends related to the financial year 2020, made on 22 June
2021. The distribution of the dividends due to Aerostar shareholders related
to 2020 will be performed in accordance with the applicable legal regulations.
Concluding the financial audit contract with BDO Audit SRL for a miminum
period of 3 (three) years, with the possibility of extension by supplementary
agreement approved by the Company’s Board of Directors.

On 28 April the negociations of the collective labor agremeent for 2021-
2022 between Aerostar Administration and the Employees’ Committee were
initiated.

Aerostar S.A
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Business model

The company Aerostar continues to act firmly to ensure the sustainability of its
business and keep the production capabilities unaffected, given the impact of the
Covid-19 pandemic and it focuses on ensuring the health and safety of employees.
The company policy is focused on continuous development and achieving its
strategic objectives.

AEROSTAR actions on the market as an independent company, in full compliance
with national and international applicable law.

AEROSTAR business focuses on increasing performance through continuous
improvement and professional development of employees in a spirit of integrity,
innovation and initiative. The development of the competitiveness and productivity
are the co-ordinates by which the employees develop the successful business model
culture from the productive economy. AEROSTAR focuses on meeting the
requirements and expectations of its customers, by acting for continuous
improvement on all levels.

The production activities are conducted based on commercial agreements completed
with the customers, being integrators and/or users/end users from the aeronautical
and defence industry.

The management adopted model based on the systemic-process approach and on a
RISK-based mentality.

The business model of the company was not modified in the context of the Covid-
19 pandemic conditions, but the manner in which the activities were carried out has
been adapted according to the specific nature of the business flows.
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AEROSTAR business

During the 1% quarter, the impact of the crisis has been felt differently on the three
business lines.

Sales in the 1st quarter

The turnover obtained in the first quarter was 91.719 thousand lei. Aerostar sold
products and services on the domestic market in the amount of 33.594 thousand lei,
and on the foreign market in the amount of 58.124 thousand lei.

Approximately 63% of the sales represent export sales. The foreign customers are
located in various places, but on the foreign export market, as a representative
percentage for Aerostar, it is represented by the European market.

Canada
0.67%
Europe
42.52% Asia
17.27%
Africa
2.91%

Compared with the same period of 2020, the percentage of export sales was affected
in Europe and Canada, but increases were registered in the sales percentage on the
Romanian and Asian market.

In Europe we provide maintenance services for civil aviation, aviation products
(landing gear systems, mechanical parts, assemblies and subassemblies), electronic
equipment and ground equipment.

In Asia and Africa, we provide maintenance services for civil aviation and in Canada
we supply aviation products.
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In Romania we provide repair services for military aircraft and repairs of parts and
electronic components for military aircraft, upgrades, integrations and maintenance
for military aviation systems, repair services for systems, launchers and civil
aviation products.

The comparative evolution as percentage of total sales in Aerostar’s market sales is

presented below:

80.00% 75.87%
70.00%
60.00%
B 3 months 2021 3 months 2020
50.00% 42.52%
40.00% 36-63%
30.00%
20.00% e
8.98% 10.17%
10.00% I 2.91% 5 230, 0.6 2.75%
0.00% — —
Romania Eurone Asia Africa Canada

The comparative evolution of the sales of products and services is presented
below:

60,000 57,748
50,000
B 3 months 2021 = 3 months 2020
40,000
33,891
30,000 27,322 2894 28,003
20,000
10,341
10,000
2,503 2,896
[
manufacturing of  MRO civil aviation  defence systems other products and
aviation products (aero, ground, naval) services
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Investments in the 1st quarter

The total value of the budget expense forecasted for the investments planned in 2021
1s 7.156.171 lei.

The expenses registered in the 15 quarter 2021 are in the amount of 1.201.595 lei.
The percentage of the investment expenditure is represented below:

3% 3%

22%
Technological equipment
m Constructions

2% Measuring, control and adjustment

instruments and installations
Others

The highest percentage, representing 71,83% from the investment expenditure
realised in the first quarter, in the amount of 863.128 lei, was realised for the
acquisition of technological equipment. This is performant equipment, with low
consumption of energy and minimal impact on environment and with increased
productivity.

As for the intangible assets, expenditure was incurred to update the sofware licences
and to develop the current production management application.

The summary statement of the investment expenditure on categores of tangible
assets has the following structure:

Constructions 270.803 22,54
Tangible | Technological equipment 863.128 71,83
assets Measuring, control and adjustment devices and
installations 33.210 2,76
Intangible
assets 34,455 2,87
Total 1.201.596 100%
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The investments made by purchasing modern state-of-the-art equipment are aimed
at increasing the capacities and diversifying the services and ensuring a continuous,
sustainable development as well as a safe and attractive work environment, while
observing the environment directives and preparing the performance of the future
generations.

Business environment and organizational context

AEROSTAR operates on the global market of products and services in the
aeronautical and defence industry. The global aerospace industry is strongly affected
by the pandemic, both commercially and industrially.

The impact generated by the risks of infection with Covid-19 on all aspects of the
economic and social life, as well as the unprecedented changes generated thereby
require a preventive management, proactive in relation with all the organizational
components and functions.

In order to understand the organizational context, to determine the external and
internal aspects, as well as to identify all interested parties, the guidelines of the
international standard ISO 9001 were used.

The relevant external and internal aspects that were identified are the ones that can
affect the fulfilment of the strategic mission and objectives and AEROSTAR’s
ability to achieve the intended results of its management system.

The interested parties were identified based on the impact their requirements might
have on AEROSTAR’S ability to reach its objectives as well as on its capacity to
meet the Customer’s requirements and the applicable regulations.

The elements of the risk-related management philosophy are based on understanding
AEROSTAR as an organization and the context in which it operates.

The general framework for risk management is based on understanding the
necessities and expectations of the parties interested in getting the organization’s
expected results.

The risks are understood as uncertainties to meet the interested parties’ requirements,
due to the effect of some factors resulting from the context in which the organization
operates.
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The aspects identified as pertaining to the external context of the AEROSTAR
organization are political, economic, social, technical, legal and environmental.

The aspects identified as pertaining to the internal context of the AEROSTAR
organization fall under the categories: human resources, infrastructure, capabilities
and authorizations, in the governance area but also the performances of the
organization.

The following relevant interested parties were identified: customers, employees,
investors, relevant technical and statutory authorities, certification bodies, suppliers,
educational institutions, trade unions’ organizations, local community and
government.

17 Aerostar S.A



Quarterly Report 31.03.2021
Business lines

Aerostar’s income is generated preponderantly from its main business. Aerostar has
a distinctive mark in the aviation industry, as a significant supplier in global
manufacturing programs, as well as in the field of industrial maintenance for
commercial aircraft.

In the category of aero, ground and naval defence systems Aerostar is first of all a
first-rate supplier for the National Ministry of Romania.

The diversified portfolio of programs and services continues to offer important
stability during this period of time.

Manufacture of aeronautical products

The equipment, assemblies and parts produced by Aerostar are included on a large
number of commercial aircraft: Airbus A320, A321, A330, A350, Boeing B737,
B787,B767, Gulfstream G650, Dassault F7X and Bombardier Challenger series 600
and Global series 5000/6000.

In the Airbus supply chain, Aerostar fills currently the position of Tier 2 airframe
subsupplier and Tier 1 strategic supplier of SAFRAN Landing Systems for
subassemblies, hydraulic systems and actuating cylinders, landing gears for several
aircraft programs for Airbus, Boeing, Dassault or Gulfstream.

The reduced demand of new aircraft has a strong impact on the worldwide aviation
manufacturing chains.

Aerostar had to reduce production and deliveries and to pay increased attention to
maintaining the capabilities, i.e. machinery, production lines, personnel and
qualifications so as to be able to benefit from the economic recovery period.

The restructured production or diminished delivery rates for the main programs in
which Aerostar has a significant exposure affects the production management. These
aspects are tied to the ongoing capabilities, authorization and certifications, skills
and key personnel, production in stock and the necessary economic balances.

In light of the reduced production volume caused by the pandemic, particular
attention was given to the low-volume programs and the process of attracting new
customers continued.
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MRO Civil Aviation

Aerostar has a significant effect in terms of business volume on the field of MRO
civil aviation, being the main independent supplier of base and heavy maintenance
services in Romania and in this geographical area for the commercial aircraft in the
Airbus 320 and Boeing 737 family.

Starting with the Part 145 authorization from the RoCAA, a full member of the
European Aviation Safety Agency (EASA), Aerostar’s maintenance base has
strengthened and consolidated its market position and received a wide range of
approvals from the civil aviation authorities of several countries outside the
European Union, including from the American FAA.

The EASA certificate of authorization as a Part 21J Design Organization approved
for repair and minor modification projects for large civil aircraft is aimed at
increasing the added value for our customers.

The experience gathered in heavy maintenance is the base for the development of
the civil aviation maintenance Centre Part 145 in Iasi.

As a consequence of the reduced air transport activities, notifications were received
from several airliners to cancel the scheduled maintenance work on their aircraft
Boeing 737 and Airbus A320.
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Defence Systems

In the defence systems category, AEROSTAR is an active player in the military and
defence upgrading, integration and system maintenance, further focusing on those
types of platforms for which it has proven experience in traditional programmes and
also in new upgrading or integration programmes: military aircraft, launcher systems
and primary and secondary radar systems.

AEROSTAR is part of the national defence industry in accordance with the law
232/2016, having the status of authorized economic operator registered in the
Unique Register of economic operators and production capacities and/or defence
services. Under the afore-mentioned law, in December 2018, the Romanian
Government designated AEROSTAR as the Maintenance Centre for the F-16
aircraft in the inventory of the Romanian army.

AEROSTAR initiated the investments for setting up the necessary capabilities. The
F-16 aircraft maintenance center is developed progressively by assigning and
training the personnel, the manufacture and purchasing of test benches and fixtures
and by setting up the specific maintenance infrastructure, while the first F-16 aircraft
in RoAF inventory will arrive for maintenance work at Aerostar this year.

Market position in the field of the primary and secondary radar systems and
launching systems

AEROSTAR has steadily developed the capabilities needed to consolidate its
supplier status and expertise in the field of launching systems, platforms and
components for launching and firing command & control, manufacture of launchers,
maintenance and logistic support, upgrades.

AEROSTAR is part of Raytheon’s global supply chain as an authorized supplier for
the Patriot systems and takes steps in order to develop and consolidate this position.
Aerostar has entered the Preferred Supplier List (PSL) and is authorized to take part
in RAYTHEON programmes and deliver parts manufactured at Aerostar.

Aerostar is the only company in Romania which has developed repair and upgrade
technologies for primary and secondary radar systems, IFF type identification
systems and holds its own infrastructure and capacities necessary to carry out these
activities.
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Business percentages in total sales for 1-st Quarter

The business percentages in total sales for 1% Quarter, for the business lines of
AEROSTAR is represented in the diagram below:

274}

i

|L5%I | 37.0%[

W Manufacturing of civil aviation
®MRO civil aviation |z0.8%

M Defence systems (aero, ground, nav