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CURRENT STATE OF AFFAIRS OF
UKROBORONPROM
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BUT 21 of them are in TOT and Crimea, 83
are financially unstable and 15 are bankrupt

BUT revenue per employee is 20
times lower than in the industry in
the world

BUT on consolidation the number amounts
to UAH 25 bin

BUT TOP 10 generate 98% of EBITDA and 35
are lossmaking with 4,8 UAH bin debts

BUT have fallen twice since 2013

BUT 50%+ are surplus assets

BUT it is not a corporation,
But a quasi-ministry
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Revenue by areas 2019 (UAH blin) * Distribution of revenue by size of enterprises, 2019 year
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STABILISATION THROUGH

CORPORATIZATION

— > Implementation of corporate
governance according to OECD
standards

— - -» Corporatization of enterprises

— --» Drafting the development strategy
2030

Transfer of non-core assets to
> Defense Recovery Fund

—..p Cleaning old problems (Debt relief,
disposing problematic assets,
bankruptcies)

STAGES OF CORPORATE TRANSFORMATIONS
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2021 - 2022

CONSOLIDATION

--» Consolidation, restructuring and

recovery of defense assets

--» Launching OECD standards in sectoral

business units

> Creation of sectoral business units

> Structuring centralized corporate

functions

--» Comprehensive production

modernization

--» Consolidated reporting and resources

Attracting foreign investors and creation
--p of joint ventures
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GROWTH AND
INNOVATIONS

> Development of new products and

services in prospective directions

--» Attracting foreign capital
--» International cooperation
--» Digital transformation and innovations

--» Building new plants and reconstruction

of production facilities



TRIAGE-ANALYSIS =
PROCESS \k’)

PRELIMINARY RESULTS OF TRIAGE INDICATE THAT ONLY A LIMITED NUMBER OF ENTERPRISES
HAVE THE POTENTIAL FOR COMPETITION IN THE FUTURE

TRIAGE ANALYSIS HAS DEFINED ENTERPRISES WITH THE
HIGHEST POTENTIAL

FOR DEVELOPMENT OF UKRAINIAN DEFENSE INDUSTRY
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ENTERPRISES DEVELOPMENT GROUP RESTRUCTURING GROUP
are managed by UOP With high potential and Requires transferring of
possibilities to create a production capacity, financial
competitive product rehabilitation and reorganization
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CRIMEA / OCCUPIED SPFU/SSAU
transfer to the Transfer to State Property
authorized body Fund of Ukraine and State
Space Agency of Ukraine
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STRUCTURE (2023+) l

CORPORATE CENTRE

SUPERVISORY BOARD
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Features of Corporate Centre: Features of sectoral business units:
* Implemented corporate governance with an independent Supervisory Board, e Autonomous sectoral business units, that hold the mandate for carrying out
that eliminates political influence and creates conditions for risk control and for sectoral strategy, approved by Corporate Centre
strategy realization supervision ¢ Implemented corporate governance eliminates the risk of political influence,
*  Focus on maximizing added value through effective capital utilization and creates long-term stability and possibilities for supervision over sectoral business
implementation of property policy, approved by owner units’ management effectiveness
* Focus on (1) attraction of debt/share capital and international partners, (2) ¢ Complete focus on operational excellence and responsibility for product quality,
supporting relations with investors and government authorities, (3) production times, costs etc.
redistribution of spare resources, investment and creation of new products, (4) * Independent decision-making within the approved limits, balanced by
marketing development and export sales increase responsibility for financial outcomes



TARGET CORPORATE GOVERNANCE

MODEL

OWNER

SUPERVISION

Provides
capital

v
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EXECUTION
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People of Ukraine

!

Appoint and dismiss

|

Represent the interests

(via Parliament) and report to

Cabinet of Ministers of Ukraine

e A~
Elects and dismisses

Represents the interests
and reports to

I

Supervisory Board e

Advise and supervise
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Transparent
rep?rting

Corporate Centre
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Sectoral Corporations

Defense Companies
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Mechanisms to ensure the ultimate benefit of the owner:

Accountability via full disclosure and transparency

Absence of tangible shares (measured value) held by Ukroboronprom SC
No mechanisms to participate in decision-making (e.g. without general
shareholder meetings

//
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Depoliticized decision-making: )
*  Acts as general shareholder meeting, clear ownership function
Articulates expectations from owning Ukroboronprom SC. Conflict as policy maker
and owner is minimized via collegiality

Elects and dismisses Supervisory board members.
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Independent and effective Supervisory board:

* Elects and appoints Director General of CC

Monitors its performance and approves annual financial plan
Ensures integrity of financial reporting system

Ensures effectiveness of internal control system

Sets the remuneration for management
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Value management:
* Raising capital, Strategy, Security, Relations with the State, Corporate Governance
Exercises the owner function towards sectoral business units

Strategic focus:
* Develops and implements the strategy, approved by the Supervisory board
Consolidated sales and marketing
Does coordination, planning and monitors performance
Scientific and technological development, ensures sectoral cooperation
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‘ YOUR RELIABLE PARTNER IN THE
kk WORLD OF DEFENCE

36 Dehtiarivska Str., Kyiv, 04119, Ukraine
KRUBORONFROM  swwsees

kanc@ukroboronprom.com / www.ukroboronprom.com

Ukrainian Defence Industry
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