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KEY FIGURES

2013 2014 Change
Hot metal purchase in kt* 1744 2018 + 157 %
Crude steel production in kt 2023 2 345 + 159 %
Total production of heavy plate in kt 1 660 1820 + 9.6%
of which produced in Dillingeninkt 1114 1258 + 129 %
of which produced in Dunkerque in kt 546 562 + 29%
Total shipment in kt 2 291 244 + 6.5%
of which heavy plate in kt 1677 1767 + 54%
of which semi-finished product in kt 614 674 + 9.8%
Sales by country in millions of €
Germany 608 640
France 408 347
Other EU countries 433 384
Other exports 367 501
Total sales 1816 1872 + 31%
Total workforce
(excluding trainees) as of 31 Dec. 5291 5048
Personnel expenses in millions of € 372 317
Balance sheet total in millions of € 2872 2962
Fixed assets in millions of € 1894 1967
Investments 231 140
Shareholders' equity in millions of € 1747 1812
EBITDA in millions of € 3 237
EBIT in millions of € - 53 183
Earnings from ordinary activities
in millions of € - 87 141
Net result before profit transfer
in millions of € - 9 139
Cash flow from operations
in millions of € 70 113

* Total production ROGESA Roheisengesellschaft Saar mbH: 4 383 kt (2013: 3 945 kt)
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REPORT OF THE BOARD
OF MANAGEMENT (abridged)

The core business of Aktien-Gesellschaft der Dillinger Huttenwerke, in the following
referred to as Dillinger Hutte (DH), is the manufacture and sale of heavy plate in the
form of normal and pipe plate. This is accompanied by the activities of an integrated
steel plant, including the production of coke and hot metal through the subsidiaries
Zentralkokerei Saar GmbH (ZKS), Dillingen/Saar, and ROGESA Roheisengesellschaft Saar
mbH (ROGESA), Dillingen/Saar, both jointly held with Saarstahl AG (SAG), Vélklingen, or
the production of liquid steel and semifinished products. In downstream stages, trading,
flame-cutting and treatment businesses offer additional services and customized solu-
tions in sales, in the processing of heavy plate and in other steel products. Moreover,
the wholly owned DH subsidiary Steelwind Nordenham GmbH opened during the 2014
financial year. This plant will produce monopiles for the offshore wind market.

SHS - Stahl-Holding-Saar GmbH & Co. KGaA (SHS) is the direct and indirect majority
shareholder of Dillinger Hutte as well as of its affiliated company in Saarland, Saarstahl
AG. SHS is the wholly owned subsidiary of Montan-Stiftung-Saar, and the two companies
cooperate closely under its umbrella.

Overall economic and sector-related conditions

Sluggish growth of the global economy

Despite positive underlying economic dynamism, worldwide economic growth devel-
oped more sluggishly than expected in 2014 at a rate of 3.3 %, and stagnated at the
level of the previous year. World trade increased slightly to 3.8 % (previous year: 3 %) *.
Overall, economic conditions in the individual regions developed very heterogeneously:
while impetus came primarily from the United States (2.2 %), recovery stalled in the EU
(1.4 %) and Japan (0.9 %). The mild slowdown in growth of the Chinese economy con-
tinued with 7.4% (2013: 7.7 %). In addition, many emerging markets are undergoing
a marked period of weakness, especially Russia (0.2 %) and large portions of South
America. The world economy is consequently far from experiencing a rebound that is
borne by all regions.

Slight economic recovery in Europe

In the EU, more significant growth was noted in 2014, at 1.4 % (previous year: 0.2 %).
Contributing to this was robust growth in the United Kingdom (3.2 %) and Poland (3.2 %)
as well as continued recovery in peripheral countries: Greece (0.6 %), Spain (1.3 %), Portu-
gal (1.0 %) and Ireland (3.6 %). On the other hand, growth in the core of the euro zone
was sluggish. Italy posted a - 0.2 % decline in gross domestic product (previous year:
- 1.9 %), and economic performance in France stagnated at 0.4 % (previous year: 0.3 %).

The German economy experienced a weak phase at the end of 2014. Gross domestic
product failed to grow after spring. Indeed, investment in equipment and machinery

* International Monetary Fund, World Economic Outlook Update, October 2014
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fell considerably. For the first time in three years, economic performance in Germany
(+ 1.4 %) grew in 2014 at a rate above 1 % (previous year: + 0.5 %), but this growth
remained considerably below expectations.

Worldwide steel market: little vitality

The worldwide steel market was characterized in 2014 by weak growth compared to
the previous year: No significant growth was posted in either worldwide crude steel
production, which increased by only about 1 % to 1.69 billion tons, or in apparent steel
consumption (+ 2 %). The continued expansion of production capacities led to global
utilization of capacities being under the 80 % mark for the third consecutive year. With
the exception of South Korea, no major steel producing country was able to noticeably
expand its crude steel production; important emerging market countries like Brazil,
Russia and Turkey experienced declines in production. Two countervailing developments
were noted: The rate of growth in China diminished sharply; in comparison to 2013,
only very slight rates of increase were achieved in both crude steel production and steel
consumption. In contrast, the United States was able to break away from the downward
trend of the previous year.

Change in % compared to previous year 2013 2014
Crude steel production World 53 1.2
China 1.5 0.9
USA - 20 1.7
EU 28 - 13 1.7
Apparent steel consumption World 3.8 2.0
China 6.1 0.6
USA - 03 11.7
EU 28 - 0.2 2.6

Growth rate for crude steel production and apparent steel consumption in individual world regions
(Source: Worldsteel, German Steel Industry Federation)

European steel market characterized by overcapacities

Growth in the steel processing sectors of the EU 28 - an important sales market for
Dillinger Hiitte - amounted to 2.3 % compared to the previous year, and apparent steel
consumption increased by approx. 4 % to around 146 million tons.* However, compari-
son with the strong years of the past, such as in 2007 when apparent steel consumption
comprised almost 200 million tons, indicates that the market is still contracted. For this
reason there continues to be a large gap between production capacity and demand.
There has been no sustained reduction in capacity that could bring supply and demand
into balance. Despite the more favorable growth in volume compared to the previous
year, there continued to be pressure on the price side.

* Measured against Eurofer’s Steel Weighted Industrial Production Index (SWIP)
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Demand for steel on the German steel market recovered in 2014, which
led to a slight 1 % increase in crude steel production to 43.0 million tons.
Although utilization of capacities reached a high 86 % in an international
comparison, it remained under the long-term average of 89 %. Altogether,
steel processing firms in Germany grew a moderate 2 % in 2014 with
development in the various sectors being uneven. Growth drivers were
above all the automotive and construction industries, which increased
their production by 4 % and 3 % respectively, while the expansion of pro-
duction in machine manufacturing was quite weak (+ 1 %).

Challenges continue in development of the heavy plate market
| | |
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Change in imports of Chinese heavy plate
into the EU (28)
(Source: German Steel Industry Federation)
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With the disappointing development of worldwide steel markets, the
14 14 modestly positive expectations harbored for the heavy plate market at
the end of 2013 also failed to be fulfilled. The Asian market in particular

was marked by significant overcapacities as well as weak development in the segment
with the highest consumption of heavy plate, ship building. Considerably slower growth
of domestic demand in Asia compared to earlier years led here to rising export volumes
and intensified price pressures worldwide. This trend has also been observed in recent
years in the premium quality segment as a whole, such as for quenched and tempered
plate or thick plate. In the United States, on the other hand, demand developed more
favorably - driven by lower energy prices, stronger industrial investment and a pick up in
construction activity — with a correspondingly positive influence on price development.

Apparent market consumption in Europe increased from the previous year by around
3 %, with the demand increasingly being serviced through imports. Although the nearly
70 % average utilization of capacities at Eurofer heavy plate steel plants was somewhat
higher than the previous year, it was not enough to have a lasting positive impact on
the price for heavy plate. Instead, declining raw material costs and a sharp increase in
imports from third countries brought intensified price pressures, whereby price increases
that had been realized in the interim had to be rescinded during the course of the year.

While few large projects in steel construction or boiler and pressure vessel construction
were lined up for tendering, the classic offshore oil and gas market as well as heavy
machine manufacturing proceeded at a satisfactory level. In contrast, expectations for
an improvement in the order situation compared to 2013 in the European offshore wind
power sector remained unfulfilled. Activity in the construction machinery sector as well
as that of steel distributors was at a similarly modest level. Stock inventories were
adjusted to the fairly sluggish demand throughout the entire year.
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Business trend for Dillinger Hiitte

Dillinger Hutte posted high incoming orders at the start of and throughout much of the
2014 financial year. After some time lag, this led, beginning at the end of the first quarter,
to more consistent and higher utilization of production facility capacities than in the
previous year. Under problematic market conditions, particularly in the European steel
market, the company was able to increase its production and sales volumes compared
to the previous year so that the financial year concluded with a profit. The restructuring
and cost-reduction program DH 2014 plus contributed decisively to this. Investments in
the optimization and modernization of technical equipment were continued according
to plan.

Good utilization of production plant capacities
Despite worldwide overcapacities, Dillinger Hitte was able in

2500 T 5110 2014 to book a high number of orders - particularly project-
2000 1 1882 [ 1820 related orders - in individual customer segments. This allowed
666 685 1660 production to nearly reach the level of 2012 and 2010.

1500 | 562
546

1000 ion fi i
1216 s 1114 1258 Production figures were above the volumes of the previous year
500 4 in the primary stages (hot metal and steel production) as well as
at both rolling mills, i.e. at Dillinger Hitte itself as well as at

0 - .

2010 2011 2012 2013 2014 Dillinger France S.A. in Dunkerque. Purchases of hot metal mean-

[in Dillingen [Jin Dunkerque

Change in heavy plate production

while rose by 15.7 % to 2 018 kt (2013: 1 744 kt), and the produc-
tion of crude steel increased from the previous year by 15.9 % to
2 345 kt (2013:2 023 kt).

As in previous years, steel production levels satisfied the slab requirements for the roll-
ing mill in Dillingen as well as most of the requirements of Dillinger France. The produc-
tion of the rolling mills (1 820 kt) increased by a total of 9.6 % from the previous year
(2013: 1 660 kt), with 1 258 kt of heavy plate produced in Dillingen (2013: 1 114 kt) and
562 kt of heavy plate produced in Dunkerque (2013: 546 kt).

Earnings situation

Higher net sales due to higher sales volumes

Despite renewed declines in sales revenue in the heavy plate segment as a whole -
especially in the pipe plate segment — concurrent higher sales volumes led to the net
sales for 2014 exceeding that of the previous year’s sales. Heavy plate shipped increased
by 90 kt (+ 5.4 %) to 1 767 kt, whereby the moderate decline in normal plate was offset
by a considerable increase in the pipe plate segment. In addition, sales of semifinished
products exceeded the previous year’s volume by 60 kt (+ 9.8 %) and amounted to 674 kt.

Net sales increased against this backdrop from € 1 816 million in the previous year to
€ 1 872 million (+ 3.1 %). Distribution of the net sales by geographic market shows that,
with a somewhat higher revenue amount domestically, the share outside the European
Union increased significantly; this is mostly project-related.
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Sharp improvement in earnings

T — — — — Dillinger Hutte achieved EBIT of € 183 million in the 2014 financial
T 247 ol 22 202 2.8 year (2013: - € 53 million) and EBITDA of € 237 million (2013: € 3
T | — — | | million). The sharp improvement in earnings compared to the previ-
T 134 169 222 23.9 205 ous year resulted from higher operational activity - combined with
N — — - a significant drop in material and personnel expenses — as well as
aF 23.0 2311 24.2 224 . . . .
1 185 from the consistent implementation of the restructuring and cost-
1 N L — — reduction program DH 2014 plus.
T 389 375 314 335 342
AL Material intensity decreased by 5.9 % compared to the previous
year, amounting to 66.8 %. The reasons for this are savings from DH
2010 2011 2012 2013 2014 . . . . .
2014 plus, reduced input prices and considerable dissolution of
[ Germany [ France . . .. - . .
: value adjustments in provisions at Dillinger Hutte itself as well as
[J Other EU countries [ Other

the production units ROGESA and ZKS.

Other operating revenue (€ 41 million) exceeded that of the previous year (€ 21 mil-
lion); this is almost completely attributable to currency gains and to revenue from
foreign exchange rates on the reporting date.

Personnel expenditures declined during the financial year despite negotiated pay
increases due primarily to special and one-off effects in the current and previous finan-
cial year by 14.8 % to € 317 million (2013:€ 372 million). Expenditures likewise declined
due to the lower number of employees as a consequence of workforce turnover that
resulted from structural reorganization within the SHS Group as well as from measures
in the restructuring and cost-reduction program. The ratio of personnel expenses to
total output in 2014 amounted to 16.5 % compared to 20.7 % in the previous year.

The depreciation and amortization of intangible and tangible fixed assets amounting to
€ 54 million were nearly equal to the previous year's level (€ 56 million). In all, other
operating expenses decreased by € 42 million, with administrative and general operat-
ing expenses remaining almost unchanged. Whereas the original sales-related expenses
in the year under review increased by € 5 million as a consequence of the rise in sales,
provisions carried over in the previous year for anticipated losses had a positive impact
on earnings in 2014, reducing total sales-related expenses by € 38 million.

A € 15 million reduction in dividend payouts and a € 12 million increase in expenses
from transferred losses were the primary factors leading to the - € 5 million in income
from participating interests. The write-down of financial investments amounting to € 13
million (2013:€ 16 million) concern a devaluation of investment securities due to antici-
pated continued loss of value. Interest expenditures from the discounting of long-term
provisions continued to be higher compared to the previous year, which reduced the
net interest income by € 11 million to - € 31 million.
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Earnings from ordinary activities increased overall
— 20 by € 228 million to € 141 million.

9.3% After deduction of taxes and compensatory pay-
10 ment to minority shareholders, net income for the
year, before profit transfer, amounted to € 139 mil-
lion (2013: € 90 million net loss for the year). After

o182 —BIZI L, allocations to earnings reserves amounting to € 65
“50 million, the profit transfer to the controlling com-
-100 — 2010 2011 2012 2013 2014 ==5 . .

pany, DHS - Dillinger Hutte Saarstahl AG, amounted
1 EBIT [ EBITDA © ROCE

Development of EBIT, EBITDA and ROCE

in millions of €

2499

to € 74 million.

This positive profit performance is also reflected in the most important key figures for
the structure of assets, liabilities and capital, as well as in the yield performance. The
return on capital employed (ROCE) during the year under review amounted to 9.3 %
(2013: - 2.6 %); return on sales (EBIT margin) amounted to 12.2 % (2013:- 3.7 %).

Financial status

Investment activity remains at a high level

Cash flow from operations amounted to € 113 million (previous year: € 70 million).
Meanwhile, cash flow from the annual results and write-downs in the amount of € 205
million (previous year: - € 18 million) were accompanied by significant cash outflows to
build up working capital in the amount of - € 102 million (2013:€ 136 million). The out-
flow of funds for investments in 2014 amounted to € 140 million (previous year: - € 231
million) and for financing, € 39 million (2013:- € 117 million), so that the cash and bank
equivalents declined overall from € 143 million by € 65 million to € 78 million.

Net asset position
Higher equity ratio

2500 — 2351 The balance sheet total increased from the previous year by € 90 million
2250 + [ to € 2 962 million. The net asset position, meanwhile, was primarily char-
2000 - 1% 1816 1872 acterized by the growth of fixed assets by € 73 million to € 1 967 million.
1;5)2 :: The primary grounds for this are the investments in tangible fixed assets
1250 4 undertaken in the year under review, which exceeded the scheduled
1000 depreciation. Current assets increased marginally by € 17 million to € 995
750 1 million. Provisions meanwhile rose by € 35 million and receivables and
zgg ::165 o 19 . other assets rose by € 47 million, while cash and bank equivalents
P 1 [ ] L = declined by € 65 million.
-250 - %0
L A AR B AR Shareholders' equity increased through allocations to revenue reserves
[INet result [Isales volume by € 65 million, and total borrowed capital by € 25 million. Accruals and

Sales and profit performance

provisions meanwhile were € 6 million below the previous year’s amount,
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and liabilities grew by € 31 million. Scheduled repayment of liabilities to banks in the

amount of € 39 million and lower advance payments received relating to the reporting
date (- € 16 million) are accompanied above all by higher liabilities to affiliated compa-
nies amounting to € 101 million, particularly from the profit transfer to the controlling
company, DHS - Dillinger Hutte Saarstahl AG. The equity ratio increased accordingly
from 60.8 % to 61.2 % in the year under review.

Key figures 2010 2011 2012 2013 2014

Capital intensity

Shareholders’ equity millions of € 1662 1742 1837 1747 1812

Total assets millions of € 2754 2723 2949 2872 2962
in % 60.3 64.0 62.3 60.8 61.2

Liquidation ratio for fixed assets

Shareholders’ equity millions of € 1662 1742 1837 1747 1812

Fixed assets millions of € 1531 1582 1734 1894 1967
in % 108.6 110.1 105.9 92.2 92.1

Debts

Long-term bank liabilities millions of € 123 152 231 211 172

Shareholders’ equity millions of € 1662 1742 1837 1747 1812
in % 7.4 8.7 12.6 12.1 9.5

EBIT margin

EBIT millions of € 158 163 209 53 183

Sales DH-products millions of € 1484 1926 1881 1449 1505
in % 10.6 8.5 1.1 3.7 12.2

EBITDA margin

EBITDA millions of € 214 220 266 3 237

Sales DH-products millions of € 1484 1926 1881 1449 1505
in % 14.4 11.4 14.1 0.2 15.7

Return on capital employed (ROCE)

EBIT millions of € 158 163 209 53 183

Shareholders’ equity, tax provisions,

liabilities subject to interest (average)  millions of € 1726 1840 1981 2013 1971
in % 9.2 8.9 10.6 2.6 9.3

Internal financing capability

Cash flow from operations millions of € 209 93 363 70 113

Net investment in tangible assets millions of € 74 95 171 193 140
in % 282.4 97.9 212.3 36.3 80.7

Expense structure in %

of total operating revenue

Material intensity in % 758 76.9 69.4 72.7 66.8

Personnel intensity in % 15.9 13.1 15.0 20.7 16.5

Gross yield from business property

(location-based)

Gross operating result millions of € 81 137 95 139 97

Gross business property millions of € 1016 1163 1399 1416 1546
in % 8.0 11.8 6.8 9.8 6.3

Key financial figures
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Sustainability

The efficiency and success of Dillinger Hitte are determined by its sustainable and
responsible behavior toward employees, the environment, the public and the region.
This is demonstrated not only by the company’s 329 years of existence as of this finan-
cial year but also by numerous focal issues and areas of activity contained in the follow-
ing sections of the management report. The sustainable corporate policy of Dillinger
Hatte is distinguished by:

responsible human resource efforts that aim for workplace safety and health

as well as high social standards,

internal company improvement processes that bring the principles of sustainability
and safe conduct to each workplace and each employee,

bundling competence and service in the interest of the customer’s sustainable
success through efficiently implementing unique and innovative projects,
safeguarding and enhancing Dillinger Hutte's technological leadership through
investing in new facilities and modernizing existing ones as well as through
developing innovative products and processes,

safeguarding know-how through knowledge transfer and strong traineeship
and in-service training programs,

continuous investment in research and development in order to manufacture
innovative products profitably while conserving resources,

procurement oriented on the security of supply and environmentally beneficial
modes of transport,

efficient activity that protects resources by using a multitude of environmental
protection measures for efficient use of energy, for the recycling of co-products
from steel production and for the reduction of emissions.

Dillinger Hutte also definitely continued to pursue its sustainability policy through the
restructuring and cost-cutting program DH 2014 plus, which kicked off in 2013, as well
as in the already adopted PRIMUS 16 strategy program.

Moreover, the very product that Dillinger Hiitte manufactures - steel - fulfills the princi-
ple of sustainability more explicitly than virtually any other: Steel is the most frequently
used industrial basis material and it contributes significantly, through a wide range of
applications, to protecting the environment and climate. No other material is produced
through a process that is as environmentally compatible as steel. At the end of their use-
ful lifetimes, products made from steel can be completely recycled as often as desired
and reintroduced into the economic cycle with virtually no waste or loss of quality.

Sustainable production of renewable energies from wind, water and the sun is in-
conceivable without steel. Innovative products made from steel such as wind power
plants or modern power stations save six times as much CO, as is produced during their
manufacture, according to a study by the Boston Consulting Group. The use of steel in
building construction - likewise an important customer segment for Dillinger Hutte - is
characterized by especially short installation times, which reduces to a minimum any
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negative impacts on the environment, such as from noise, dirt or traffic disruptions dur-
ing bridge construction. In structures subjected to high stresses, it is not uncommon for
material usage to be reduced by up to 50 % through the use of high-tensile steels, which
helps preserve valuable resources and protects the environment.

Employees

An important factor in the success of Dillinger Hutte, in addition to state-of-the-art
equipment and technologies, is the highly qualified employees who bring their know-
how, strong commitment and flexibility into their work for the company. Focal areas in
personnel work during the 2014 financial year included improving workplace safety,
effective health protection, developing young, skilled employees, and knowledge
management.

Number of employees reduced

A total of 5 048 people were employed at the Dillingen site at the end of the financial
year (31 Dec. 2013: 5 291). These employees worked at Dillinger Hutte itself, at ZKS, and
at ROGESA. In 2014, 10 employees were hired, with 5 of them being wage employees
and 5 salaried employees. In addition, 53 trainees were employed. On the other side of
the equation were age-related departures and staff turnover within the SHS Group due
to reorganization as well as the measures from the restructuring and cost-reduction pro-
gram, so that there were 243 fewer employees (- 4.6 %) compared to the previous year.
Another 2 317 people were employed at Dillinger Hitte’s subsidiaries and affiliated
companies (2013:2 323).

Focus on workplace safety

Safety and health-conscious working are high priorities at Dillinger Hutte. As a result, the
focus in 2014 remained primarily on the continuation of the plant-wide safety training
“Our safe shift” and the “Take care of yourself, life is beautiful” promotional campaign
for workplace safety, as well as on proven tools like regular “fifteen minutes for safety”
sessions, “behavior-focused safety dialogues,” accident investigations, and rounds of
plant inspections by the Board of Management. Dillinger Hutte also participated in “Steel
Safety Day’ organized by the “worldsteel” industry association. The workplace safety
figures for the year under review did not improve from the previous year’s: There were
a total of 60 accidents at Dillinger Hitte involving at least one day of absence from
work. The lost time injury frequency rate (LTIFR), or number of accidents involving one

day of lost time due to injury per 1 million hours worked, was 7.4.

Developing young, skilled employees

To counteract possible shortage of skilled workers as a consequence of demographic
change, Dillinger Hutte focuses on training its own young, skilled employees. A total of
65 young people began vocational training in the company during 2014 (2013:51). As a
result, the company employed a total of 206 trainees when all training class years are
included. In addition, 19 young people also started their careers at Dillinger Hitte
through technical college internships. For many years now, the company has also main-
tained partnerships with universities in order to support young academic talents. In
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2014, 37 students produced their graduation thesis in cooperation with Dillinger Hutte,
and 18 students began their cooperative degree program with the University of Applied
Sciences in Saarbriicken (HTW) as well as the University of Saarland (UdS). A total of
18 students are currently completing this practical course of study in the company.

Corporate social policy and responsibility

In addition to good retirement benefits, the responsible corporate policy at Dillinger
Huatte has traditionally included offering its employees a wide range of social services.
The commitment to helping employees balance work and family now includes two AWO
“Kleine Hittenbdren” child daycare facilities initiated and supported by Dillinger Hutte.
A total of 70 children can be cared for here - one more way the company is working to
meet its social responsibility to the region.

Improvement processes

Dillinger Hitte employs its GPS integrated planning and control program (“Ganzheit-
liche Planung und Steuerung”) to enhance and continuously improve the company. As
part of the process, the Board of Management assesses the state of the company each
autumn and provides a forecast of the challenges in the coming year. This assessment is
the basis for specifying company-wide focal issues and objectives, which are formulated
with measures in the annual development plan (JEP) and are monitored using the rele-
vant key figures. In 2014 these once again included improvement of workplace safety as
well as the issue of optimizing costs. Associated with this was the “DH 2014 plus” project
launched in late 2013, with which savings of € 145 million were realized.

The GPS system is supplemented by the DILLIGENZ continuous improvement process
(CIP), which focuses on the central concerns of the company. In 2014 the CIP system was
introduced in additional production and production-supporting plants along the value
chain. As a result, DILLIGENZ is now established in all phases starting with hot metal pro-
duction. In addition, DILLIGENZ is increasingly being employed in projects to optimize
processes in accordance with the principles of lean management, and greater emphasis
is being placed on the optimization of procedures with the help of employees.

In addition to GPS and DILLIGENZ, the company’s proDH idea management program also
provides cost and performance improvements as well as optimization of workplace qual-
ity and safety. A total of 452 improvement projects were submitted during the year under
review; precisely the same number of projects, 452, were evaluated and conclusively
decided. The net benefit of the projects for the year amounted to around € 3 million.

Buildings and reference projects

Engineers all over the world and in a wide range of industries rely on heavy plate steel
from Dillinger. Custom-tailored solutions for special and new tasks, a high and reliable
level of product quality, smooth processing of orders and a generally high level of ser-
vice — there are many things that make Dillinger Hltte more than just a supplier of steel:
we are a dependable partner for technically and economically ambitious projects.
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Ichthys: longest offshore pipeline in the southern hemisphere

Ichthys, at almost 900 km, the longest offshore pipeline in the southern hemisphere and
the third longest in the world, transports natural gas from the Ichthys gas field in the
Browse Basin of Northwest Australia to one of the world’s biggest LNG liquefaction
plants in Darwin. The Ichthys gas field is located at a water depth of 275 m. The pipes
with an outer diameter of 42 inches (1 067 mm) and wall thicknesses of 29.6 to 40.1 mm
are produced by EUROPIPE, a subsidiary in which Dillinger Hutte holds a 50 percent
share. Dillinger Hutte supplied 180 000 tons of steel for this special pipeline.

Dillinger plate for oil production in Norway

The oil field named for popular Norwegian pianist and composer Edvard Grieg was
discovered in 2007. With this oil field, located around 180 km west of the coast of
Stavanger, a completely new geological formation is being developed in Utsira High, a
relatively unexplored region in the Norwegian North Sea. The new oil platform has been
constructed in water that is 110 m deep, on a 134 m high steel construction known as a
“jacket.” The start of oil production is planned for 2015. Heavy plate from Dillingen is
playing an important role in the project: Dillinger Hiitte delivered around 24 000 tons
of thermomechanically rolled steels in thicknesses up to 101 mm for construction of
the platform and jacket.

Steel for a gigantic press:

for the first time, heavy plate steel with thicknesses exceeding 500 mm delivered

A leading manufacturer of heavy presses required plate with thicknesses exceeding a
massive 500 mm for a 50 000-ton closed-die forging press. With its pressing force equal to
more than 1 000 heavy trucks, this press is designed to shape aluminum components for
the aviation industry. The manufacture of such thick plate with dimensions specific to the
project required superlative effort in production. The thickest and most homogenous
input material was poured for the order in the Dillinger steel plant, enormous forces were
used to roll the plate to its finished dimensions, and the core of the plate was meanwhile
deformed as much as is possible with adapted pass plans. Consequently, heavy plate from
Dillinger Hutte provided a reliable basis for extremely heavy duty steel construction,
which allowed the partner to have confidence in the planning of this project.

Dan Tysk offshore wind farm: green energy from the German North Sea

With an area of 70 km?, or around 7 000 football fields, the Dan Tysk offshore wind farm
is one of the first large offshore wind farms in the German North Sea. With its 80 wind
power stations with 3.6 MW turbines, it can supply up to 400 000 households with
“green” electricity and thus reduce the burden on the environment by about 580 000
tons of CO,. Its enormous wind turbines stand on steel foundations anchored in water
depths of 21 to 31 m, located around 70 km west of the island of Sylt, on the border with
Denmark. The dimensions of its steel foundations - so-called monopiles - are gigantic:
6 m in diameter, up to 65 m in length and weighing up to 950 tons. Dillinger Hiitte deliv-
ered around 65 000 tons of primarily thermomechanically rolled heavy plate for these
monopiles, in thicknesses from 60 to 126 mm.
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In addition to the steel monopiles for the wind power stations, heavy plate steel from
Dillinger Hutte was also used for the 3 200-ton transformer station that was constructed
for the wind farm. This also primarily concerned thermomechanically rolled heavy plate
in thicknesses from 8 to 65 mm.

Dillinger steel for the Sylwin Alpha converter platform

The dimensions of the structures speak for themselves: 35 m high, 70 m long, 50 m wide
and up to 15 000 tons in weight. In other words: as high as a ten-story building and as
heavy as 25 fully fueled and loaded Airbus A 380s. Platforms like the Sylwin Alpha collect
the alternating current produced by wind farms in the North Sea, convert it to direct
current and then transmit it onshore via submarine transmission cables. Sylwin Alpha
will have the capacity to transmit 864 MW - roughly equal to that of a coal-fired power
plant — and will connect the Dan Tysk wind farm, among others, to the grid. This could
supply up to 1.5 million German households. Dillinger Hiitte delivered around 8 800 tons
of heavy plate for this project, in thicknesses from 25 to 150 mm.

Award-winning: the large Sundsvall Bridge in Sweden

With its unusual form with two curves, the 1420 m-long bridge located roughly 400 kilo-
meters north of Stockholm is a perfect example of state-of-the-art engineering. The road
bridge straddles the Sundsvall Fjord at the height of 33 m, with spans ranging from 88
to 170 m.The highly exacting production, assembly and logistics concept for the bridge
can be viewed as a milestone in modern bridge construction. Assembly of the up to 160 m
long and 2 500-ton bridge girders over the water with the use of cranes presented a
particular logistical and structural challenge to the steel construction engineers. It is no
surprise, therefore, that the bridge was honored in early 2015 with the “Ingenieurpreis
des Deutschen Stahlbaues” (engineering prize for German steel construction). Dillinger
Hatte delivered around 2 300 tons of heavy plate for this bridge project, in thicknesses
from 10 to 60 mm.

Al-Wasit project: Dillinger plate for demanding offshore technology

Saudi Arabia possesses almost one fifth of global oil reserves and the fifth-largest de-
posits of natural gas. As a result of growing local demand for, among others, electricity
production, seawater desalination and petrochemical processing, Saudi domestic con-
sumption has grown in recent years to more than one third of annual production, and
will continue to increase. The major oil companies have most recently put great effort
into developing new sources of gas. One of the biggest projects in history here is the Al-
Wasit offshore facility, which will tap the oil and gas reserves under the Arabian Gulf
with seven extraction wells. Up to now, around 13 000 tons of Dillinger steel have also
been used in the process, with thicknesses of up to 150 mm. Some of the steel features
especially high resistance to acidic media (H,S).
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Investments

Dillinger Hutte invests continuously in optimizing and modernizing its equipment and
processes in order to maintain its competitive edge in technology and thus safeguard
the company’s future as a worldwide manufacturer of premium quality heavy plate steel.
With an investment sum of € 140 million, the company’s investments for the financial
year continued to be at a high level (2013: € 193 million). Another € 19 million was
invested in both indirect subsidiaries, ROGESA and ZKS at the Dillingen site. Dillinger
Hutte bears half of these investment costs, in proportion to its shares in the companies
(see the “Most significant shareholdings of Dillinger Hitte” section).

The primary focus of investment in the steel plant during 2014 continued to be con-
struction of the new continuous casting machine CC 6 — a major project with which
Dillinger Hutte underscores its leadership in technology for manufacturing premium
continuously cast slabs for the most demanding heavy plate specifications. During the
year under review, all large components were assembled in both the area of the con-
tinuous casting machine and in the area of flame cutting and loading. The machine’s
framework was also completed and the hall facade has been installed; both the ladle
cars and crane equipment have almost been completed. In the periphery of the plant,
the focus was on completing and equipping the water management systems, finishing
the dust collection system and installing the media infrastructure. The last of the 16 new
steel casting ladles were turned over to the plant in December 2014.

After the successful startup of operation of the heat treatment plant in 2013, the new
quenching system was brought online in early 2014. In addition, a new flame-cutting
machine was ordered and installed. To increase the cutting capacity in the heat treat-
ment plant, a new combination flame-cutting system (plasma and oxyfuel) was ordered.
The foundation work for the system was already completed in 2014. Assembly and
startup of operation of the flame-cutting system itself started in early 2015.

In the rolling mill, refurbishment of the hot-plate straightener and of the double cut side
shears and slitting shears 1 was successfully completed during the year under review. In
addition, a new plate marking system was installed and began operation in the area of
the flat adjustment shop 1.

Research and development

Research and development (R & D), in which Dillinger Hiitte continuously invests, is an
important basis for innovation and thus for the future success of the company. Among
its tasks is the development of highly sophisticated steels with increasingly complex
properties and combinations of properties, along with sustained improvement of raw
materials and energy efficiency.

Production of hot metal and coke

In the area of hot metal and coke production, the primary focus in 2014 was on optimiz-
ing the use of raw materials as well as on improving the efficiency of systems and energy
use. As a result, numerous analyses were carried out in pilot plants as well as directly in
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the production plants. Implementation of the results of the analyses contributed signi-
ficantly to optimizing processes in the production of coke and hot metal. To boost the
efficiency of the plants while also improving emission protection, extensive measure-
ments and trials were carried out at the circular cooler for sintering plant 3 as well as at
the hot blast stoves of blast furnace 5. A fuzzy model-based predictive control was
developed and implemented for the hot blast stoves of blast furnace 4, which effectively
reduced the blast furnace gas required in the production of hot metal.

Other measures for process optimization included the introduction of an expert system
for more efficient furnace operation, which helps minimize disruptions in the process
flow and will ensure smoother blast furnace operation. The consumption of reducing
agents can be decreased as a result.

Steel production

The focus of steel plant research was on reducing resource intensity in converter metal-
lurgy. Moreover, the issue of Industry 4.0 was advanced in cooperation with the SMS
Group and the chair for artificial intelligence at the Technical University of Dortmund.
Here, an innovative, purely data-driven converter model based on modern data mining
methods promises to optimize process management, with improved predictive accuracy
of the infeed temperature already in the test phase.

Product development

The primary task of product development is to constantly expand the limits of the prop-
erties and dimensions as well as to consistently examine and improve existing concepts
for heavy plate production. Economic aspects play an important role in this process.
In 2014 the systematic application of special process routes made it possible to optimize
the heat treatment process while ensuring the same high quality. In addition, plate
design was successfully optimized further.

The enhancement of metallographic knowledge and material interrelations using state-
of-the-art and highly sophisticated microstructural research methods contributes deci-
sively to continuous advancement in product development. These methods include the
use of a scanning electron microscope along with the electron backscatter diffraction
(EBSD) method to examine the grain structure of the steel.

Procurement and transport of raw materials

The raw materials market and especially the ore market were characterized in 2014 by
large producers as well as smaller suppliers pushing new volumes into the market. On
the purchasing side, China continues to be the main player in the market. Despite the
Chinese government'’s repeated announcements of a desire to restrict steel production,
production of hot metal and the required raw material volumes increased steadily, which
largely determined demand in the raw materials markets. Ore imports in China reached
a scale of more than 900 million tons in the year under review, which equals roughly
two thirds of total worldwide seagoing iron ore trade. Between the years 2000 and
2011 alone, import volumes increased tenfold from around 70 million tons to nearly
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700 million tons. In contrast, the import volumes of coking coal to China fell from around
80 million tons per year to around 50 million tons per year.

Ore: prices declined sharply
The level of the IODEX (CFR China 62 % Fe) index for iron ore trading, which was still
high at the beginning of the year, fell by almost half by the end of the year.
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Fuels: prices still depressed

Prices on the coke and pulverized coal market fell slightly again in 2014. ROGESA was
able to cover its needs for pulverized coal at comparably favorable price conditions. With
respect to coking coal, ZKS profited from dropping prices through short-term deals.

Shipping: fluctuating cargo rates

Cargo rates continued to be highly volatile in 2014. After freight charges for the Tubarao/
Brazil - Rotterdam/Netherlands route registered their highest monthly average in three
years in December 2013, rates fell sharply by the end of 2014. While rates were rising, the
favorable freight charges contained in previously concluded long-term contracts could
be used for at least partial quantities to supply ROGESA and ZKS. As prices were falling,
the opportunities provided by the spot market were seized.

Successful supply strategy

For the supply of ROGESA and ZKS, contracts to minimize risk are concluded with vary-
ing durations and conditions and the volatile market situation is also consistently
exploited. In addition, the development of new sources for supplies and the use of new
products have had a positive effect. In both the ore segment and on the fuel side, addi-
tional diversification of the supplier structure created alternatives to the existing oligop-
olies.The supply of ROGESA and ZKS with ore, fuels and aggregate materials was ensured
at all times.
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Increased transport volumes at the Dillingen site

As a result of the higher utilization of plant capacities, transport volumes at the Dillingen
site also rose to 16.2 million tons, which was 10 % above the level of the previous year.
As in the previous year, environmentally sound railway and inland vessels were used to
transport a high 88 % of this volume.

SHS Logistics consolidates logistics activities

The wholly owned SHS subsidiary SHS Logistics GmbH continued its mission to con-
solidate the logistics activities of the SHS Group with the goal of leveraging additional
synergies in processes and costs, and consistently advanced the optimization measures,
benchmark methods and the shared use of transport methods initiated during the pre-
vious year.

For example, new logistics concepts were developed for Dillinger Hitte for deliveries to
central and southeastern Europe. This is also the case for future deliveries of wide plate
to the DH subsidiary Steelwind Nordenham.

Purchasing through SHS Services

SHS Services GmbH, likewise a wholly owned subsidiary of SHS, is an independent com-
pany that performs services for Dillinger Hutte, Saarstahl and other affiliated companies
in other purchasing (e.g. raw materials for steel plants such as alloys and refractory
material). Because the price increases expected and also announced for 2014 occurred
only in very limited cases (e.g. in all nickel raw materials), SHS Services was able to keep
purchasing costs constant during the year under review with large purchasing volumes
and a price level that was roughly the same.

Environmental protection and energy efficiency

In keeping with its corporate vision and environmental guidelines, Dillinger Hutte
consistently strives for sustainable and ecologically sound management and production.
Extensive investment in state-of-the-art technologies helps reduce environmental
impacts and continuously improves energy efficiency. From 2003 to 2014, almost € 500
million were invested at the Dillingen site in technical measures to improve environ-
mental protection. The focus of activities in the past financial year was on reducing and
monitoring emissions, conserving valuable resources and increasing energy efficiency at
the Dillingen steel plant.

Continuous monitoring of emissions

In 2014 the internal emissions measuring station at the Dillingen plant continuously
monitored 110 parameters for air quality control at 31 emission sources. Ongoing moni-
toring of water pollution control also continued, with the modernization and expansion
of the appropriate measurement technology.
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Improving air quality

In the past financial year, a multitude of measures aimed at preventing air pollution
were again implemented during refurbishment or new construction activities, helping to
maintain and improve air quality at the Dillingen site. Not least, implementation of the
Industrial Emissions Directive (IED) through German legislation led to expanded moni-
toring by official agencies as well as stricter limits on specific plants for those activities
covered by IED - which includes nearly all facilities at the Dillingen plant.

Noise control: noise inventory completed

An important focus of environmental protection activities in 2014 was once again the
sustainable reduction of noise emissions. As a result, new construction projects such as
the new plasma flame cutting machine in the heat treatment plant have been designed
to be integrated into the site’s general noise control concept. With the documentation of
all sources of noise at ROGESA's blast furnaces and sintering plant, the plant-wide noise
inventory has now been completed.

Blast furnace gas-fired power plant:

maximization of electricity production through optimal utilization of capacities

The blast furnace gas-fired power plant Gichtgaskraftwerk Dillingen GmbH & Co. KG
(GKW) combines optimum protection of the environment with maximum energy utiliza-
tion at the Dillingen site (see the “Shareholdings - ROGESA” section). The GKW plant has
an electric output of around 90 MW and a thermal output of 230 MW. By employing the
best systems technology currently available, up to 2 billion cubic meters of blast furnace
gas can be used annually to produce 570 million kWh of electricity and 400 000 tons
of steam or usable heat for consumers at the steel mill site. In 2014, the electricity self-
produced by Dillinger Hiitte, ZKS and ROGESA in the GKW gas power plant amounted
to around 550 GWh (2013: 490 GWh).

Most significant shareholdings

Zentralkokerei Saar GmbH, Dillingen

Aktien-Gesellschaft der Dillinger Huttenwerke and Saarstahl AG each hold an indirect
50 % interest in Zentralkokerei Saar GmbH. ZKS produces coke intended exclusively
for use in ROGESA's blast furnaces. Utilization of capacities at ZKS was consistently good
in 2014, so that coke production (1309 kt) increased by 1.7 % from the previous year
(1287 kt). ZKS is a company without employees. Personnel required for operation of
the coking plant are provided by Dillinger Hutte.

Investments at ZKS in 2014 amounted to € 6 million (2013: € 16 million). After a suc-
cessful test and optimization phase, the new stamping, charging and pushing machine
(SBA) 3 began operating during the year under review. Systems on the so-called “white
side” underwent additional renovation measures that primarily served to improve envi-
ronmental protection. These investments contribute significantly to securing the coke
supply at the site.
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Hot metal production by ROGESA for DH and SAG

ROGESA Roheisengesellschaft Saar mbH, Dillingen

ROGESA Roheisengesellschaft Saar mbH, in which Dillinger Hutte holds a 50 % interest
(indirect and direct), produces hot metal exclusively for its shareholders, Aktien-Gesell-
schaft der Dillinger Hittenwerke and Saarstahl AG. Operational management of ROGESA,
as a company without employees, lies in the hands of Dillinger Hutte.

Hot metal production in 2014 was carried out according to plan with the blast furnaces
4 and 5, and annual production, at 4 383 kt, was 11.1% higher than the previous year
(3 945 kt). During the year under review, 2 018 kt (previous year: 1 744 kt) was supplied
to Dillinger Hutte and 2 365 kt (previous year: 2 201 kt) went to Saarstahl.

After blast furnace 5 was shut down for roughly two and a half weeks during spring of
the previous year for a planned interim repair, both blast furnaces remained in produc-
tion throughout the year under review. To avoid bottlenecks in the delivery of refractory
material in particular, a basic package as well as additional procurements were arranged
in 2014 for the planned 4th relining of blast furnace 4 in 2016. The focus of the project
work was on coordinating operation of the sintering plant and blast furnaces as well as
on optimizing the properties of the mixture.

Along with STEAG New Energies GmbH (49.9 %) and VSE AG (25.2 %), ROGESA holds a
24.9 % stake in Gichtgaskraftwerk Dillingen GmbH & Co. KG, which leases a 90 MW
power plant at the Dillingen site to the operators of GKW, Dillinger Huitte, ROGESA and
ZKS, for the production of electricity.
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Dillinger France S.A., Dunkerque

Dillinger France S.A. is a wholly owned subsidiary of Dillinger Hutte
that operates a heavy plate rolling mill in Dunkurque.The products are
marketed almost exclusively through Dillinger Hutte. Dillinger France
also procures the majority of its input material from Dillinger Hutte.
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Despite a weak first quarter, Dillinger France was able to attain expected targets with a
total production of 562 kt, posting a slight increase from the previous year (546 kt).

There was no recovery in sales prices for heavy plate in 2014; instead, average revenue
levels continued to decline. Sales volume for Dillinger France was € 369 million for the
year under review and thus remained unchanged from that of the previous year. The
improvement of earnings for Dillinger France in 2014 is therefore exclusively attributed
to the lowering of production costs, which in turn resulted from both the decline of raw
materials prices as well as due to the positive impact of the DH 2014 plus project within
the Group. The objectives of the DH 2014 plus project for 2014 were far exceeded at
Dillinger France, the adopted restructuring measures were swiftly implemented and the
improvement and cash-management measures had an impact: after a loss of € 52 mil-
lion in 2013, the net result in 2014 was - € 14 million.

Reduced number of employees — workplace safety at a high level

Due to the economic situation, hiring was largely suspended in 2014. Consequently, the
number of employees at Dillinger France fell from 590 at the end of 2013 to 550 employ-
ees at the end of the year under review.

The workplace safety performance at Dillinger France continues to be exceptionally pos-
itive: in 2014 there was only one lost-time incident (LTI). The number of workplace acci-
dents that were subject to reporting requirements was 16 and thus was at almost the
same good level as in 2013 (14). The year also remained without lost-time incidents for
external companies operating within the plant premises (compared to 2 in 2013).

Ongoing strategic investment

Investment spending in 2014 primarily involved extension of the production hall by 100 m
as well as construction of a 30 m long effusion bunker. Construction and civil engineering
was carried out during the year under review with the installation of the pillars, girders
and supporting structure for the new hall; the installation of the cladding and the con-
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struction of the effusion bunker are planned for the first half of 2015. This important
investment underscores the strategy of the Dillinger Hiitte Group to develop the thicker,
heavier and longer plate segment - and thus to improve the capability of Dillinger France.

2015 remains problematic — good utilization of capacities expected

Based on the strategic focus as well as the executed and ongoing investments, Dillinger
France is optimistic that utilization of the plant’s capacities will remain at the same level
as in 2014 or will even slightly improve. Given the economic context, an actual recovery
of sales prices is not expected during 2015. Improvement of production costs, on
the other hand, should continue or even intensify in 2015 due to the positive impact of
the ongoing measures at Dillinger France as part of the DH 2014 plus project as well as
the PRIMUS 16 strategy and restructuring program that was launched in late 2014 at
Dillinger Hutte and Dillinger France. While 2015 will remain difficult, a noticeable recov-
ery in profitability for the Dillinger France rolling mill is expected.

Steelwind Nordenham GmbH, Nordenham

Steelwind Nordenham GmbH is a wholly owned subsidiary of Dillinger Hiitte that oper-
ates a plant in Nordenham for the production of offshore monopiles, Mega-Monopiles
and transition pieces. The plate in the required grades and dimensions is procured from
Dillinger Hutte and its subsidiary Dillinger France in Dunkerque.

After around two years of construction, Steelwind Nordenham celebrated its official
plant opening on 18 Sept. 2014 and is currently ramping up operation incrementally.
After achieving full capacity in 2016, Steelwind Nordenham will produce 100 monopile
systems per year. This is equivalent to a complete offshore wind farm. With its location
directly on the North Sea coast, the plant offers ideal logistical conditions both for sup-
plying the plant with steel plate and for delivering the finished foundation structures by
water. At the same time as the opening, the first Mega-Monopile - the world’s largest,
with a diameter of 7.80 m - left the plant.

Monopiles and Mega-Monopiles are foundation structures for offshore wind power
plants. They are made from thick-walled structural tubulars, feature diameters of up to
10 meters and lengths of up to 120 meters, and can weight up to 1 500 tons. They can
be used in wind farms at water depths of up to 40 m.

EUROPIPE GmbH, Milheim

The EUROPIPE Group manufactures and sells welded large-diameter line pipe made
of steel. The diameters of the line pipe range from 20 inches (508 mm) to 60 inches
(1524 mm). As a corporate group, EUROPIPE GmbH and its affiliated companies are
among the world’s leading corporations in this market segment, with annual production
of more than 900 kt or about 2 000 km.

As the management company for the EUROPIPE Group, EUROPIPE GmbH manages the

group and coordinates the technical and commercial activities of the subsidiaries.
Dillinger Hutte holds a 50 % share of EUROPIPE GmbH.
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Within Europe, large-diameter line pipe is produced in Milheim, Germany, and Dunker-
que (France). Both the acquisition of the input material and the sale of the pipe pro-
duced at the German and French locations to customers worldwide are handled through
EUROPIPE GmbH in Milheim. EUROPIPE France S.A., with its plant in Dunkerque, handles
conversion of the pipe from EUROPIPE GmbH in France. The situation of EUROPIPE
France is characterized by considerable economic difficulties that require a reorgani-
zation. The management of EUROPIPE France therefore initiated a process on 30 Sept.
2014 to inform, and consult with, the Works Council regarding the economic reasons
for the planned reorganization according to French law. This process may conclude - if
no material improvement of the economic conditions occurs in the interim - with the
closure of the plant in Dunkerque.

Coating of the pipe in Miilheim is carried out by MULHEIM PIPECOATINGS GmbH (MPC),
whose sole shareholder is EUROPIPE GmbH. In France, the pipe produced by EUROPIPE
GmbH is coated by an external service provider.

In the United States, the operating companies of the EUROPIPE Group are consolidated
under the holding company, BERG EUROPIPE Holding Corp. (BEHC), of New York. Berg
Steel Pipe Corp. (BSPC) of Panama City, Florida, primarily supplies the North American
market with longitudinally welded pipe. Marketing activities for the North American
companies are combined with those for EUROPIPE GmbH in the BERG EUROPIPE Corp.
(BEC) marketing company of Houston, Texas (USA). The spiral pipe plant Berg Spiral Pipe
Corp. (BSPM) in Mobile, Alabama, primarily supplies the North American market with
spiral pipe and, like BSPC, has integrated on-site coating activities in the plant.

Little activity, depressed shipping and sales volume

On the basis of a very low order backlog at the beginning of the year and the later-than-
expected booking of the large South Stream order, working hours were for the most
part reduced at the European plants during the first quarter of 2014. The cause for the
poor level of activity continued to be poor demand, especially in the key markets of
Europe and the Middle East. This strained market situation has had a correspondingly
negative impact on the activity and earnings of EUROPIPE.

When production for the South Stream order began in April 2014, the 18-m production
line in Milheim began operating in two shifts. Starting in mid-September, operation
increased from 10 shifts to 12 shifts per week. The MPC also benefited from this order,
which calls for both internal and external coating. After a brief period of start-up difficul-
ties, production in the pipe plant as well as the coating plant stabilized quickly, so that
process optimizations that were introduced enabled an increase in production output.
Overall, the project has proven to be a major challenge for the organization of EUROPIPE
in Milheim, particularly because of difficulties related to suppliers.

The suspension of the South Stream project announced at the end of December did not

lead to appreciable effects on earnings or activity in 2014: due to the stoppage of the
South Stream production, pipe production and coating volumes could be maintained
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nearly in keeping with the planned levels in the last forecast of 2014, and the shipping
could also still be processed according to plan. Due to this suspension, however, the
prospects regarding the earnings and operating activity situation of EUROPIPE Europa in
2015 are bound up with considerable uncertainty and risk.

The operating activity level of the pipe plants in the United States during 2014 was at
times significantly below expectations. While production in Panama City operated for six
months with only a single-shift schedule instead of the planned two shifts, production
in Mobile had to be completely stopped for around six months because of a lack of
orders. The rest of the time production operated in two shifts.

The order backlog developed very positively during the financial year, however, especially
as a consequence of the incoming orders posted in the United States. The booking of
Energy Transfer’'s ETC Rover pipeline project, for instance, represented the biggest single
order to date for the US companies, with around 460 kt. Added to this was another large
order, the Sabal Trail project. The order backlog of EUROPIPE GmbH during the year also
developed very positively at the start of the year due to the booking of South Stream and
other orders. As a result, the backlog of orders at EUROPIPE GmbH as of 31 Dec. 2014 in-
creased from the previous year to 359 kt (previous year: 50 kt). In fact, the backlog of orders
at the EUROPIPE Group had increased as of 31 Dec. 2014 to 810 kt (previous year: 139 kt).

Sales posted by the EUROPIPE Group in 2014 were 33 % lower than the previous year’s
sales of € 475 million (previous year: € 709 million). The primary reason for this was the
significant decline in shipped tonnage with continued pressure on margins. Shipped
tonnage decreased overall from the previous year by 35 % and amounted to 409 kt (pre-
vious year: 626 kt). The long-time trend of the previous years toward greater weight per
meter continued during the 2014 financial year also for the European plants, with the
weight per meter for quantities shipped, at 594 kg/m, stabilized at roughly the previous
year’s level of 603 kg/m.

The considerably lower shipping volume and the continued unsatisfactory revenue
quality had a negative impact on the earnings of the EUROPIPE Group. The 2014 finan-
cial year therefore concluded with a net loss for the year as per the German Commercial
Code (HGB) of € 52.6 million (previous year: € 60.1 million net loss for the year).

The ongoing underutilization of capacity at EUROPIPE France S.A. and the associated
fixed costs such as depreciation and amortization resulted in a clearly negative contri-
bution to earnings. In addition, the previous year’s € 9.6 million value adjustment as
part of the Welspun transactions has once again been credited due to the successful
settlement of the litigation. After-tax earnings for EUROPIPE GmbH fell slightly once
again compared to the previous year and amounted to a net loss for the year of € 46.7
million (previous year: € 60.5 million net loss for the year).

At the end of 2014, the EUROPIPE Group employed a total workforce of 1 280 people (previ-
ous year: 1 230). Of these, 626 employees worked for EUROPIPE GmbH (previous year: 619).
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Research and investment in quality and process optimization

The EUROPIPE Group invested a total of € 12.0 million (previous year: € 15.3 million),
€ 6.0 million (previous year: € 6.3 million) of which were invested at the Mulheim site
(large-diameter line pipe and surface coating plant and headquarters) for plant, pro-
perty and equipment and for intangible assets. The investments were primarily used in
the interest of further rationalization and to improve the market position by continu-
ously improving product quality. Because of the current economic situation, the invest-
ment budget in the EUROPIPE Group was maintained at a low level, as in the previous
years. Worthy of note are investments in quality and process optimization that were nec-
essary due to the high quality requirements for South Stream.

The ultrasonic system installed about 10 years ago in the Panama City plant — an impor-
tant tool for quality assurance — was extensively modernized. The retooled system made
it possible to fulfill the increased external requirements — both for API certification,
which is important in the US market, and of the customers themselves - also for greater
wall thicknesses.

EUROPIPE GmbH invested € 2.4 million during 2014 (previous year: € 4.1 million) in the
enhancement of its products and the continuous improvement of production and qual-
ity assurance methods. The ultimate goal of the development efforts is to expand the
range of application of the large-diameter line pipe and to improve quality through,
among others, greater wall thicknesses for offshore projects at great depths, improved
strength of the material with the same or greater toughness, and optimized heat-
affected zones.

Prospects for the large-diameter line pipe market:

weak in Europe, significantly more positive in the USA

Worldwide demand for large-diameter line pipe has grown moderately during the cur-
rent year, although many projects will only be realized in 2015 or later due to delays in
authorization. In addition, the markets developed extremely unevenly according to
region. While the line pipe market in North America is growing very noticeably due to
intensified oil and gas exploration and the strong growth in shale gas production, the
market in Europe continues to experience a weak phase because of weak economic
activity and the increasingly uncertain political situation in Russia. The Middle East is
likewise displaying a slight increase in market activity, but currently offers only limited
opportunities for EUROPIPE due to the extreme competition and the existing freight dis-
advantages. Even though the political relationship with Iran is improving incrementally,
it cannot yet be foreseen when deliveries to Iran can be taken up again.

The market recovery expected for 2015 has been called into question at least where
Europe is concerned due to the suspension of the South Stream project announced by
South Stream in December. EUROPIPE will therefore have to suspend its production for
the South Stream order for the time being. MPC is also impacted by this suspension.
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The situation for Europe as a whole has deteriorated significantly because of this deci-
sion. The possible loss of South Stream, which represents one of the anchor projects in
Europe for 2015 and subsequent years, with the offshore pipeline for sections 3 and 4
and the connection lines in the direction of central and southern Europe, cannot be ade-
quately compensated for in the short term through alternative large projects.

In contrast to Europe, prospects for the USA are much more positive thanks to the latest
bookings. With the large ETC Rover and Sabal Trail orders, two-shift operation of the
plants in Panama City and Mobile has already been ensured from the fourth quarter of
2014 until mid-2016.The Milheim plant is also benefitting from the current exceptional
business conditions of the US companies, as partial quantities of the orders and other
smaller orders for the USA can be produced in Milheim.

Saarstahl AG, Volklingen

Specialties of Saarstahl AG, in which Aktien-Gesellschaft der Dillinger Hittenwerke holds
25.1% of shares, include the production of wire rod, bar steel and semifinished products
in various grades. Open-die forgings are also included in the product range. Customers
include automotive companies and their suppliers, companies that build machinery for
power generation, the general machine manufacturing sector, the aerospace industry,
the construction industry and other steel-processing sectors.

Despite the difficult market conditions in wire and rod, the 2014 financial year went very
well for Saarstahl AG, especially with respect to volumes. Crude steel production was
increased by 9 % on the previous year. The Saarstahl Group was also able to conclude
the year with a sales increase and again with clearly positive earnings.

Saarstahl profited in terms of volumes in the wire and rod product segment from stable
demand in the automotive and machine manufacturing sectors in Germany. Incoming
orders and the utilization of plant capacities developed at a similarly positive rate. On
the revenue side, price increases were initially successfully introduced while market
share was also gained. However, the generally difficult underlying economic conditions
in the other European countries as well as ongoing worldwide overcapacities led once
again to dropping price levels during the course of the year. The improvements achieved
in earnings are therefore based primarily on savings on the raw materials side and inter-
nal improvement processes.

The crude steel production of Saarstahl for 2014 was at 2.6 million tons and increased
compared to the previous year by 0.2 million tons (8.9 %). Shipping of steel products
rose by 8.7 % to about 2.4 million tons.

Net sales (Saarstahl AG only) increased from € 1 675 million in the previous year
to € 1754 million (+ 4.7 %). Earnings before interest and taxes (EBIT) for Saarstahl
amounted to € 127 million (2013: € 54 million) and earnings before interest, taxes,
depreciation and amortization (EBITDA) was € 199 million (2013: € 120 million).
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For Saarschmiede GmbH Freiformschmiede, the 2014 financial year was also a very diffi-
cult one, as it was marked by ongoing reluctance to invest in energy markets. The down-
ward trend was for the first time halted, however, which expressed itself in a slight
increase in sales by € 4 million to € 219 million (previous year: € 215 million).

Additions to property, plant and equipment for Saarstahl AG in 2014 amounted to € 14
million (previous year: € 55 million). After the large investments of the previous years,
investments were again at a somewhat lower level. The focal areas, meanwhile, were the
rolling mills in Neunkirchen and Burbach. The secondary metallurgy that began opera-
tion in 2013 ran smoothly at full capacity and contributed effectively to reducing bottle-
necks as well as to further developing the range of products.

In addition, further important strategic investments amounting to a total of € 80 million
were adopted by the supervisory bodies in 2014 for all three corporate sites.

As of 31 Dec. 2014, there were 4 026 people employed by Saarstahl AG (previous year:
3 867). A total of 75 (previous year: 58) young people were able to begin their vocational
training during the year under review.

Trading and flame-cutting operations in the DH Group

To supplement the range of products and lengthen the value chain, Dillinger Hutte
holds several indirect and direct shareholdings in trading and flame-cutting companies
in Germany, the Netherlands, France, Dubai and India. These companies are specialized
both with regard to their regional focus and their product ranges and processing depth;
however, products from other steel producers are also marketed and processed.

Customer demand for the products of the trading and flame-cutting companies devel-
oped unevenly in 2014 according to region. As a result, sales fell in Germany. In the
remaining EU-countries and in third countries sales increased marginally, after a decline
in sales was experienced in third countries with stagnating sales in Europe during the
previous year. For the trading, flame-cutting and treatment activities, business perfor-
mance was marked by a consistent drop in revenue levels with overall sales volumes
below those of the previous year. With continued declines in procurement prices, gross
margins developed heterogeneously in the companies — depending on the competitive
environment. The operating results of the main companies were similarly uneven; the
positive growth primarily came from the companies outside of Germany.

Cumulative sales for 2014, at € 263.3 million, was 6.4 % below that of the previous year
(€ 281.3 million). Net shipped tonnage declined by 3.3 % to 263 kt (2013: 272 kt),
whereas sales in the flame-cutting activities was nearly unchanged, and trading activi-
ties declined from the previous year. Earnings from operations amounted to € 5.5 mil-
lion (2013: € 2.1 million).
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Risk report

For Dillinger Hiitte, as a global producer of heavy plate in various grades, taking a struc-
tured and constructive approach to business risks and opportunities is of central impor-
tance. With this in mind, Dillinger Hutte introduced a company-wide risk management
system several years ago. This has been continuously developed further.

Organization of risk management

Risk Management at Dillinger Huitte consists in part of the risk officers in the departments
and subsidiaries. These are responsible for the operational risk management tasks that are
integrated into the processes of the individual divisions and subsidiaries. In addition, SHS
Risk Management handles coordination, support and consolidation duties for Dillinger
Hutte. Risk officers and SHS Risk Management collaborate as partners in the process.

Methods of risk management

The risk management system at Dillinger Hutte includes all measures aimed at ensuring
a systematic approach to risk and focuses on risks transparency, risk control and risk
communication.

Risk transparency: Risk management aims to identify and disclose risks connected
to business activities as early as possible. A systematic and consistent method of
analysis and evaluation is used for this.

Risk control: Another objective of risk management is to avoid, minimize or transfer
the identified risks through new or existing risk control instruments. Transfer of risk
takes place through the corporate service provider SHS Versicherungskontor GmbH,
which is responsible for arranging an appropriate level of insurance coverage.

Risk communication: The Management Board is regularly informed about the
current risk situation. Moreover, key risk management issues are discussed with the
Supervisory Board.

The content, structure and results of the risk management system are documented in
auditable form as per the German Corporate Sector Supervision and Transparency Act
(KonTraG).

Corporate Auditing, as part of the comprehensive approach of corporate management
to establish an internal management and monitoring system, is a component of risk
management in accordance with the German Corporate Sector Supervision and Trans-
parency Act (KonTraG). In this capacity, it is also responsible for the systematic and effec-
tive auditing and supervision of the risk management system.

Sector, external and market risks

Dillinger Hitte is a company with worldwide operations. Moreover, the customer base
of Dillinger Hutte is also characterized by companies with global activities, particularly
by businesses in the capital goods sector. This implies a dependency on both overall
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future economic development as well as the development of individual customer sec-
tors. The current geopolitical crises could have at least an indirect influence on these
developments.

There is in fact a direct influence on the pipe plate market in particular. The unilateral
political announcement of the stoppage of the South Stream project by Russia has led
to great uncertainty in the market. The announcement and subsequent suspension by
South Stream carry risks for Dillinger Hutte, which is participating in the South Stream
project as a supplier through pipe plate deliveries and through EUROPIPE as a joint sub-
sidiary with Salzgitter AG. The announcement may also have made obsolete the orders
that had been expected from the originally planned progress of the project. Although
there is currently discussion of an alternative route for the pipeline through Turkey, the
changed market situation in the pipe plate market will likely also impact plate produc-
tion for other sectors, as adjustments to capacities are probable. In this respect, notice-
able market and sales risks in a market characterized by overcapacities and a noticeable
intensifying of competition can be expected. Dillinger Hutte is therefore continuously
monitoring its competitors and their strategic involvement, and with this, is laying the
foundation for maintaining its competitive advantage.

In addition, Dillinger Hutte is proactively confronting these challenges in the market and
business environment. In the 2014 financial year, for instance, the restructuring and cost-
reduction program DH 2014 plus was successfully implemented and continued with the
successor project PRIMUS 16, a strategic program. PRIMUS 16 aims to effectively guaran-
tee the competitiveness of Dillinger Hutte and its subsidiaries even under problematic
underlying conditions in the medium term.

Procurement risks

To produce high-quality products, Dillinger Hiitte requires raw materials, energy and
logistical capacities in a sufficient quality and quantity. Specific procurement and logisti-
cal segments are therefore consolidated under the umbrella of SHS Services GmbH and
SHS Logistics GmbH. Independent of this, the current geopolitical crises could have a
negative impact on the procurement situation as individual raw materials are procured
from the affected regions. Ongoing developments in the crisis regions are followed
closely and associated risks are discussed with suppliers and minimized through consul-
tation and cooperation with suppliers.

Moreover, long-term framework agreements are used in procurement. But options are
also employed to ensure a basic flexibility in raw material supply, especially for the affili-
ated companies ROGESA and ZKS. A supply buffer is also consistently maintained
through an adequate stock policy, and new sources of supply are systematically and
continuously sought. In connection with this, alternative possibilities for employing raw
materials are tested and analyzed. In addition to safeguarding the supply, the imple-
mented measures also help reduce price risks. There is a risk, however, that the low cur-
rent price of selected raw materials may lead to suppliers demanding amendments to
existing conditions during negotiations, to the detriment of Dillinger Hitte.
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With regard to energy supply and cost certainty, the 90 MW blast furnace gas-fired
power plant in Dillingen that began operation in 2010 (see the “Environment and energy
efficiency” section) helps significantly to minimize risk.

Overall, the medium-term security of the supply of raw materials, energy and logistical
capacities in the required quantities and quality can be considered ensured.

Risks from operating activities

Stoppages, property damage and/or quality risks may occur in the production plants of
Dillinger Hutte. These may be due to the complexity of the manufactured products, to the
complexity of the manufacturing processes and technical operating facilities, or to force
majeure. Dillinger Hiitte counteracts the former causes through continuous investments
in state-of-the-art systems in addition to the use of innovative diagnostics systems for
preventative and status-based maintenance and consistent development of the quality
assurance system, which has been certified in accordance with international standards.
Dillinger Hutte counteracts risks associated with force majeure, such as explosions or
major fires that have high potential to cause damage but can be considered unlikely to
occur, with fire-protection systems, emergency plans and its own fire department. In addi-
tion, Dillinger Hutte has procured an adequate amount of insurance coverage.

Despite these extensive preventative measures, a discrepancy from customer require-
ments occurred during the past financial year for a project in plate manufactured by
Dillinger Hutte. Dillinger Hitte is currently cooperating closely with the customer in this
matter in order to achieve a satisfactory solution for both the customer and Dillinger
Hutte and to minimize the associated risks for the company.

Financial risks

Safeguarding the financial independence of the company by coordinating financial
requirements is of central importance for Dillinger Hutte. Financial risk is actively man-
aged and limited for this reason. The integration of all financial departments under the
umbrella of SHS, carried out during the past financial year, supports the efforts in this
regard.

Dillinger Hutte concludes financial instruments only with counterparts that have an
excellent credit rating. Receivables in the area of deliveries and services are continuously
monitored. Transactions are secured by means of credit insurance. The resulting risk of
default can therefore be considered low. Whereas an ongoing financial and liquidity
planning generally reduces liquidity risk, the current investment activity as well as the
current market situation have a noticeable impact on Dillinger Hutte’s liquidity situation.
This development is countered with a far-reaching cash management approach. In addi-
tion, all major subsidiaries are incorporated in the short- and medium-term financial
planning according to consistent standards. As part of regular analyses, both the status
quo and planning are incorporated into the risk management system. This ensures the
necessary financial flexibility of Dillinger Hutte. Independent of this, market risks can
influence fluctuations of current market values or future cash flows from financial instru-
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ments. Dillinger Hutte actively counters these risks through the use of currency and
interest rate hedging transactions. These instruments considerably limit or completely
eliminate market price risks. In general, hedging instruments are not employed sepa-
rately from the underlying performance-related hedged item. They are regularly moni-
tored and analyses are generated for management purposes. The results are incorpo-
rated into the risk management system. Any residual risk is considered low. The financial
reporting of the hedging instruments mentioned is presented in detail in the notes to
the financial statements.

Legal risks and compliance risks

Legal risks are currently considered low. A general risk exists, however, that due to the
increasing internationalization and expansion of business activities, Dillinger Hutte
could face legal uncertainties as a consequence of contact with numerous fields of law
and legal systems.

Independent of this, deliberate misconduct on the part of individuals cannot be com-
pletely excluded. Dillinger Hitte is dedicated to counteracting potential misconduct
through its preventative compliance efforts. A code of ethics was introduced in 2012 in
an effort to ensure that legal representatives, employees and third parties act in compli-
ance with the rules. In addition, the compliance management system was expanded by
the compliance committee of the SHS Group during the 2014 financial year. Through
informational events, Dillinger Hitte managers have been made aware of compliance
issues and of their responsibilities. Publications on specific compliance issues are also
used preventatively to work toward proper conduct that complies with guidelines.

Regulatory risks

New laws and changes to legal framework conditions at the national and international
level may carry implicit risks for Dillinger Hutte. This is particularly true when new or
amended laws are associated with higher costs for Dillinger Hiitte in comparison to its
international competitors. Dillinger Hutte therefore follows regulatory efforts closely and
through working contacts with trade associations.

Specific potential regulatory threats include the announced review in 2017 of the EEG
(Sustainable Energy Law) surcharge exemption granted to in-plant electricity production
with existing plants and potential negative impacts from the reform of EU carbon emis-
sions trading (see also the “Environmental protection and energy efficiency” section).
Both of these points involve significant potential risk for Dillinger Hutte.

IT risks

Both the complex technical production processes and the administrative processes of
Dillinger Hutte are supported with modern IT systems. The availability of data and infor-
mation flows is therefore of central importance for Dillinger Hutte. Risks that endanger
the confidentiality, availability and integrity of IT-supported information and systems
can therefore result from human error, organizational or technical procedures and/or
security gaps. In addition to the breakdown of important production- and administra-
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tion-related systems within the value chain, risks due to access to systems by unauthor-
ized third parties, such as in industrial espionage or sabotage, are notable in this regard.
Software that is employed is therefore continuously monitored by Dillinger Hutte and
SHS Services GmbH, and systems are updated as needed. In addition, hardware compo-
nents such as servers and networks are continuously expanded and adapted to techno-
logical innovations.

Human resource risks

As a manufacturer of high-tech and high-quality products, successful operation of
Dillinger Hutte fundamentally depends on skilled employees and managers as well as
their high level of commitment. In view of this, Dillinger Huitte places great importance
on being an attractive employer. The company provides vocational training in a wide
range of career fields, which ensures a skilled pool of future employees. Dillinger Hitte
undertakes various recruiting efforts for this purpose in order to make contact with
young people early on. This effort also actively helps prevent the expected shortage of
skilled employees. Moreover, Dillinger Hitte offers a range of advanced training options
for skilled and management employees. Regardless of this, risks caused by surplus per-
sonnel prompted by any future market conditions and the associated, unsatisfactory uti-
lization of capacities, cannot be excluded. Dillinger Hiitte has the option of responding
to these risks by using various employment policy measures such as reduced working
hours or partial retirement models.

Environmental risks

The production processes in hot metal and steel production as well as the heavy fabrica-
tion division involve innate process-related environmental risks such as contamination
of air and water. Dillinger Hitte therefore does everything it can to exclude damage
caused by the product or its production through intensive quality and environmental
management. For instance, Dillinger Hutte operates an integrated management system
that combines quality management, workplace safety and environmental protection
with incident management. In addition, Dillinger Hitte also invests continuously in
measures that increase the effectiveness of its protection of the environment. Beyond
this, however, there are still risks due to the tightening of environmental regulations
with requirements that may not be achievable with current technology.

Organization of opportunity management

Opportunity management at Dillinger Hitte involves the systematic handling of oppor-
tunities and potentials. It is directly embedded into the work of the Board of Manage-
ment of Dillinger Hiitte. The Board of Management identifies and discusses opportuni-
ties and potential, and when needed, conducts strategic dialogue about market and
technology trends with the affected departments and subsidiaries. In these strategic
efforts, the Board of Management focuses on the current global drivers of growth as
well as those for specific sectors, and continuously develops the company with consid-
eration of global trends.
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Strategic opportunities

Dillinger Hiitte sees both challenges and opportunities in the internationalization of its
business activities. Many customers of Dillinger Hutte operate internationally or are in
the process of expanding their international operations. In doing so, they often focus on
growth markets. Dillinger Hutte therefore sees an opportunity to safeguard relationships
with existing customers through further internationalization. Moreover, acquiring new
customers who have not yet been reached can be viewed as an opportunity. Dillinger
Huatte is therefore strengthening its worldwide presence through expanding the sales
network and is in particular leveraging potential in new and emerging markets, without
giving up its market position in the traditional markets.

With the construction of continuous casting machine CC 6, Dillinger Hutte will be able to
expand its product range and thus differentiate itself from the competition. As such, con-
struction of the facility must be viewed as an opportunity for the future for Dillinger Hutte.

An additional opportunity for future business activity lies in the engineering skills of the
employees of Dillinger Hitte. This enables the company to optimize processes and
equipment, and to further develop, improve or completely redesign products. Dillinger
Hutte therefore strives to continuously develop this engineering capability.

Treatment and heavy fabrication are important components of Dillinger Hiitte's business
model. These allow Dillinger Hiitte to offer a wide range of products and services. Here,
Dillinger Hutte works closely with its customers in order to find the optimal solutions for
them.This understanding of service represents a feature that distinguishes the company
from its competitors. Dillinger Hitte therefore sees an opportunity for future business
activity in the strengthening and further expansion of treatment and heavy fabrication.

In addition, Dillinger Hiitte sees an opportunity for future business success in the sub-
sidiary Steelwind Nordenham GmbH. With Steelwind Nordenham, Dillinger Hiitte can
not only support the energy transition being imposed in Germany but can also profit
from this economically in that, with the production of monopiles, an important contri-
bution is made to offshore electricity production.

Operational opportunities

The operating activities of Dillinger Hitte consist of a multitude of processes that are
sometimes interdependent or connected with each other through interfaces. Dillinger
Hutte sees an operational opportunity in the optimization of these in-plant processes.
Through adaptation it may be possible to achieve an accelerated workflow in selected
processes and thus to reduce costs. This was also demonstrated by the DH 2014 plus
project that was successfully implemented during the 2014 financial year. It was
primarily focused on structural adaptation of processes. With the newly established
strategy program PRIMUS 16, Dillinger Hutte intends to ensure the lasting impact of the
measures, strengthen the company’s strategic position, boost the efficiency of its pro-
cesses, generate cost and thus competitive advantages, and, consequently, to increase
profitability.
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In addition, there are opportunities in the continued merging and consolidation of the
functions and activities of Dillinger Hitte and Saarstahl into SHS as well as its service
companies. These may lead to a leveraging of additional synergies as processes and
workflows are harmonized and improved.

Overall assessment of the risk situation

On the whole, there are currently no identifiable risks that could endanger the contin-
ued existence of the company, nor are there any signs of trends that could have a major
influence in the long-term on the earnings, financial and asset situation.

Underlying economic conditions

Moderate growth of the world economy

Overall, the International Monetary Fund (IMF) currently expects moderate growth of
the world economy at a rate of around 3.8 %. This scenario continues to remain uncer-
tain in 2015 as well: geopolitical conflicts such as those in Ukraine or the Middle East
continue to pose risks. In addition, the risk of renewed turbulence in the international
financial and currency markets as a result of the anticipated turnaround of interest rates
in the United States cannot be excluded, as the recovery begun in many countries and
regions continues to be extremely fragile due to structural problems. Significant eco-
nomic growth can however be expected, particularly in the United States and the
emerging markets in Asia, supported by considerably lower oil prices. At the same time,
development in other important regions remains weak. Underlying economic momen-
tum, particularly in the euro area, will not increase significantly for the time being. Rela-
tively weak growth of below 1 % is expected for the German economy.

Global steel market: utilization of capacities still below average

The forecast for the global steel market in 2015 calls for continued recovery. A growth
rate of 2.2 % is predicted for worldwide steel demand, while crude steel production is
expected to grow by 2.4 % to 1.730 billion tons. Due to the persistent expansion of
capacities, however, utilization of global crude steel capacities will remain under the
longtime average. In the European Union, a slight overall improvement in the steel mar-
ket is expected. This growth is likely to be lower than in 2014 at 2 %. In sum, the market
environment remains highly challenging, as no sustained improvement is expected
in the present considerable underutilization of steel capacities in Europe and the world
in 2015.

Heavy plate market: no sustained recovery

Given the current underlying conditions, which continue to be determined by factors
such as worldwide overcapacities and growing international trade restrictions, no notice-
able improvement in the business activities of heavy plate suppliers can be expected in
2015. In addition, a continued high level of imports into the European market can be
expected. Although the consumption forecast has increased marginally compared to
2014, prices for heavy plate product, with very few large projects slated at the start of
the year to be newly realized, will in fact continue to be subjected to intense pressure.
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In the large-diameter line pipe segment, there is a risk that the significantly lower oil
price will result in expensive development and processing projects in the oil and gas
industry being postponed. In the traditional offshore oil and gas segment, only a few
new projects are lined up for 2015. A further risk results from the suspension of the
South Stream project. The European heavy plate and pipe markets will lack the volumes
originally expected from this project for 2015, which will lead to considerable imbalance
in the market with a corresponding impact on the other heavy plate segments. Business
activity in machine manufacturing will proceed in 2015 at a satisfactory level; consump-
tion in the wind energy sector is expected to be similar to that in 2014, with a distinct
focus on the second half of the year. The same applies for the moderately active steel
construction sector. Overall, given the current circumstances, a significant and above all
sustained recovery of the heavy plate market cannot be expected in 2015.

Development of Dillinger Hiitte

Continued improvement of competitiveness targeted

For Dillinger Hutte, the 2014 financial year was marked by a slight improvement in the
order situation as well as the associated earnings, with sustained competitive pressure
continuing. The further decline in revenue levels was counteracted through higher sales
volume with reduced cost for procuring raw materials; alongside this, the clearly positive
EBIT, which was better than expected, was largely based on strict cash management as
well as the internal cost and restructuring program DH 2014 plus, with which significant
potential for savings could be leveraged in many areas of the company.

With underlying conditions remaining at least equally challenging, Dillinger Hiitte Group
will not let up in its efforts to further enhance its competitiveness in 2015 as well. In
doing so, all efforts are focused on defending and expanding the company’s position as
a technology leader in Europe in the fight for market share, without neglecting the inter-
esting niche markets outside of Europe. The strategy program PRIMUS 16 was launched
for this purpose in late 2014. Behind this name is a package of various internal or mar-
ket-oriented measures that aims to even better utilize the capacities of production facili-
ties, shorten delivery times, further enhance productivity, and increase the flexibility of
the workforce within the company. As always, achieving the best possible customer sat-
isfaction is also a focus. The Dillinger Hitte brand will continue to set strong trends
worldwide.

No transactions of major significance took place following the balance sheet date.

Stable sales volume and positive earnings expected

As previously described, the most likely scenario continues to be that of moderate
growth of the world economy with a slight upward trend in the heavy plate market with
respect to volumes. For the pipe plate product segment, good opportunities for greater
participation in the market growth in North America can be expected through Berg
Steel Pipe Corp., a subsidiary of EUROPIPE GmbH. Nonetheless, the pipe plate market
remains a highly fluctuating project segment. Orders in the pipe segment that are can-
celled or postponed at short notice must therefore be balanced out flexibly with
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increased volumes in the normal plate segment. With consistently fluctuating quarterly
figures, the utilization of production facility capacities in 2015 can be expected to be
similar to that of 2014.

A significant increase of the price level for heavy plate will only be implementable par-
tially, if at all, under the current market conditions. Provided that the cost savings
achieved as well as the additional measures to increase profitability as well as the atten-
dant boost in competitiveness as part of the PRIMUS 16 strategy program continue to
be effective, similar sales revenue and positive earnings before interest and taxes (EBIT)
can also be expected for 2015, but at a lower level than that of the previous year.

Dillingen, on 26 March 2015

The Board of Management

Yoy { by fotin Bk

Dr. BLESSING Dr. LUXENBURGER Dr. MUNNICH METZKEN SCHWEDA
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ANNUAL FINANCIAL
STATEMENT (abridged)
BALANCE SHEET

Assets
K€ 31/12/2014 31/12/2013
A.Fixed assets
I. Intangible assets 1619 807
Il. Tangible assets 777 733 693 166
11l. Financial assets 1187 970 1199 859
1967 322 1893 832
B. Current assets
I. Inventories
1. Raw materials and supplies 25 595 31526
2.Work in process 75 490 54 597
3. Finished goods 93 339 73788
194 424 159 911
1. Receivables and other assets
1.Trade accounts receivables 117 164 92 815
2. Receivables from affiliated companies 243 167 220 421
3. Receivables from companies in which the company has a participating interest 48 548 29 691
4. Other assets 312 856 331471
721735 674 398
11l. Cash and bank balances 78 382 143 124
994 541 977 433
C. Positive difference from asset allocation 46 931
2961909 2872196




Balance sheet

Shareholders’ equity and liabilities

K€ 31/12/2014 31/12/2013

A.Shareholders’ equity
I. Subscribed capital 178 500 178 500
Il. Capital reserve 378 574 378 574
IIl. Earnings reserves 1254 937 1189 937
1812011 1747 011

B. Accruals and provisions

1. Accruals for pensions and similar obligations 354 683 335776
2.Tax accruals 567 757
3. Other accruals and provisions 236 527 261 507

591777 598 040

C. Liabilities

1. Liabilities to financial institutions 172 046 210 655
2. Customer advance payments 2514 18 388
3.Trade accounts payable 64 091 69 503
4, Payables to affiliated companies 266 083 165 374
5. Payables to companies in which the company has a participating interest 16 050 36 815
6. Other liabilities 37 337 26 410

558 121 527 145

2961909 2872196
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PROFIT AND LOSS STATEMENT

K€ 2014 2013
1. Net sales 1871777 1815 691
2.Change in finished goods, work-in-process and other own work, capitalized 48080 - 17103
3. Other operating income 41 348 20 591

1961 205 1819179
4. Cost of materials 1282784 1306 909
5.Personnel expenses 317 110 371731
6. Amortization and depreciation 53 866 56 060
7.0ther operating expenses 118 599 160 350

1772359 1895 050
8.Income from participating interests - 4544 24013
9. Write-down of long-term financial assets 12 597 15 640

10. Net interest income - 31033 - 19629

11.Result from ordinary activities - 140672 - 87127

12.Taxes on income and earnings - 181 - 533

13. Other taxes - 830 - 986

14. Compensatory payment to minority shareholders - 1004 - 1004

15. Profit transfer due to profit and loss transfer agreement - 73657 0

16.Net loss / net income 65000 - 89650

17.Transfer from earnings reserves 0 89 650

18.Transfer to earnings reserves - 65000 0

19.Unappropriated retained earnings 0 0
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CASH FLOW STATEMENT

K€ 2014 2013
Net result for the year (before profit transfer) 138 657 - 89650
Amortization and depreciation, write-downs/write-ups

Intangible assets and tangible assets 53 866 56 060

Financial assets 12 594 15 639
Change in long-term accruals 7 270 21710
Change in receivables from and payables to affiliated companies 3906 - 69298
Change in inventories and receivables (without affiliated companies) - 58704 42010
Result from the disposal of fixed assets - 432 - 144
Change in other accruals, provisions and liabilities (without affiliated companies) - 43772 94 100
Cash flow from operations 113 385 70 427
Investments in

Intangible assets and tangible assets - 140 124 - 193 622

Financial assets - 706 - 37463
Proceeds from disposals of fixed assets 1312 171
Cash flow from investment activities - 139518 - 230914
Change in long-term financial activities - 38609 - 20227
Previous year’s profit transfer 0 - 96839
Cash flow from financing activities - 38609 - 117 066
Change in cash and cash equivalents - 64742 - 277 553
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LISTING OF
SHAREHOLDINGS

Share of capital in % Shareholders' Results
Currency Direct Indirect Total equity 2014
1. Affiliated companies K
Domestic companies:

Saarlux Stahl GmbH & Co. KG, Stuttgart € 53.0 53.0 13072 - 335

Dillinger Hutte Vertrieb GmbH, Stuttgart € 100.0 100.0 4210 g

Ancofer Stahlhandel GmbH, Milheim/Ruhr &} 90.0 90.0 25 252 378

Jebens GmbH, Korntal-Miinchingen € 100.0 100.0 19 808 "

DHC-Consult GmbH, Dillingen € 100.0 100.0 193

Cargo-Rail GmbH, Dillingen g 100.0 100.0 43

MSG Mineralstoffgesellschaft Saar mbH, Dillingen € 100.0 100.0 19 968 D

Steelwind Nordenham GmbH, Nordenham & 100.0 100.0 89 062 R
Raupenfahrzeuge Nordenham GmbH, Dillingen € 100.0 100.0 7 - 17

Foreign companies:

Dillinger France S.A., Grande-Synthe E 100.0 100.0 144206 - 14 368
Eurodécoupe S.A.S., Grande-Synthe € 100.0 1000 - 5227 - 506
Ancofed S.A.R.L., Grande-Synthe € 100.0 1000 - 371 - 173

AncoferWaldram Steelplates B.V., Oosterhout € 100.0 100.0 36 369 3 306

Trans-Saar B.V., Rotterdam € 100.0 100.0 1413 944

Dillinger Nederland B.V., Zwijndrecht € 100.0 100.0 785 448

Dillinger International S.A., Paris € 100.0 100.0 1219 - 201

Dillinger Norge AS, Oslo NOK 100.0 100.0 2003 12432

Dillinger Middle East FZE, Dubai AED 100.0 100.0 72 643 3238
Dillinger India Steel Service Center
Private Ltd., Mumbai INR 100.0 100.0 104 655 20771

Dillinger Hutte Services B.V., Zwijndrecht € 100.0 100.0 63 182

Dillinger America Inc., New York usD 100.0 100.0 556 34

Dillinger Sverige AB, Alingsas SEK 100.0 100.0 1319 12

Dillinger Italia S.R.L., Mailand € 100.0 100.0 144 82?2

Dillinger Espana S.L.U., Madrid € 100.0 100.0 68 432

Dillinger Hutte UK Ltd., London GBP 100.0 100.0 73 642
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Listing of shareholdings

Share of capital in % Shareholders' Results
Currency Direct Indirect Total equity 2014
2. Participating interests K
Domestic companies:
Dillinger Hutte und Saarstahl Vermdégens-
verwaltungs- und Beteiligungs-OHG, Dillingen € 50.0 50.0 266 215 0
Zentralkokerei Saar GmbH, Dillingen 50.0 50.0 137 212 n
ROGESA Roheisengesellschaft Saar mbH,
Dillingen € 24.5 25.5 50.0 235 636 D
ROGESA Beteiligungsgesellschaft mbH,
Dillingen € 50.0 50.0 3019 1
Cokes de Carling S.A.S., Carling € 50.0 50.0 - 23279 - 497
EUROPIPE GmbH, Mulheim/Ruhr g 50.0 50.0 103954 - 46668
EUROPIPE France S.A., Grande-Synthe € 50.0 50.0 7688 - 163
BERG EUROPIPE Holding Corp., New York usD 50.0 50.0 183 677 22627
MULHEIM PIPECOATINGS GmbH,
Mulheim/Ruhr € 50.0 50.0 14 226 9595
Saarstahl AG, Volklingen € 25.1 25.1 2607 985 43 690>
1. Dillinger Projekt GmbH, Dillingen € 50.0 50.0 101 5

") A profit and loss transfer agreement exists.

2 If the current financial year's numbers are not available,
previous year's numbers (31 December 2013) are stated.

3 Consolidated result
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