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ABOUT FENI INDUSTRIES (/).

FOREWORD

The challenges of 2016, with the plummeting prices of metals on the World Metal
Exchange Market, had an impact on the overall world of metallurgical industries,
especially the nickel producers. Nevertheless, FENI Industries and the whole Cunico
group, still perceived this situation as an opportunity to further improve its opera-
tions and processes to match the market conditions in order to secure survival of
the company.

With mutual collaboration, support and understanding of all related parties, among
them being our employees, clients, suppliers, local communities and shareholders,
some very difficult but necessary steps were taken but also some very smart and
creative initiatives were applied that helped FENI to continue its operations even in
such unfavourable market circumstances.

Moreover, despite the inauspiciousness of the economic situation, FENI did not
withdraw itself from following its social responsibility philosophy, which is deeply
embedded in the corporate culture of the company, but it has merely changed the
approach and way of acting, to match the current company conditions.

Lastly, as the Latin proverb says, “If you want peace, prepare for war”, | would like
once again to emphasize that, we will keep fighting, hence the difficult times that
we were and are facing and this report represents evidence to the continuity, crea-
tivity and improvement that FENI accomplished in terms of social responsible be-
haviour, a goal that every socially responsible company should strive to achieve.

Yusuf Mirakhmedov
CEO
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Appendix: A Brief history of FENI

FENI Industries is a pyro-metallurgical ferronickel produc-
tion plant, located in Kavadarci, Macedonia. Historically,
FENI Industries started its operation in 1982 but it is in the
last decade, after becoming member of Cunico Resources
group in 2005, that FENI has accomplished full growth and
development. With 879 employees (December 2015), to-
day FENI is one of the leading companies on national level
in regards to investments, employments, environment, as
well as in regards of corporate social responsibility.

The primary product of FENI is nickel metal in form of fer-
ronickel. It represents an alloy that contains approximately
20% nickel and 80% iron, produced by smelting and refin-
ing various nickel ores that contain from 0.9% to 2.2% nick-
el and from 15% to 40% iron. Since ferronickel is basic raw

material for stainless steel production, it is exported to the
steel plants around the world (Europe, Asia, America).

The slag from FENI Industries, especially convertor slag
represents a secondary product from ferronickel produc-
tion that FENI successfully commercialized and now it is
also being sold out worldwide. Generally it is used as a
sand blasting material in the shipyard industry, construc-
tion, road and embankment material, pipeline fixator etc.

On a group level, FENI is a subsidiary of Cunico resources
N. V. (Cunico). The business portfolio of Cunico is com-
posed of two smelter facilities: FENI in Macedonia and
NewCo Ferronikeli in Kosovo, two fully operational mining
enterprises in Guatemala, Guaxilan S.A. and Mayaniquel
S.A., and a marketing and sales branch, Cunico Marketing.
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FENI INDUSTRIES part of Cunico Resources N. V.

Cunico Resources N. V. (Cunico) is a multinational group of mining and metals companies which stands as the largest
ferronickel producer in Europe and the fourth largest in the world.

FENI Industries is a pyro-metallurgical ferronickel
producing plant in Kavadarci, Macedonia, that after
becoming a member of Cunico group in 2005 has
achieved full growth and development and has increased
its production form 5 000 to 20 000 tons of nickel in form
of ferronickel per year.

New Co Ferronikeli represents a part of the Cunico
Group as of 2007. The facility includes a nickel production
plant, in Gllogovac (Drenas) in Kosovo, as well as mineral
deposits in the vicinity of the plant.

Guaxilan S.A, is a mining company, located in
Guatemala which became part of the group in 2012.

Mayaniquel S.A., is the latest mining project
acquisition of Cunico Resources. Located in Guatemala, it
represents the second mining asset in this country that is
owned by the Group since 2014.

Cunico Marketing FZE with headquarter in Dubai, UAE
is a subsidiary of Cunico for marketing and sales and
represents a part of the group since its establishment.

. . ) o) . )
Mayaniquel Guaxilan FENI Industries NewCo Ferronikeli Cunico Marketing
Lake Izabal Cerro Colorado Kavadarci (Macedonia) Drenas (Kosovo) (United AraEalEmirates)
(Guatemala) (Guatemala) Metallurgical plant Metallurgical plant
Mines Mines Mines Mines Sales and Marketing
J J J
Products Products Products Products Products
) ) ) )
Sales & marketing
Saprolite nickel ore Saprolite nickel ore Ferronickel granules Ferronickel granules of Group Products,
Converter/ Electric Electric furnace slag Logistic support
furnace slag
(by-product)
J J J J

Location of Cunico’s subsidiaries

T =

R ™
¥

CSR Report 2016 / FENI Industries




ABOUT FENI INDUSTRIES

INDUSTRIES

History of the FENI smelting plant

2005 Richer 9%Ni ore (Far-East ores). Start work with 2 RK/ 1EF;
2006 New EF technology, new granulation system, 2ndEF;
2007 New drier, new ESP3;
2008 IPPC Permit, ISO 9001:2008, EF2 stopped, 2 new driers;
2009 IS0 14001: 2004, Economic crisis;
2010 EF2 restarted, REACH, 2 bypasses for ore, export slag;
2011 Sizer, granulation 2, fine fraction transport;

2005-2016

INDUBTAIES

LUNICo

2012 ESP4, water collection, new slag dump, 6th pelletizer;
2013 Biomass, petcoke, truck washing station, Slag disposal recultivation;
2014 Continuous emission monitoring system, quencher-scrubber de-dusting system of

EF, burners for solid fuel,
2015 New installation for crushing the slag from electric furnaces.

' 2016 Stopping of Electric Furnace 1

Completely privatized with foreign direct
investment - FENI Industries is established

2001-2005
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» FENI Industries PROCESS DIAGRAM «
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Q- HUMAN RIGHTS AND LABOUR

The long term strategy of FENI Industries SHC implements sustainability in all economic and social aspects considering

that our company’s influence is of vital importance to these areas. The concept of sustainability is the core of the corpo-
rative culture and the long term strategy of the Company. Although we are facing hardships and a lengthily crisis of the
nickel market, our commitment in relation to the corpus of challenges concerning human resources remains our top
priority. The human resources are one of the most important factors of the success of FENI and they are the most valua-
ble capital of the Company. Even in severe conditions of a world economic and finance crisis, in conditions that require
reduction of the operating costs as well as reduction of the number of employees (we finished 2016 with redundancy)
as a measure for alleviation of the effects of the crisis, the aspect of human resources is and remains the main focus of
the decision making process in FENI Industries SHC which concerns both the company and the employees. In order to
ensure a continuity of the professional upgrade of our employees, we maintain an appropriate approach and conduct
trainings for them as well. We believe that there is absolutely no question that the investing in the advancement of the
staff is one of the most important tools for overcoming the possible challenges and issues in the operation.

HIGHLIGHTS IN 2016

e In 2016, in relation to our employees, we were focused on
handling the effects of the global financial and economic
crisis by implementing different measures for its alleviation.
Due to the length of the crisis, and despite the measures we
had undertaken, which were agreed with the trade union
organization— temporary forced leave, reduction of the
base salary and salary compensation, and we finished the
year with redundancy.

e Undeterred by the current crisis with all daily repercussions,
in 2016 we realized 1.17 trainings per employee, compared
to 2015 when we have realized 3.63 trainings per employee,
in compliance with the legal requirements and the needs of
the operation process.

e We started preparations for implementation of a new HR
module which in relation to the human resources enables
high degree of following of an individual career.

e We have prepared a statistical analysis of the staff outflow in
the following years up until 2020 through legal bases for the
preparation of succession plan and compensation of possi-
ble empty spots in recruiting of appropriate personnel. This
is of great importance to us considering that this is a heavy
industry where even the replacement of process workers
requires a certain period of transfer of the experience with

; the performing of the process operations.

Representatives of FENI Industries along with the members of e The project “Through healthy life habits to higher work per-

the committee of the National competition for best social formance and quality life”, conducted by the HR, was award-

responsibility practices. - - " .

ed with a plaque at the National Competition for best social
responsibility practices.

“Take the business to a higher level”- attendance of a seminar
for social responsibility delivered by Irish experts.

OBJECTIVES FOR 2017

e Implementation of the Procedure of evaluation on employee performance. Given the complexity of the operation sys-
tem and the diversity of the workplaces, this procedure is implemented after a trial work period of three months and
during transformation of the employment status from temporary employment contract to permanent employment
contract.

e Extension of the retirement procedure on the base of service pension as a measure for alleviation of the crisis through
painless reduction of the number of employees (this is a legal option, by the will and agreement of the employees).

e Preparation and communication with the seller of the new HR module in order to accommodate it to our needs.

l l l CSR Report 2016 / FENI Industries



HEALTH AND SAFETY @FF-N'

FENI Industries continuously works on improvement and development of safe working conditions through organiza-
tional, technical, health, and educational measures. Despite the difficult economic condition (especially due to the low

nickel price), in 2016 the H&S Department succeeded to achieve a high level of safety of the workplaces through train-
ings and education of the employees, as well as the Management with its further engagement in the area of safety at

work.

Only with the management commitment, the employees involvement, and the complete awareness of the importance
of the safety and health at work could the workplace accidents be reduced or minimalized.

The reduced number of injuries points to the fact that the Management takes preventive measures timely, while the
employees follow the safety instructions, rules, and prescriptions of the workplaces and regularly use proper equip-
ment for protection during work.

HIGHLIGHTS IN 2016

e Raising the awareness for safety at work through conduction
of trainings for the management and the employees and
their further engagement in the area of safety and health at
work;

e Update of the Rulebook for Personal Protection Equipment;

e Monitoring and analysis of the injuries that have occurred
during working hours, identification of the same, and prepa-
ration of reports with recommendation of safety measures;

e Timely realization of the recommendations which the Safety
and Health at Work Office has identified during the conduc-
tion of audits;

e Continuous monitoring and control of the health of the em-
ployees of FENI Industries, Nova Engineering, Nova Logistics,
and Doniks through organizing of medical health checks.

¢ External training of five employees who obtained Certificates
for working in vicinity of sources of lonizing emissions;

e Attendance of seminars and participation with presentation
at a regional seminar for safety and health at work;

e Fire protection.

Exercise: Giving emergency medical aid on a person injured
during fire

OBJECTIVES FOR 2017

o Renewal of the Trainings for Construction machinery from the Safety at work aspect in accordance with the legislation
as well as further trainings and campaigns with topics which are part of specific workplaces;

e Performing regular audits from Safety and health aspect with preparation of Reports, with recommendations for imple-
mentation of all safety measures during work and use of personal protection equipment;

o Improvement of the safety at work by engaging the Responsible persons for H&S from different areas in mutual cooper-
ation;

e Upgrade of the system for management of contractors and suppliers;

o Revision of the Safety Statement and the risk assessment of all workplaces;

¢ Organization of regular medical checks for the employees with increased and medium to high risk;

e Continuity of the implementation of the fire protection measures.

CSR Report 2016 / FENI Industries . . .



@FEN' HEALTH AND SAFETY

Raising the awareness of the management and em-

ployees for safety at work through trainings and
campaigns

Despite the legal obligation for trainings, the H&S
Office conducts even further trainings and campaigns
for safety and health at work for all employees. This is
done in order to raise the employees’ awareness for
safety at the workplace, which will contribute to mini-
malize the number of work injuries, and increase of
the productivity and production.

H&S training of the Management team

From the activity program of the social responsibility team of FENI Industries, the Project titled “Through healthy life-
styles to better care for the health” in 2016 was continuously upgraded with topics related to the employees’ health. The
H&S Office in cooperation with the company’s doctor organized preventive presentation on the topic “Musculoskeletal
disorders from non-physiological posture”. The target group were the employees who spend most of their working

hours in sitting position. They were informed of the risks and preventive measures that should be taken for avoidance of
musculoskeletal disorder.

@--..

BEXEMW 3A OMYLUTAHE HA MYCKYNATYPATA
MPU PABOTA HA KOMMNJYTEP

HATME A BRATOT

il Sens Camee (SuTRAS 4 ReRd TS
Ty T3 L6 TRARETE =8 RSNTS Su =

i LI s = e s v
L ]

= i
=
PETET YO BA WA BPATOT -
i Pl Ay e e o pmeded i
s % — b p— -:"._'_-'“1'—"_-
ey e i i s M
t NOCPAT Al HA PAMERATA
s s pa—_ = I
= ~ 4
‘ ECTENHPRAE AA MO
e
- WCTETHYRASE Kk FOSHROT Roseensdanpin s blapcspigled
) . e oo i s I e
. . e D o e
Lecture on the topic “Musculoskeletal disorders from non- B T l
physiological posture”

\ -‘Tlmlﬂwt
of W g =2
3 ) 4 e

AT S 4 T AT RS, S TR T
e daia) v X - o

e e
L U ) Lt T I AL ]

el v

i o o s = g— e b
-

Poster: “Exercises for relaxing the muscles during work on a com-
puter”

Participation at the regional seminar “Mihajlovo” 5-7 May 2016,

with a presentation on the topic “ Assessment of the work envi-
ronment in the Industry”
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HEALTH AND SAFETY @FF-N'

Number of Health and Safety controls Number of injuries
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Health and Safety Indexes in 2014/2015/2016

FI ( Frequency index) = (the total number of injuries at work in the month x 1.000.000 hours i.e. index of frequency)/ total
number of effectively worked (paid) hours during the month

Sl ( Severity index) = (number of lost calendar days in the month due of injury at work x 1,000,000) / total number of
effectively worked (paid) hours during the month.

Fire protection

The planning of fire protection and rescue by FENI Indus-
tries means organization and preparation of the fire-
fighting forces, organization, observation and informing
about the fire occurrences, extinguishing and localizing
of the fires, rescuing of the people and saving material
goods from the facilities and areas threatened by fire.

Conducted fire protection trainings and exercises

The Fire protection unit
actively works and ac-
tively follows how
things are through reg-
ular preventive Fire
Protection audits in the
grounds of FENI Indus-

37
27

tries and organization
of trainings and practi- 17
cal exercises for fire 15
extinguishing and inter- 12
vention in case of inju-
ry along with the medi-
cal team of FENI Indus-

2012 2013 2004 2015 2016

Fire protection activities during inspection and control of PP

tries.

Exercise: Giving emergency medical
aid on a person injured during fire

Number of registered fires in Feni Industries from 2012 to 2016
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@FEN' ENVIRONMENT

The reduction of the effects on the environment caused by the company is still one of our main commitments,
despite the conditions of the global economic and financial crisis and the durable nickel market crisis. We con-
tinuously take special care on improvement of the ambient air quality, and furthermore we focus more and more
on reduction of emissions in the water, protection of the water resources, saving the water resources, and prop-
er waste management. The management and records of the produced and handed over waste are done in ac-
cordance to the Waste Management System.

The continuous ambient air monitoring system we have installed, shows that the quality of the ambient air in the
surroundings of FENI Industries is within the limits prescribed by the national legislative.

In 2016, FENI Industries operated in accordance with the implemented environment management system which
was in accordance to the requirements of the ISO 14001:2004 standard and prepared to upgrade to the newer
ISO version 14001:2015, which is to be implemented during 2017.

HIGHLIGHTS IN 2016

2016 was a critical year for us because we had a 50% re-

duction of the production, still:

e We installed a Bypass between both convertors, i.e. a
connection of the two convertors in front of the vents
was established. This activity was not a part of the Op-
eration plan;

e We continued to use of the biomaterial (olive seeds) as
biofuel as a replacement of lignite;

e We planted new black locust, cypress, and maple trees
within the factory;

e We continued to export the convertor slag (reduction
of the waste quantity);

e We handed over waste oils and fat to an authorized
company regularly;

e We signed a contract with a company for taking over of
waste batteries and accumulators;

e We prepared a Renewable Energy—Energy Efficiency
Brochure and it is a part of the Corporative Social Re-
sponsibility Report of FENI Industries;

e We purchased a drone for the monitoring of the envi-
ronment;

e The monitoring data is published on FENI Industries
website;

e There is a garden within the factory where we grow
different types of vegetables;

i e We conducted various tests on fruits and vegetables

View of the Main Gate of FENI Industries grown around FENI for metal.

OBJECTIVES FOR 2017

Improvement of the Recirculation of Waste Water System;

Planning and construction of a channel along the main streets;

Formation of a “Green Team” and regular cleaning of the main street which would reduce the fugitive emissions;
Planting of new trees and forming of new green belts;

Declaration of the electric furnace slag as a side product, same as with the convertor slag;

Finding use and with that sale of the electric furnace slag;

Increasing of the control of the permitted opening of the additional chimneys in Palletization;

Increasing the usage of biomass as biofuel, that is as an alternative fuel to lignite.
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ENVIRONMENT QFF-N'

Emission monitoring

FENI Industries is one of the rare Macedonian companies that continuously monitors the emissions. The SO2, NOx, and
CO emissions from both lines in FENI (palletization) are considerably under the emission limits prescribed by the valid
national and European legislatives. Dust emissions are under the Emission Limit Value (ELV) as well.
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Average monthly values on gases and dust received from the Continuous Monitoring of Emissions System

Monitoring of ambient air Mﬂrmﬂudmmmmzﬂndbmaﬂﬁ&h
FENI conducts continuous automatic monitoring on ambi- g _
ent air quality (PM10), in v.Shivec which is the closest pop- 5 |

ulated area to FENI Industries. The average value of the ;| s 2
hard particles PM10 around FENI Industries on annual level 5 | 2 » T 3
for 2016 is 27 pg/m3, and the daily value of PM10 particles  ,, | 18

was over 50ug/m3 only 17 days of the year which is in
complete accordance with the national legislative which |

permits exceeding up to 35 times. %‘ §F F § § £ & %’ Ly g X
g B 4 L] 3
=4 § 0§ i

marthly average value jug/m® s it value {pg/m)

Comparison of the ambient air in v.Shivec and in Kavadarci

The Environment Office in FENI compares the quality of the ambient air, more precisely the PM10 particles, in Kavadarci
to monitor the quality of the ambient air in v. Shivec. On the graph bellow it can be seen that PM10 particles value in Ka-
vadarci is higher in winter during the heating season.

Comparisan of the ambient air quality in Shivec and Kavedand 2004-2016
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@ﬂm ENVIRONMENT

Waters

On yearly level in 2016, we spent about 4 000 000 m3 technological and about 210 000 m3 sanitary water. The techno-
logical water in FENI Industries is used for furnace cooling, in the water dusting systems, and cleaning of the factory
streets. The sewerage waste waters are totally separated from the atmospheric waters and before they are released in
the Crna River where they are treated in the station for treatment of sanitary water— Putoks. The water balance for 2016

is shown below.
WATER BALANCE - FENI Indusiriss 2018
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Waste

In 2016 a total amount of 1 198 tons of waste was accumulated, not considering the slag which as an inert waste is de-

posited on our own slag deposit site.

For all types of waste, we analyze their origin and we collect them on a location for timely storage for waste, from where

they are taken from different companies with which FENI has previously signed a contract.

In 2016 we have handed over 1773 tones of waste to various firms which have authorization to take over different types

of waste, complying completely with the laws for waste management.

Quanitity of waste generated In 2016 by type (Total 1198 9 Quantity of waste delivered in 2016 by type (Total 17739
1z
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. . . CSR Report 2016 / FENI Industries

= metl
= municpel waste
* big bags
mator ol
Im
= plastic
= metal barrels of ol
= laad acid acosmulaor
= ¢lectronic waste
= medical waste



BUSINESS ETHICS AND ANTICORRUPTION me;

As an established continuity and practice in FENI Industries in 2016 we continued with the improvements in the busi-
ness ethics of the whole operation. The concept of ethic management—honesty, trust, and integrity is the starting
point of our company’s business practice and practice for accomplishing our set business goals and sustainable devel-
opment of the company. This practice of high ethical standards is implemented in all parts of the whole business of the
company starting with the employees, the management, the shareholders, and transferring the same to the suppliers,
the clients, the social community, and all concerned groups.

The implemented business ethics model in FENI Industries is not only for measuring of the results of the business
through reports, comparisons, and financial indicators, but also an evolved system which by ethical and open, trans-
parent manner according to the B2B (business to business) model levels its operation and relations to all suppliers,
partners, and associates in order to find common methods for advanced of the partnership and simultaneously to find
new partners and ethical recognition by the whole business community while keeping the established principle of zero
tolerance of corruption.

HIGHLIGHTS IN 2016
Supply Process
e Evaluation of the Suppliers relationship;
e Establishment of new relations with suppliers— partners;
e Evaluation of the Suppliers in terms of CSR aspect through the princi-
ples of the UN Global Compact;
e Purchase Procedure — improvements;
e Communication with the suppliers.
Concept for ethical governance
e Business ethics procedure;
e Award for ethical management;
e Participations in international CSR conferences.

" ONWTECT

OBJECTIVES FOR 2017

e Continuing and upgrading the fair and transparent purchase system,
further expansion of the number of approved suppliers, creating op-
portunities for entry of new suppliers;

e Revision and improvement of the quality management system;

e Continuation and preservation of the policy for ZERO TOLERANCE to

Representatives of FENI Industries on the National corruptive behavior;
competition for best social responsibility practices. e Continuation and promotion of the ethical management;

Award for best corporate social responsibility practices

The Ministry of economy and the National Coordinating Body on Corporate Social Responsibility (CBCSR) in November 2016
awarded Feni Industries for having one of the best corporate social responsibility practices of the Macedonian corporations.
The goal of this award is to promote positive practices of social responsibility and inspire introduction and further upgrade of
the corporate social responsibility.

FENI Industries as a socially responsible company received First Prize in the category of ethical management in large enterpris-
es category.

Business Ethics Procedure

Upon the initiative from the Human Resources Department, the people responsible for implementation of the I1SO sys-
tems and the Human Resources Office found that there is a need to improve the Business Ethics Procedure and change
certain segments of it so it can comply with the modern prescriptions for ethical business behavior. Also, from the imple-
mentation it was noted that we need to adjust the terminology to the valid laws and prepare a document which would
be applicable and compatible to the social practices of the business behavior in our society and beyond. After the update
of the procedure, the ISO team will prepare a training for its implementation on different levels of the hierarchy structure
of the Company.
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¢FEN! COMMUNITIES

FENI Industries has a vast experience in the area of commitment to the community and constantly contributes
for the development of the community. Even in this period of a lengthily crisis of the nickel market and reduced
production, the commitment towards the community remains a strategic commitment of FENI. We still support
projects which are a point of interest for a large number of citizens, but we also give other types of support: sup-
port of individual projects, humanitarian actions, support of marginalized groups, organization of student intern-

ships, collaboration with NGO’s and much more. As a tradition, this year again we organized the Eco Quiz, with
which we can show the collaboration between FENI Industries, the Municipality, the NGO’s and the primary
schools in the town. We continue to sponsor the basketball club named after FENI Industries of Kavadarci
which is a three-times champion of the First Macedonian Basketball League and a two-times champion of the
Cup of Macedonia.

HIGHLIGHTS IN 2016
e Sport and sport activities
BC FENI, the Academy, sport tournaments;
¢ Education
Student internships, seminars, congresses, Eco Quiz;
o For the youngest
Support of summer camps, socializing, donations;
e Associations and NGO
Collaboration with NGO'’s, participation in several eco-
logical actions.

Eco Quiz2016

OBJECTIVES FOR 2017

Considering the established continuity of investing in the community, FENI as a company will aspire to realize the long
term goalsin 2017 as well :

o Tikvesh Grape Harvest;

Support of the BC FENI Industries;

Development of new talents through the academy of BC FENI Industries;

Continuing of the Eco Quiz and

Continuing of the collaboration with the Children with Special Educational Needs Centre and School.

BC FENI Industries

For over a decade FENI Industries is the main sponsor of the basketball club that has the name of the company, through
which FENI Industries the company directly participates in the promotion of the sport.

At the same time, there is a basketball academy working alongside the club, which is represented by several teams that
compete in the youth categories. Main objective is to inspire the youngsters to practice sports.

We organize the traditional basketball tournament “Dimitar Gjorgjiev” in which both home and foreign teams compete.

www.kavadardg.com
BC FENI Industries
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Meeting the children with special needs
Once again, FENI Industries spent time with the children
special needs during the Easter Holidays, on the Easter
Egg Sale, the market, and we celebrated the Internation-
al Day of Persons with Disabilities together.

New Year’s packages

In 2016, Feni donated New Year's packages for the chil-
dren with special needs.

The smiles and laughter as well as the joy and happiness
that was reflected on their faces is the driving force and
inspiration for us to make all efforts and try to even
harder to create more happy moments which the chil-
dren will remember.

Cooperation with schools and NGO's

Every year, FENI Industries and the Ecological Society
“Tisovec” along with the pupils of the “Strasho Pindzur”
Primary School from v.Vozarci plant young trees. This
year the children from the third and fourth grade of the
“Strasho Pindzur” Primary School had an educational
training on how to properly plant young trees. The For-
est Business Bor of Kavadarci provided the young trees
that were planted in the factory’s yard.

oo S il T

Pupils of “Strasho Pindzur” Primary School from v.Vozarci

Eco Quiz

In December of 2016 we organized the annual Eco Quiz for the third time. The fifth-graders of the municipality took part
very enthusiastically and competitively in all phases of the Quiz: grade selection, school selection of the best grade and
the final competition of the best representatives of all grades. The final competition took place at the large cinema hall of
the Community Centre (Dom na Kultura) in Kavadarci and a large number of fans were present: friends, teachers, parents,
grandparents, and local media gave full account of the Quiz as well. Based on the comments and suggestions from the
last two competitions we made some software improvements. For technically-technological support of the quiz, the
manner of organization, and the structure of the competition we were approached by organizers of quizzes from other
areas and we gladly offer our help. The atmosphere, the knowledge of all finalists, and the joy of the winners melted the
hearts of all the people present in the hall.

R

The participants of Eco Quiz 2016
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The idea of FENI exists
since the 1950's with the
discover of nickel ore at
Rzanovo. At that time,
Macedonia was part from
Yugoslavia.

1953: Exploration works
on the deposit Rzanovo.
1962: 6 000 tons of ore
from Rzanovo were tested
in the smelter Larco in
Larymna (Greece). These
tests have confirmed that
this ore could be pro-
cessed by electric smelt-
ing.

1964: These reserves
were estimated by the
Geological Institute Skop-
je at 40 millions tons (with
1.06% Ni) and would give
a life time for the smelter of 20 years. Calculation from the geolog-
ical institute were reviewed and approved by the State Commis-
sion on Mining.

1967: Creation of the company FENI. From 1967 until 1975 were
employed 21 employees at FENI. Duties of these employees were
to evaluate the technical and economic feasibility of mining and
smelting Rzanovo ore.

PARLILAPTES (TATECS § WAAHS (HE

PR ol =
50 Years of the first employment at FENI: The 1st em-
ployee of FENI was Gjorgji Ruskovski. He was employed the 4th
June 1967, as director of FENI.

1968: FENI appointed the French Company Power Gas (Paris) to
prepare a pre-feasibility report. The project was divided in 2 parts:

° Mining part from the French company Penarroya —Paris

° Metallurgical part for the French company SLN (Société le
Nickel), already operating a ferronickel smelter in New
Caledonia.

[ ]

1971: Conclusions of this pre-feasibility study were that this pro-
ject would not be economically satisfactory with the processing of
the ore as it is;

1968 -1973: Additional experiments for the enrichment of the ore
from Rzanovo were conducted by the prof. Trajkov (University of
Skopje);

May 1973: Incorporation of research work from prof. Trajkov
in the revised pre-feasibility study from Compagnie Power Gas;

1973: Revision of the CPG pre-feasibility study by American com-
pany Hanna Mining Company. This revision validated globally the
pre-feasibility study. Testing of ore separation in their facilities.

1973: Making credit decision for the building of Feni with the
capacity of 21336 tons of nickel (Planned yearly capacity of 1 fur-
nace 10668 tons) and Rzanovo Mine with surface exploitation.

1973: Decision for building a railway line Kukurecani (Gradsko) -
Kavadarci-Rzanovo Mine.

1974: Change of the planned location for the factory from .Sopot
(3 km North of Kavadarci) to Shivec (its current location, 6 km
South from Kavadarci).

8th April 1974: Agreement between FENI -/ Jugotehna (import-
export—Belgrade) and American engineering and constructors
company Mc Kee.

The agreement with Mc Kee was divided as follows:

Test program;

Conceptual Engineering

Basic Engineering

Detailed engineering

Procurement

Services in Yugoslavia

1975: Contract with RTE Skopje for building a railway line Gradsko
-Shivec-Mrezicko (mine site).

December 1975: Initial Conceptual Engineering Study from
Mc Kee: The plant was designed to process 2 million tons of ore
from Rzanovo / year, targeting a production of 16 000 tons of
nickel in the form of FeNi. Description of the process in this study
is close of what was built.

1976: The Council of Feni made a Decision to build a rail Gradsko-
Shivec, and the Rzanovo ore to be delivered to Feni by a conveyor
belt.

1979: Main mining project from Mining Institute—Skopje. New
analysis of the ore reserves. Up to cote 717 there were 16.7 million
tons of nickel with 1.05 %Ni (with open-pit exploitation);
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The construction of the overland conveyor system (belt) Kavadarci was performed in 32.5 months, started 1t Febru-
from the mine Rzanovo to the smelter in Shivec — ary 1979 and ended 18t October 1981
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Biletin—April 1981. In beginning of August 1979
the mine Rzanovo was activated . Until January
1981, 1.3 million m? of waste was stripped (source:
Biletin February 1981)

pen y C 1auja Ha p n paboruure
3anaun opoj 6 " P 3a
1980 roguma, uanecysa

Pen. 3 RSP Fim 110
L s o3 Trititii

o i R 1. 01. 1980 r. 1980 r.
1.  Dpons. saen. Pyanuk 356 623
2. Ipona. saen. Tommm. 256 1112
3.  Ilpoms. saen. Humx. 74 100
4. PaG. sacn. 3aen. cay. 125 117
5.  Pab. saea. Hud. u pas. 3 50
BKYINIHO: 817 2002
6. TO03T ,Mepmepn” 76 76
7.  MOO3T Onur. cran.” 9 88
RN YA O: . GaZi i 2166

Number of workers (situation to the 15t January 1980
and planned for the year 1980):
Source Biletin—March 1980

FENI was placed on a trial production in March 1982. Over
2300 persons were employed in FENI, including plant and
mine Rzanovo.

In March 1982 the ignition of 1 furnace was completed. In
April the first metal was tapped and in June the first nickel
in the form of ferronickel. From the 4 000 tons of nickel
planned for 1982, 297 tons were produced.

The plan was to produce 6 000 tons in 1983 (4000 tons for
export, 2000 tons for domestic market) but this has been
revised to 4 000 tons.

I TOPUL A DL U ) AT S A

- BUATEH

LU brvi #
L

(PBHOT HHKET 3A H3B03

@ lippata npatea ox okoay 20 Tonu dpepormien npousneArd Bo
Tonuaunigara na Pean” maryea 3a Ascrpmja

Heogamnn, o Tomwainiata na Penn” ¢ #appiieda neflopaka Ha
NpENMTe KOMWHMHHK (hepoHnKen 3a crpancTeo. Mueno, ce pafoTu 3a oXo=
ay 20 TOHK BHCOKOKBAIMTETEH HuKen po obauk Ha depoHMEen 1WITo XM
& WCITpETeH HA efHa asTopeka hupva On madOpMANMHTE KO M J0-
o1 Baaammup IIykapos, ofrosoped 3a depoaerypn Bo TexHoxe-
Tan-Bapaap® Mapoa-yeos — opraiMsanmin npexy Koja ce peaamanpa
OBAL MPATEA, C¢ paloTH 3a HMKEA O BOHPeXHo Jofap KsaanTer CO Cco-
AP#HHA 01 aKOay 2; NOCTOTEN HHKEN n €O MHOTY Auﬁap cocTas Ha aApy
THTE ROPHCHM RoMmoneHTH, Bo TeKoT HA HADPEIHHMOT MEpPHOR Ce O4eKy-
BAAT ¥ HOBH MOroaes HMOH)E KiKo c0 ABCTpMja, Taka u cO HeKOM
ApyrH upsy on 3anag Tepmannja, Awranja, Hiseacka, Pomanmja,
Ioacka u APYIHTE eppolicKy 3exin.

MHaky, B0 TEKoT Ha jauyapu w saxayulio co 15 despyaps ,Denn”
HI AOMALTHHTE NOTPOLYBawn Ha 1 MY uMa Honmop no-
sefte ox 1100 vouw wa 22 1o 40 noctoren e a onue
i nenopaya Metaa-Iposer”, IMorpolrysaty Ha depoHnRenor Ha Pe-
HM" TMokpaj peke noamarute (Menesapata Pamne®, Jumawmara oz Bexa
rpaz, Aeneaapata ,Jeceinue”, H Bermt
puTe norpowrysawx Pane Kowwap" ox 3arped
BecT” # HENOM JDYTH, COOpeA Toa IITO IO GOyl B0 ,Penn’ 3a
LEI0KYIHKRTe KOAHSHHN MTO Ke ce np T BO TEKOT Ha
OBRE TOAMHA (OKoay 6.000 Tomm) ma ofealesen naacMan BO seMjaTa M
CTPRHCTBO,

| ce it Ho-
Tpoj”, EHeproms-

.

Total By ton Ni Total By ton Ni Total By ton Ni
Electricity (in MW/h) 835000 52.2 351433 124.9 820 000 41.0
Mazut (tons) 70 000 4.4 20955 7.4 72293 3.6
Lignite (tons) 188 200 11.8 57 670 20.3 199111 10.0
Coke (tons) - - 6730 24 1630 0.1

Source data: Analizata za proivodstvenite Moznosti, pazarite uslovi | finanski efekti na Proektot ‘FENI’- (1984) & Production report 31.12.2013

of FENI Industries
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HCOPAYAHH NPBHTE KONHYHRH
HA OEPOHHKEN

® BO TEKOT HA OBOJ MECEI NPBMTE TOHH <$EPO-HM-
KEJ 2A JOMAITHUTE KOPHCHMWITH.

MMAJEM ja so npeamma " o
MMKCR M MENES0 38 QOMAITHWOT MA3AD, HEROAKY AOMALIHN OPTaHisamse,
HA ODHE CYPORMNNA N ITPORIBOACTHO

o, Aa MM ce P
ToTeH (PEPO-HMKEN, CO TOA IITO OBO) KBLTNTET MM CBOIMONCYRD MCKOPHD
TYRAILE M HA WeIeaoTo,

Yeueynajin ja oBas norpela, HAKC Me ¢ NONHATO KOMCPIUJARRO-
7o nponseoacTeo, PEHM nM wanese Bo NPECpeT HA JOMALIHMTE MPCpa-
GoTyBaUM M MM TH MCOOPAYA NPUNTE ToMN HEpo-HKED NPOKABElOHN BO
TEROUNETO 1] £ M MPOUIBOACTRO.

Jpcera ce MCMOPAYARK Waj 100-THHE Toul (epo-HUKED 33 NOBERE
noTpOlUyRAYK Do deMiaTa Kake menesapriiara Jhocuwk®, PME Man-
jmn® — Bemuna, meaesapuuitata Jacenwnue” w ApyTH.

Co Toa pafoTHnTe ayfe of HAUATA OPraMMaailicin TM  HCTIOpAYE@a
NPENTC MPOWIBOAN HA NOTPOLIYBAMKTE WA (DEPO-HMKEN DO deMinTa.

Unplanned consumption of energy and raw material

In the period January — October 1983 there was production of
2413.5 tons of nickel (in the form FeNi), and a monthly produc-
tion from very variable intensity (from 115 tons in October 1983
to 429 tons in August). This was 12.9% from the plan in the case
of the lowest production and 48.3% in the case of the highest
monthly production.

The consumption of electrical energy for 1983 (until October)
was 113.6 MWh/ton of nickel (which is 120% more of the plan).
Consumption of mazut higher 139%, lignite 37.4% and coke
175.3%.

From January — October 1983, the consumptions were 306 mil-
lion kwh, 18 900 tons mazut, 53 900 tons lignite, 6400 tons coke.

For the year 1983: 2836 tons nickel: 47,3 % of the plan for 1983
(351,4 million kwh, 20 955 tons mazut, 57 670 tons lignite, 6730
tons coke).

In this period, 77,5% of the produced nickel was for the domestic
market, and only 22.5% for export.

According calculation provided by FENI, losses are about 6610
million dinars in 1983 (equivalent to 53 millions USD loss with an
exchange rate dinars / USD in 1983: 125 dinars = 1 USD).

Looking for improvement—Expertise and counter-
expertise

Stakeholders of FENI (FENI, Municipality of Kavadarci, Stopanska
Banka - Union of bank Skopje, Jugobanka-osnovna Banka Skopje
and Stopanska Komora Macedonia) were then looking for im-
provements. They needed, according resolution of the parlia-
ment of the Republic of Macedonia, to find solution.

4t June 1983: Offers from various companies and institu-
tions were received: Metallurgical Institute Ljubljana, Metallurgi-
cal Institute Hasan Brkik — Zenica, Economical Institute Zagreb,
Institute for economics of industries — Belgrade, Institute for Cop-
per MSC Bor, Mining Institute—Belgrade, Institute for chemical-
technology and metallurgical investigation — Belgrade, Economic
Institute — Skopje, University Centre for mathematic and tech-
nical sciences - Skopje.

11t June 1983: The meeting of the stakeholder concluded
that MSC Bor and Institute for economics of industries Belgrade
were the best offers. An agreement was signed with these com-
panies. They had 4 months to propose solutions.

Analyses for possible productions, market potentials and finan-
cial effect were prepared and provided on the 22" December
1983.

Additional expertises were requested (University center for
mathematic and technical sciences Cyril and Methodius — Skopje,
Metallurgical Institute — Belgrade, Metallurgical Institute Zenica).

8 November 1983: Mining Institute Belgrade was chosen to
be the reviewer of the analysis of MSC Bor. Mining Institute Bel-
grade declared the analysis of Bor very good and suggested con-
tinuation of the production despite the current negative effects.

Estimated cost of FENI in 1984.

The total estimated cost when FENI was erected is 295
million USD in 1982. According analyses from Metallurgi-
cal Institute Bor (Serbia), the total amount was much
more, estimated to be 603 million USD (including interest
rates and variation of currencies rates—sources: Kontra-
verzite na FENI—Cvetko Stojanov -2015 and Predlog na
stavovi, merki | aktinovsti va vrska so Analizata za proivod-
stvenite Moznosti, pazarite uslovi | finanski efekti na
Proektot ‘FENI’- (1984).
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Stoppage
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22nd December 1983: The analysis for production capabili-
ties, market possibilities, and financial effects for the FENI
project was received and reviewed by the stakeholders. It
was recommended that production continues.

8th May 1984: The Parliament of the Republic of Macedo-
nia made the decision for the stoppage of the production
of nickel (as ferronickel) and recommended to the Munici-
pality of Kavadarci to follow this decision.

26th October 1984 : The Municipality of Kavadarci en-
forced this decision.

Splitting the complex

FENI was planned and built as an integrated complex. Fol-

lowing the proposal from 1984, this complex was split in
individual units. What ever could work independently
would do so. For example, the mechanical workshop be-
came an individual entity in 1985 (CMER). This workshop
worked in Macedonia and provideed services to other
companies.

Split of the complex FENI

The mining part from Rzanovo became an independent
company, Rudkop. This company then started working
from 1986 in a mine in Bosna. When the war of Yugoslavia
started, in 1991, Rudkop came back to Kavadarci.

The complex FENI had also its own technical gas station
(to provide oxygen to the metallurgical plant). In 1986, this
unit was dismantled and transferred in Skopje in Techno
Gas (today SOL See).

CSR Report 2016 / FENI Industries




@m; APPENDIX: A BRIEF HISTORY OF FENI

AN
DEHHMAK
-

In 1991, with the dissolution of Yugoslavia, Macedonia be-
came an independent country. This independency raised the
idea to restart the dormant complex. The factory could gener-
ate foreign currencies that would help the new country.

A consortium of 12 companies was established, FENI MAK

Name of the Company|, .. .
(shareholders) Activity S0
Electric Power Compa- |Production & Distribution of

) . 27.5%
ny of Macedonia electricity
Makpetrol Fuel supply 26.3%
ZOIL Insurance of assets & persons 12.2%
Tehnogas Gas supply 8.5%
Vatrostalna Fireproof materials 7.5%
Fershped Transport 4.0%
ZTP-Skopje Rail transport 3.0%
Kontinental-Bitola Trading company 3.0%
Makmetal Consulting engineering 3.0%
Zelezara Steel production 2.0%
Tehnometal Import—Export 2.0%
Alkaloid Production of medicines 2.0%

Each of these companies participated in the restarting and
functioning of FENI MAK.

FENI helps the restarting with the sales for 3 million of USD
from the sales of the trapped metal from the cold electric-
furnace. The electricity was supplied by the company Electro-
Stopanstvo (Electric Power Company of Macedonia), part of
the consortium. The liquid fuels (heavy fuel oil and diesel)
were provided by MakPetrol.

The first production of nickel from FENI MAK (1200 tons) was
given as a guaranty for the new independent country to pur-
chase its first quantity of naphtha and derivatives.

A difficulty of this new company was that there are 2 manage-

ments: FEHIMAH
° 1 public management from FENI (the ‘old FENI’) 4
° 1 management from the consortium FENI MAK

In 1998, the nickel price was very low, around 3700-3900
USD / ton, and the company was closed in January 1999.

Cerawxa cocTojsa 94 CrcTe- Crtynmunia
M!Tll‘.- -
I X %I 3aumja Ir. II r. III r.
Pynuux 122 122 121 86 160 290 330
TonuadHua 397 397 400 404 325 347 347
Oapxypame 307 307 EDE] 332 170 170 170
Npunpema 27 27 27 53
JaenHuuku cn. 80 81 80 B
¥npasa 10 10 10
BrynHo: 943 944 947 961 93 086 1. __’-__h

Number of workers at FENI MAK in 1994. Consider-
ing that today (in 2017) we have no employee at the
mine, the number of employees in 1994 at the time of
FENI MAK was similar with the number of employees
today (821 in 1994, 840 in 2017).
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1999: FENI MAK stops with 700-800 workers. 14t August 1999. Blocking the road Gradsko - Ka-
Then, the Union (14 persons) with 5 engineers created a vadarci
‘strike board'. This board, made of 19 persons represented

the rest of employees.

1t march 1999: Protest in front of the administrative
building at FENI MAK. On this day the requests from em-
ployees was presented:

° FENI must be sold and must work;
° Furnace must be kept hot;
° From previous management, not one can be on

function in the next company;
° During the time of the strike, the State must pro-
vide 6 000 denars / month.

24%  September 1999. Information from Vasil
Tupurkovski (vice-prime minister): FENI would have some
investors.

The plant was then kept in ‘hot maintenance’ for 18
months. These activities were done by 700 employees
(shift of 150 employees / months). Electric-furnace was
kept hot. The State paid the electricity. The salary was 7
000 denars (115 euros), the same for any employee, from
simple worker to director.

30t Match 2000: Despite all previous information that
a strategic partner would be found , FENI was not restart-
14t March 1999: Prime Minster Ljubco Gjorgievski ed. A new blocking of the road was organized.

and Vice-Prime Minister Vasil Tupurkovski come at FENI.

They announced that despite all loses (they stated thatin 04" November.2000. Minister of Economy, Borko An-
the period of FENI MAK, since 1991, the losses are 90 mil- dreiev, announces that FENI would be sold to French in-
lions dollars), FENI would not be closed. vestors SCMM.

For the next 6 months, FENI was prepared to be restarted.
The start of FENI Industries would be the 15t July 2001.
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1st July 2001, FENI restarted under the name ‘FENI Industries’.
At the beginning, FENI restarted first with 1 rotary-kiln and 1 elec-
tric-furnace. FENI Industries then used only the ore from the mine
Rzanovo. FENI Industries got a free economic zone (Donix = Doli-
na za Nickel -Nickel Valley).

April 2004:. With the start of the rotary-kiln number 2, FENI for
the 1st time in its history works with 2 rotary-kilns.

During the “French time’, the production increased gradually but
remained comparable to previous years. The nickel price at that
time was also low (around 5000 USD/ton).

2005: FENI Industries was sold to new shareholders, BSGR (Israel)
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and IMR (England). FENI Industries then became a member of the
new mining and metallurgical group Cunico Resources (Cunico is
an acronym with Cu standing for copper, Ni for nickel and Co for
cobalt) because the group has subsidiaries in Africa also for cop-
per and cobalt industries.

Cunico Resources acquired the nickel smelter in Kosovo NewCo
Ferronikeli in 2006. In 2012, Cunico acquired its first mine in Gua-
temala, Guaxilan in 2012, and then the 2" mine Mayaniquel, in
2014.

The entrance of these new shareholders combined with a signifi-
cant increasing of the nickel price gave the signal for a boom in
the development of the company.
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In 2004, the production of nickel was 5 300 tons. In 2005, this pro-
duction reached 8100 tons and since then it has increased year
after year to reach 20 000 tons in 2013.

In February 2011, FENI bought back FIORD that became NOVA
Engineering (previously was part of the 15t FENI under the name
CMER -Centralna Masinska i Elektro Rabotilnica- and then FIORD-
Fabrika za Industriska Oprema | Rezervni Delovi). This acquisition
gave to FENI the ‘means of its ambition’. NOVA Engineering then
accompanied FENI with the continuous development of the plant.

In 2006, with the starting of the 2nd electric-furnace (EF1), this was
the 1+t time in the history of the company that the plant worked
with 2 rotary-kilns and 2 electric-furnaces. However, the crisis of
2008 has forced FENI to stop 1 of the 2 electric-furnaces (EF2).

In 2008, this was the world financial crisis. The
nickel price has not escaped from the general
mood and fell below 10 000 USD/ton. FENI has
forgotten that such prices were the rule until
now and that a price above 10 000 USD/ton was
an exception. When the price was high in 2006-
2007, FENI has increased its production costs by
using expensive foreign ores that must be dried
(high moisture). The price of the heavy fuel oil
(mazut) was also high at that time (600 euros/t).
The decreasing of the price in 2008 was a shock
and FENI stopped 1 electric-furnace at that time.
Employees were gathering in front of the Gov-
ernment in Skopje to request help from the
State.

Another consequence of this crisis was the dis-
missal of 100 employees from the Company.
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This increasing of the production was not achieved simply,
but was made possible thanks to a constant development
and innovation of the existing process. Until 2005, the best
yearly production was 5313 tons. It is remarkable that the
production was almost multiplied by 4 in a period of 9
years, and this without adding new production unit (such
as rotary-kiln or furnace). FENI was then able to force its
destiny thanks to investments combined with technologi-
cal innovations and optimization of its existing process.
These changes had 2 objectives:

1. to increase productivity

2. to decrease production costs

2005: Start of importing richer ore from Indonesia and Phil-
ippines. The nickel content from the mine Rzanovo was
0.91%. With these new ores, the nickel content was now
around 2%. However, these new ores (wet, 35% humidity)
have forced FENI to invest in additional driers.

2006: First granulation line. Until now, FENI has always pro-
duced ingots. Producing granules of ferronickel has some
advantages, for the Producer (Feni) and for the Customer.
For the Producer, not need to manipulate and strap all in-
gots on pallets. For the Customer, granules could be placed
on conveyor belt and added anywhere in the process, with
the exact needed quantity.

2006: Start of the 2" electric-furnaces (for the 1t time in
the history of the company that the plant worked with 2
rotary-kilns and 2 electric-furnaces).

2007: 1st additional Drier ‘Bernardi 1'.

2008: 2 additional; driers ‘Bernardi 2’and ‘Bernardi 3'.
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2010: South and North by-pass (screens, feeders and belt).
The North by-pass was installed from Delta Veld whereas
the South by-pass was entirely designed in FENI/Nova Engi-
neering (ex-CMER, ex-FIORD).

South by-pass

North by-pass

2011: License to co-incinerate shredded tires up to 15% of
the solid fuel (then in 2014 up to 25%).

2012: Fine fraction (from stockpile to pelletizers via K7).
This allows to stop using dryers and milling. Until this
change, the ore was dried first, then pulverized... and then
watered again in order to be pelletized. Because we are
using now more wet ore (original ore from Rzanovo has a
moisture of 2%), the fine fraction of the ore is directly sent
to pelletizers.

2013: Starting to use biomass (residue from olive oil manu-
facturing) to substitute our fossil solid fuels (lignite, steam
coal).

2013 (September): New burners for rotary-kilns from
mazut to a combined mix mazut/pet-coke. Pet-coke is a
cheaper fuel (at that time) than mazut. This change shall
decrease the production costs.

2014 (May): Pet-coke burner for drier ALC.

2014 (Sept.): Pet-coke burners for the afterburner line 1.

r ' o

Inauguration after-burner pet-coke line 1

2015 (February): Pet-coke after-burner line 2
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Cumulative production: If we consider that the plant was initially planned to produce 16 000 tons Ni during 20 years, this makes
a forecasted production of 320 000 tons of nickel. By the end of 2016 232 183 tons of nickel were produced at Kavadarci. The life time of
FENI is not finished yet.

The story of FENI is an integral part of the life and development of Kavadarci. With current employees, 3599 workers passed
through FENI. During the construction of the complex FENI were also built new houses (202) in Kavadarci in order to ac-
commodate personnel and management coming from all places from Yugoslavia.

FENI has been and continue to be a real place for building multiculturalism and exchanges between people from all hori-
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New neighborhood (Straso Pindzur—Kavadarci 1979)
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