Caracas, November 05, 2018

To the Shareholders and Board of Directors of
Siderurgica Venezolana “Sivensa”, S.A.

Report on the financial statements of Siderurgica Venezolana “Sivensa”, S.A., and its subsidiaries,
prepared in accordance with the Norms and Instructions of the Superintendencia Nacional de
Valores [National Superintendency of Securities]

1. Inour capacity as Examiners appointed by the Regular Stockholder’s Meeting of November 30,
2017, we inform you that we have examined the consolidated financial statements of
Siderurgica Venezolana “Sivensa”, S.A., and its subsidiaries (Sivensa or the Company), which
comprise the consolidated Statement of Financial Position on September 30™, 2018 and the
related consolidated Income Statements, of comprehensive income, the turnover on the equity
accounts and cash flow for the year ended on that date, expressed in constant Bolivars based
on the last National Consumer Price Index (INPC) published by the Central Bank of Venezuela
(BCV), as well as the summary of the most significant accounting principles and practices and
explanatory notes. As of the date of issuance of this report, the last INPC published by the BCV
was on December 31%, 2015.

Responsibility of the Company’s management for the financial statements prepared in accordance
with the Norms and Instructions of the Superintendencia Nacional de Valores

The management is responsible for the reasonable preparation and presentation of the
consolidated financial statements of the Company, prepared in accordance with the Norms and
Instructions of the Superintendencia Nacional de Valores (SUNAVAL). Our responsibility is to
express an opinion about said consolidated financial statements based on our examinations. This
responsibility includes to design, implement and maintain the internal control connected with
the preparation of the financial statements so that they are free of material errors, whether due
to fraud or mistake, to select and apply the adequate accounting policies and to realize
reasonable accounting estimates, according to the circumstances.

Responsibility of the Examiner

3. Our responsibility is to express an opinion about the consolidated financial statements of the
Company and its subsidiaries as of September 30, 2018, based on our examinations. We carry
out our examination in accordance with the International Audit Norms applicable in Venezuela.
These norms require that we meet certain ethical requirements, planning and realizing the
review to obtain a reasonable assurance that the financial statements do not include significant
errors.

4. An examination includes the execution of procedures to obtain evidence about the amounts and
disclosures included in the financial statements of the Company and its subsidiaries on
September 30™", 2018. The procedures selected depend on the opinion of the examiner, including
the evaluation of the risks of significant errors in the financial statements, whether due to fraud
or mistake. In the process to realize this evaluation of risks, the examiner must consider the
relevant internal controls, so that the entity can fairly prepare and present its financial



statements, in order to design review procedures adequate to the circumstances, but not with
the purpose of expressing an opinion about the effectiveness of the internal control of the
Company and its subsidiaries. A review also includes the evaluation of the appropriate use of the
accounting policies and the reasonability of the accounting estimates realized by the
management, as well as the complete presentation of the financial statements. We consider that
the evidence we have obtained from the review performed is sufficient and adequate to sustain
our opinion.

Opinion

In our opinion, based on our examinations and in the report emitted by the firm of independent
auditors, the consolidated financial statements attached to the inform, examined by us, fairly
present in all their important aspects, the consolidated financial situation of Siderurgica
Venezolana “Sivensa” S.A. and its subsidiaries on September 30", 2018, and the consolidated
results of its operations, equity accounts movements and cash flow for the year ended on that
date, in accordance with the SUNAVAL’s Norms and Instructions and therefore we recommend
their approval.

Emphasis on Issues

On September 30™, 2018, as indicated in the report issued by the independent auditors, the
consolidated financial statements attached to said Report, were prepared on the basis of
accounting principles applicable to an on-going enterprise. Due to the issues indicated in the
following paragraphs and explained in detail in the Note 1 of the Inform of the Independent
Auditors, there is uncertainty about the final resolution of those issues, which could affect the
continuity of this condition.

As indicated in the Note 1 of the Inform of the Independent Auditors, on May 21%t,, 2009 the
“nationalization” of the subsidiary companies of International Briquettes Holding (IBH) was
announced, Venezolana de Prerreducidos Caroni “Venprecar”, C.A. (Venprecar), and Orinoco
Iron, S.C.S., Sociedad en Comandita Simple (Orinoco Iron). On February 5, 2010, the Venezuelan
State assumed the control of Venprecar and Orinoco Iron. During 2009, the managements of
Venprecar and Orinoco Iron contracted the services of independent evaluators, who realized
appraisals of the machinery and facilities to determine the depreciated replacement value of the
assets as of June 30™, 2009. Said appraisals were updated as of September 30%", 2018 and the
value of the aforementioned updating is higher than the carrying value of the investments in
enterprises in the “nationalization” process at that time.

8. As indicated in the Note 1 of the Report of the Independent Auditors, the expropriation of the
plants and other industrial assets, owned by the subsidiary Siderurgica del Turbio S.A., (Sidetur)
was publicly announced on October 31%, 2010. Subsequently, in the Official Gazette No. 39,544
of November 3™, 2010, it was published the Presidential Decree No. 7,786 (Expropriation Decree)
mandating the compulsory acquisition of all the movable and real property and benefits owned
by Sidetur and its subsidiaries and affiliates enterprises. During 2009 the management of Sidetur
contracted the services of independent evaluators, who realized appraisals of its real property,
machinery, equipment and facilities to determine the depreciated replacement value of the
assets as of June 30™", 2009. Said appraisal was updated as of September 30", 2018 and the value



10.

11.

of the mentioned updating is higher than the carrying value of the net assets in expropriation
process and assets object of appropriation at that time.

At this moment, it is still unknown which will be the amount, opportunity and currency of final
payment of compensation that Sivensa will receive and/or its subsidiary companies from the
Venezuelan State, in relation with the previously mentioned processes of “Nationalization” and
“Expropriation”. Consequently, there is uncertainty as it is not possible to anticipate the effects
that the resolution of these situations may have on the consolidated financial statements
attached to the report emitted by the independent auditors, of Siderurgica Venezolana
“Sivensa”, S.A.

As indicated in the Note 22 of the inform emitted by the firm of independent auditors, the
Company, for purposes of additional analysis, presents as a supplementary data, the
consolidated statement of financial situation in constant Bolivars, based on the last National
Consumer Price Index (INPC), published by the Central Bank of Venezuela (BCV) prepared
according to the Company’s accounting basis, described in the aforementioned Note, which
differ from the SUNAVAL’s Norms and Instructions.

As indicated in Note 1 of the inform emitted by the firm of independent auditors, on July 2018,
the National Government enacted the Decree No. 3,548, published in the Official Gazette No.
41,446, announcing the monetary reconversion, which consists of the elimination of five zeros
from the present monetary cone, in order to simplify the transactions, computing systems and
accounting items. Said restatement came into force on August 20, 2018, and every amount
expressed in national currency was converted to the new currency, dividing by Bs. 100,000. The
management of the Company adapted its systems for the compliance of this norm. For
comparative purpose, the figures presented in the Company’s financial statements as of
September 30™, 2017, were expressed in the new unit of the monetary system.

Luisa Elena Tovar Martin Gonzalez
First Main Commissioner Second Main Commissioner
C.P.C.No. 7,214 Economist No. 2,246



