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Business
profile

Converteam is a world leader in power-conversion engineering, customizing solu-
tions that convert electrical energy into mechanical performance, and vice versa.

These solutions are mission-critical to the customer’s process and their value is far
greater than their place in any overall investment. Our unique approach is based
on an in-depth understanding of both processes and client needs, enabling us to
offer the most efficient solutions while lowering environmental impact.

Converteam’s portfolio of solutions combines systems built around three core
components: rotating machines, variable-speed drives, and process automation
and controls.

Serving specialized segments as well as our core markets in the Marine, Oil & Gas
and Offshore, Energy and Industry sectors, our teams provide effective responses
to customers around the globe.

Our offering ranges from design-only to turnkey systems, installation and com-
missioning, and is backed by a wide choice of services. With over a century of
recognized experience in electricity and power electronics, we draw on a wealth
of proven talent and successful innovation in the international arena.

TOTAL ORDER INTAKE
(In € millions)

1500

2006 2007 2008

NUMBER OF EMPLOYEES
(Including temporary staff)
6000
5333
5000

4000

3000
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ORDER INTAKE BY MARKET
IN 2008:

13.5%

Merchant Marine
Naval

0Oil & Gas
Offshore
Renewables
Power Generation
Metals

Other industry
Service




CHAIRMAN'S
MESSAGE

In 2008, our Company experienced two
events of significant importance. One

of these was the enlargement of our
shareholder base, which we triggered,
managed and completed successfully. The
other, which we certainly did not ask for,
was the financial crisis.

Enlarging our shareholder
base

In the three years following our November 2005 LBO
with Barclays Private Equity (BPE), spinning us off
from Alstom, the size of our company tripled and its
value was multiplied by 20. Over the same period, we
evolved from a loss-making and relatively disorgan-
ized business into a small multinational company.

This, in turn, led us to launch a second LBO process
early in 2008, to prepare for the next step of our devel-
opment by starting with our shareholder base.

This second LBO, successfully completed in September
2008, implied raising €1 billion in debt funding and
resulted in the company being owned in strictly equal
parts by three partners: Barclays Private Equity, which
optedtoremainashareholder; LBO France, another very
prominent Paris-based private equity firm; and the man-
agement and the employees of our company.

The success of this operation, together with the quality
and the reputation of our private equity shareholders,
was the best possible demonstration of the financial
world’s confidence in our company, since it was execut-
ed in a very difficult environment and despite the
collapse of Lehman Brothers, our main debt arranger,
two weeks before the funding operation.

Moreover, we are convinced that having one third of
our company owned by management and employees
is the best way to secure our future, since this changes
the nature of the relationship between the people and
the company.

The financial crisis

There is no doubt that the steep, sudden economic
slowdown triggered in September at the peak of the
financial crisis adversely affected our company. Most
of our customers—in all our markets and in all coun-

tries—froze their capital investment decisions as ac-
cess to financing suddenly became impossible, or to
await greater visibility in their markets.

The result was very low order intake in the second
half of the year, making 2008 as a whole a no-
growth year for new orders. Fortunately, through
good execution and our very healthy existing
order book, we managed to increase our revenues by
26% (33% excluding exchange-rate impact) and EBIT
by 32% to more than €160 million (42% excluding
exchange-rate impact).

Safety measures

Paradoxically, the biggest challenge our company is
facing as a result of the crisis is not the slowdown
itself but the lack of visibility in our markets.

What are the short-term measures we must take to
get through this period of slow growth, while preserv-
ing all our strengths and resources so as to resume
strong growth once markets recover?

Responding quickly, we immediately implemented very
strict hiring — and capital expenditure controls. At
the current stage, however, we prefer to “protect” our
strategic investments (R&D, information and commu-
nication systems, and development of our emerging
units, mainly in Brazil, China and the Middle East).

Analyzing the crisis

Looking at the five more or less equal parts of our
business, we anticipate different trends in each as of
early 2009:

* 0il & Gas: provided oil remains above $40 a barrel,
we believe that this market will be the least affected
by the crisis and we are maintaining growth targets

* Energy, especially Renewables: the sudden drop
observed reflects very difficult access to capital for
our customers, and we do not believe it will last since
this industry is a key candidate for national economic
stimulus programs, particularly in China and North
America

e Marine: we believe that the cruise-shipbuild-
ing business, closely linked to consumer markets, will
be very hard hit

e Metals will be also very negatively impacted as
the economic slowdown, combined with the crisis in
the automotive industry, further reduces demand in
a market that had surplus capacity even before the
crisis

e finally, we believe that Service Business across all
our markets should not be too hard hit, as we expect
our customers to spend more on maintenance of cur-
rent assets if they plan to delay investment in new
facilities.

Looking ahead to 2009

Although it is too early to forecast precisely
how the current economic crisis will develop
and when we can expect it to bottom out, at
Converteam we are very confident in our abil-
ity to manage our way through this difficult period.

We will be drawing on major strengths that include:
= sound, skilled and committed people overall

= determined managers who now own part of the
Company

= a business model that makes us fast-moving and
flexible, allowing us to shift resources on short notice
from one country to another, and from one application
to another, to take advantage of opportunities as they
arise

= a very healthy balance sheet despite debt raised
through our second LBO

= strong, sound shareholders with Barclays Private
Equity and LBO France.

Pierre Bastid
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A clear focus
On our core
strengths

For Converteam, 2008 was shaped by two major
developments:

« the sale of our company and our second LBO, which
allowed us to reassert our business strategy and
positioning, capitalize on our values and pursue the
continuous improvement program initiated in 2006

» the economic crisis that started to affect activity

on our markets in the second semester. Together our
strong international presence and the diversification
of our markets help make our company more resilient
to a variety of risks that might derive from the current
economic situation. But in this context, we are also
focusing greater and more rigorous attention on our
internal processes, fostering excellence and developing
indicators to closely monitor the impact of our actions
on our results.

A change — and continuity

As a result of the financial crisis, 2008 was a
no-growth year for Converteam, with order intake
at e1,373 million, compared to 1,426 million
in 2007, and sales at €1,099 million. Yet despite
these figures and based on the three-year period
since our first LBO, Converteam showed well-
balanced, world-based growth.

While financial results are one measure of
success, achieving a strong performance over
time hinges on other indicators as well. Converteam
has built its success on a clear business strategy
covering two main periods: a return to funda-
mentals from 2005 to 2006, and the development
of our Excellence in Execution (EiE) program
since 2006, extended in 2008 under the name
Operational Excellence.

During the first of these two periods, we formal-
ized our business model and positioned ourselves
in the international arena, building on high-
end engineering and the deployment of made-
to-measure solutions integrating leading-edge
technologies. The second stage, under our
company-wide program Excellence in Exe-
cution, was essential to reap the full

benefits of expertise available in our
group by streamlining our methods and
processes. Today initiatives are underway around
the globe to build on Operational Excellence, and
anew business culture is taking shape, harnessing
shared experience, a willingness to consider new
ideas, ongoing improvement, and the capacity to
innovate by taking into account the major energy
challenges of the future. This quality-oriented
approach is built on recognized competencies,
healthy financial results, and diversification of
markets and geographical presence.

Together these factors made up a sound and
promising basis for the sale of Converteam
initiated in early 2008. This was finalized on
September 29 by a second LBO representing
nearly e2 billion, one of the year’s and sector’s
largest. Today we have three major share-
holders: newcomer LBO France, with 1/3 of
capital; Barclays Private Equity France, our
initial shareholder, with 1/3; and Converteam
management and staff with the remaining third.

Which reflects our employees’ determination
and commitment to developing the company in
keeping with our own founding values and the
highest standards of performance, ethics and
responsibility.

Increased globalization

To support continuing growth in emerging
economies as well as customers’ global strategy
of lowering costs, Converteam consolidated its
geographical expansion in 2008. Our units in
Brazil, South Korea, and Russia experienced very
strong growth, and we set up a commercial and
service presence in Algiers to better address the
North African market. In China, we confirmed
our industry leadership by supplying converters
to the very fast-growing wind power business.
Although first steps in this breakthrough date
back to 2006, we crossed a new threshold this
year with the start-up of Prowind drive assembly
in Shanghai.

United Kingdom
« Rugby

« Kidsgrove
* Glasgow

Germany
 Berlin
* Essen
 Frankfurt
« Stuttgart
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As part of a comprehensive strategy based on
providing our customers with local offering and
lowering costs, we also started building a new
factory for rotating machines in China. Measuring
20,000 sg. m, this new plant is dedicated to
motors and generators, and is located in Yantai
(Bohai Bay).

Yantai was chosen for its geographical appeal
plus the robust industrial activity of both North-
East China and the coastal region extending
South to Shanghai. It will also give us conven-
ient access for exports into other Asian coun-
tries, and for service to customers in the Oil &
Gas, Marine, Wind and Mining sectors.

The new factory will start production in 2009
and is designed to meet all Western quality
standards necessary to serve local high-end
industries. And it will definitely enhance our
presence in China and Asia.

BRCARING CEREN.ONY
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Maintaining
very close
ties to our

customers
IS a priority,

backed by a dedicated
business structure and
methodology.

Customers at the forefront

At Converteam, maintaining very close ties to
our customers is a priority, and to enhance this
focus we have adopted a dedicated business
structure and methodology.

Our approach is built primarily on units charged
with developing geographical areas and build-
ing close relationships with local customers.
To maximize our in-depth understanding of
customers’ processes, we have added to this

geographical dimension a “market segment”
approach. This seeks comprehensive under-
standing of our end-users’ business models and
technical processes in each of our ten market
segments. We rely on “Market Segment Leaders”
charged with three main cross-unit missions:
strategic analysis of the market, marketing and
communication, and sales force coordination.

In 2008, this network was reinforced with the
launch of “Segment Marketers™. Their mission is
to enhance Converteam’s marketing capabilities
by structuring our business intelligence process,
formalizing our value proposition and further
developing our marketing and sales tools.

Thinking across disciplines while maintaining a
constant focus on market requirements makes
the difference in customer relations. To build
this bridge between business ideas and trends
in technology, Converteam’s marketing structure
works closely with R&D experts, through Product
& Offer (P&0). Our P&O network harnesses a
tried and true process to match demands from
the customers (“market pull”) with the latest
innovations from our R&D teams (*“technology
push”).

One part of Converteam’s stepped-up focus on
the “voice of our customers” is a global customer
survey designed to track client satisfaction and
measure progress at regular intervals. In 2008,
this was successfully tested in two of our business
segments (Metals and Marine), collecting
input from nearly 100 customers and feeding
a continuous improvement process. In 2009
the program will be extended to all our market
segments.

Committed to energy-
efficient solutions

Faced with the global energy challenge, custom-
ers focus on advanced solutions designed to
limit energy consumption and environmental
pollution while ensuring optimum performance
for their processes.

At Converteam, we are at the heart of power
conversion technology, and a major actor in
power generation and power transmission
equipment, as well as a key enabler of energy
efficiency in the solutions we provide to our
customers.

In 2008, we launched an in-depth analysis of
the energy savings that derive from the use of
our solutions, e.g. a switch to variable-speed
solutions, energy optimization through our systems
approach, use of high-efficiency components,
and more.

During the year, we also became an authorized
“Motor Challenge Endorser”. Motor Challenge
is a European Union initiative promoting energy
savings in the industry: 70% of electricity is
consumed by electric motors, making variable-
speed drives a key lever for energy savings. The
Motor Challenge thus promotes variable-speed
systems to end users—a field where Converteam
has a clear competitive edge.

10day Bunayien
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|| Aliving strategy
1 for excellence

Today globalized markets, world economic trends and
competitive pressures set the pace in a fast-changing,
tremendously challenging business environment. To
keep our competitive edge and sustain growth, our
Excellence in Execution Program (EiE), initiated in
2006, acts as a catalyst for change, fostering a

robust spirit of continuous improvement and entre-
preneurship to create value for our customers.

The EiE concept stems from our ability to link functions
together. Ideally this means nurturing interdependences,
creating an environment where links between each
player are totally clear, and where each Converteam
unit takes full responsibility for its contribution to
projects. We capitalize on our cultural wealth and best
practices, and get multicultural teams to work
together on shared projects and business goals.
Which, in turn, means being ready to learn from others,
acquire new skills and share, building on facts and
results because they provide clarity and rally people
around.

The
Excellence

INn Execution

Program
(EIE) acts as
a catalyst for
change.

Setting up standards
and tools

To become best-in-class—one of our corporate
goals—in 2008 we developed common rules
and tools that harmonize our way of working
across the company and provide a benchmark
to analyze performance in the same way across
all units.

The operational metrics and standard ap-
proaches managed by the four EiE Councils help
us measure the effectiveness of our functional
strategies. EIE SMART, an application launched
in June 2008, nurtures our business acuity
over time by providing a central tool for data
control.

Opened in February 2008, the EiE web portal
gives access to a broad variety of operational
information that keeps Converteam employees
constantly alert for progress, new solutions and
opportunities. By sharing spontaneous initia-
tives, success stories, general definitions and
Q&A on this website, we now connect people
and trigger an EiE mindset of continuous impro-
vement company-wide, forging a true corporate
culture. In addition to the EiE website, a
handbook published in June 2008 sets out
external and internal targets, framed in terms
of EiE principles, providing practical instructions
and references.

Rewarding shared
initiatives

Entrepreneurship is highly valued in our com-
pany culture. And in 2008, internal prizes were
awarded to our internal expert teams, rewarding
their success in the following areas:

 strive to develop a culture of continuous
improvement

= develop constructive approaches, robust
methodologies and processes, and find new
solutions to better serve our customers

< deploy methodologies used in one area to
generate more momentum in another

< turn borders into alliances and become global
< deliver value for the benefit of our customers
< love to “Greatly execute Great things together”.

Gold Award:
Prowind 1.5 transfer
from Germany

to China

Converteam Shanghai plays a crucial role
in the sky-rocketing Chinese market for
renewables. The Prowind 1.5 assembly

line and test facility set up in Shanghai ex-
pands our capacity and ability to cope with
Chinese demand. This project reduces costs

as well as transport lead times, increas-
ing the level of technical support and
services in the local language and currency.
It also helps lay the groundwork for a

local supply-chain capability to serve our
customers on time and at the desired level
of expertise.

Silver Award:
Marine Service
Pod dry-docks

This innovative dry-dock service lets us
dismantle the inboard part of the pod,
remove the pod, and replace rotating
bearings in record time. Developed by
the Marine Service’s French unit, it has
already been deployed successfully.
Our highly innovative process relies on
outstanding coordination with various
international partners and results in
flawless execution, perfect logistics
planning, and teamwork subject to strict
time constraints.

10day Bunayien

Silver Award:

Gaz de France—21 compression
stations—10-year maintenance
contract for drives & motors

Providing state-of-the-art maintenance
service is crucial for Converteam and,
again, requires a perfect understanding of
our customer’s needs and expectations.
This maintenance contract is the largest
ever signed by the French unit Service
Department. It encompasses preventive
maintenance, curative maintenance proce-
dures & costs, management of spare-parts
inventories, obsolescence management,

a 24/7 hotline, 24/7 remote diagnostics,
Converteam specialists on site within

8 hours, and a project manager (fleet man-
agement). It requires close coordination
with our rotating machines and the Oil &
Gas business teams.
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Re-engineering
our way of
working

To reach our ambitious Excellence in Execution targets,
we identified clear, high-performance goals that will
help keep us surpassing ourselves—stretching our
limits. Operational Excellence is a way to serve our
customers on time and live up to expectations from
the tender phase to after-sales services. Finally,

it helps reduce the impact of market changes in one
area through shared, coordinated initiatives, bolstering
demand and providing resources and competencies
upon needs.

Overall, our focus in 2008 remained improving both
project management and internal manufacturing
processes, removing bottlenecks and optimizing supply
management. We strongly believe that challenging
our way of working, together with improved
teamwork, is a major differentiating response to the
new market situation.

Challenging
our way
of working

IS a major
differentiat-
Ing response

to the new market
situation.

Global Project
Management

With the EiE Global Project Management (GPM)
system, our objective is to establish a management
system that allows us to execute projects of
increasing complexity simultaneously across
units while minimizing risks.

Multi-unit projects now benefit from greater
cooperation, making global teamwork a reality.
The frst step, defning a GPM framework, was
completed in April 2008. This sets out decision-
making principles and the rules of engagement
that allow units to work together. The system is
based on a core team that uses the same struc-
ture for every project but may have different
members according to specific needs. Projects
are divided into categories depending on their
scope and complexity, with a steering committee
supervising each category. The GPM system enables
units to dialogue on performance and costs, with
visible benefits in terms of scheduling and mar-
gins. Customers will quickly reap the rewards as
units work together to design the best global
solution from the tender stage.

To enable cross-group cooperation and sharing,
knowledge capture and communication, com-
mon GPM tools are defned and a project man-
agement solution is set up. The aim is to put
in place an all-encompassing tool covering
planning, execution monitoring, resource

management and, in some cases, even produc-
tion. Progress is monitored and actions imple-
mented throughout the project with a view to
worldwide deployment in 2009.

International sourcing

Because a competitive cost structure and supplier
base is crucial on our markets, we pursued and
expanded our action plan to identify strategic
commodities during the year. Twenty-two are
now managed at a global level by Key Commo-
dity Managers (KCMs) who are physically located
in the countries concerned and manage a network
of lead buyers appointed by all units.

Data and methodology structuring was another
main objective in 2008. It included the definition
and implementation of a common commodities
classification and the creation of a methodology
to be deployed across all units. In addition, we
conducted a project data management to eval-
uate opportunities for globalization.

To take advantage of opportunities on fast-
growing emerging markets to lower costs, we
opened an International Purchasing Office
(IPO) in Chennai, India, during the year. Using
in-depth analysis of estimated global gains
for our four largest units in five strategic com-
modities, we also set up a new International
Purchasing Office in Shanghai at the beginning
of 2009, in addition to the existing local sourcing.
As a result, our sourcing initiatives in Leading
Competitive Countries (LCC) reached 12.5% of
total purchases in 2008, 4.5 points more than
in 2007. We have already developed long-term
relationships with suppliers in Eastern Europe,
particularly in Romania, and in India and China
where our markets are growing.

Lean deployment

Making continuous improvement and cost reduc-
tion core principles for Excellence in Execution
means exploring every possible way of achiev-
ing productivity gains and increasing efficiency
in our daily activities. At Converteam, we first de-
ployed a lean culture approach in 2006, and this
became an active part of our business culture
in 2008. Today 11 sites are assessed every
month. In addition, at least one lean engineer
per site supports and tests continuous improve-
ment initiatives from design to delivery of our
solutions.

More than 1,000 employees attended a training
course combining theory and practical simula-
tion to familiarize them with the concept. And a
host of other courses (including 5S, Kaizen and
SMED) took place in our units, involving staff
members from all functions (Finance, Engineering,
Sourcing, Manufacturing).

In 2008 these initiatives began to pay off,
with facilities in Glasgow and Kidsgrove (UK)
—uwhich were first off the mark on our “lean
journey”—rewarded for their excellence in
operations. South of Paris, our workshop in
Massy implemented a forecast planning to
better monitor resources, and redesigned its
shopfloor layout to meet rising orders for
MV7000. Berlin conducted a series of Kaizen
workshops on its product lines to meet a steady
rise in demand.

10day Bunayien
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Technology & Product
transfers between units

In 2008, one application for cooperation
between units was Technology & Product transfers,
whether to develop new markets or to favor
convergence around a unique standard. The
most significant initiatives are:

¢ implementation of a new ProWind
assembly line in Shanghai, based
on the Berlin model: in keeping
with our original business plan,
the Chinese unit set up a new line
including assembly and testing for
1.5MW wind converters, in order
to serve the booming Chinese
wind market. Shanghai executed a
flawless launch to reach output of
nearly 300 units in 2008

¢ implementation of a new MV7000
assembly line in Betim (Brazil),
building on the Massy (France)
model: the Brazilian unit was
congratulated by the customer for
their first project manufactured in
Betim (six MV7306 drives for Bully,
an oil prospecting ship). This
implementation was achieved on a
very tight time schedule for local
sourcing and training.

Setting Innovation
trends

Because innovation is the key to making our
customers more competitive in the future, it lies at
the heart of our strategic positioning. Today
Converteam R&D teams worldwide are working
together to safeguard our technological leadership
while translating innovative ideas into marketable
solutions.

Medium-voltage drives,
a key component of
Converteam solutions

After rounding out our range of MV7000 with
the new 6.6kKV 24MW, the 36MW solution and
the 3.3kV 3MW drive, in July 2008 we released
the MV7000 Evolution, a new version of our
very successful range of medium-voltage drives.
It offers a footprint reduction of about 20% (one
cabinet less), and a high performance control
system based on the PECe.

For situations such as subsea applications,
where reliability is at a premium, we have de-
veloped a redundant topology. This uses the
so-called 2S5+1 power arrangement and a
multi-controller architecture allowing oper-
ations to proceed even if components fail.

10day Bunayien
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In 2009, two major developments are planned:

¢ launch of the MV7000 Advanced
family. Thanks to an innovative
patented power electronics
architecture, this new version will
supersede any existing medium-
voltage drive in terms of power
density and output frequency. The
switching speed will be more than
double the existing MV7000, and
current capability will be multiplied
by 1.5. This Advanced family targets
both high-speed Oil & Gas
applications and medium-to low-
speed motor control in Metals and
Marine markets

¢ a complete package for remote
monitoring of any system based on
MV7000 drives, in order to optimize
customer support and service.
Associated with a 24/7 control

center, this will improve system
availability and performance, while
reducing maintenance cost.

Permanent magnet
solutions for wind energy

In the third quarter of 2008 we delivered the
first prototype of a Direct Drive Permanent
Magnet Generator for wind energy to Siemens
Wind Power after successful  testing.
This impressive unit—the biggest generator
ever built by Converteam—delivers 3.6MW
at 14 RPM.

It allows direct connection of the turbine to the
generator without any intermediate gearbox,
with a subsequent increase in reliability, making
it especially appropriate for offshore installations
where access is limited by weather and sea
conditions.

An alternative consisting of a permanent
magnet generator for a one-stage gearbox
windmill has been also designed, manufactured
and fully tested by the customer. Output power
of 5MW makes this product particularly well
adapted to the latest generation of windmills.

With these two designs—direct-drive and one-
stage gearbox—Converteam offers the wind
energy industry highly efficient and cost-effec-
tive generators that can be combined with our
low and medium-voltage drives.

Active stator

Active stator technology is a patented concept
allowing harmonious fusion of rotating machines
technology with power electronics. It takes the
best from DC machine concepts and AC machine
reliability, allowing significant torque increase
for similar mass and footprint.

A first modest prototype of a rotating machine
using active stator technology was produced
and tested during the year, showing exception-

al performances and paving the way for larger
machines already being designed.

High-Temperature
Superconductor rotating
machines

A frst HTS (High-Temperature Superconductor)
machine fully designed and manufactured by
Converteam was produced for the Ulcomap
project. This prototype, delivering 250kW at
1,500 RPM, used specific composite materials
to insulate the low-temperature rotor (-240°C)
from the output shaft.

As part of the Hydrogenie program (part of the
EU FP6), in 2009 Converteam will deliver a
1,700kW 214 RPM HTS generator for a hydro-
power plant in Germany. With a smaller mass
and footprint, this will deliver some 30% more
power than existing units, demonstrating our
ability to provide robust HTS solutions to indus-
trial sites.

Converteam is also pursuing the design of a very
high-power windmill HTS generator that repre-
sents a reduction in mass of about 40% compar-
ed with conventional solutions, paving the way
for windmill projects of L0MW or more.

High-speed motors
(MGV)—widening range
and applications

High-speed motors used for gas compression
in Oil & Gas, but also for water pumps and
air- or COq-related processes, offer customers
high-efficiency, low-footprint solutions together
with low maintenance costs thanks to gearless
coupling.

In 2008 we went through a successful cost-
reduction program that led to significant
savings of nearly 10%. Our objective in 2009 is
to expand our range of solutions to cope with
both higher power (up to 35MW, 7,500 RPM)
and lower power solutions (below 5SMW and up
to 19,000 RPM).

Posei2don project:
Working towards a
totally green ship

Converteam has been awarded a major R&D
project from the EU FP7 to make “clean” fully-
electric propulsion systems more viable across a
much wider range of vessels.

The “Posei2don” project aims to combine the
benefits of Converteam’s new generation of
superconducting motors and generators with
new advanced DC architecture. The result will
be substantial reductions in equipment size
and weight, making fully-electric propulsion an
option for a broader range of vessels than is
possible today.

Plans call for a land-based demonstrator of the
final developed system to be built and tested
during the project.

The resulting exceptionally high levels of
efficiency and flexibility of operation will reduce
both fuel consumption and the greenhouse
gases produced by shipping.

1oday Bunayien

The “Posei2don”
project aims to
combine the
benefits of

Converteam’s €W
generation of

super-
conducting

motors and
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2008, a year of
business
consolidation

2008 is characterized by a very strong first semester
for Converteam (+30% order intake compared to H1-
2007), while the second semester was impacted by
the financial crisis (-18% order intake compared to
the first semester). Overall, Converteam finished the
year roughly at the same level as 2007.

Converteam’s markets were hit by the global crisis in
the second semester of the year: the Metals market,
in particular, experienced a strong slowdown. This
was due to the collapse of the automotive market
and the subsequent and sudden reduction of metals
demand after more than five years of continuous
growth. The Merchant Marine segment also showed
a decrease for both cruise ships and LNG tankers,
which had been only partly anticipated after a
buoyant 2007.

On the other hand, the Oil & Gas market continued
to show sustained activity, even after oil prices

fell in the second semester, with a particularly strong
level of orders in the Offshore segment. Finally, the
Renewables sector saw very strong growth, mainly in
China and the USA.

In 2008, Converteam confirmed its position
as industry leader in most of its main
markets:

- Marine

- Oil & Gas (including Offshore)

- Energy (Power Generation & Renewables)
- Industry (by developing new sectors)

- and Service.

Two factors helped us maintain our position in
markets where our applications are used:

= increased demand for electrical as opposed
to mechanical solutions, with customers more
demanding in terms of reliability and availability
= increased demand for variable-speed solu-
tions—products at the heart of Converteam’s
business model—compared with fixed-speed
solutions, due in particular to growing concern
with environmental and energy-saving issues.

Marine

As a general rule, the Marine market suffered
from a reduction in total orders in the industry,
in particular in the Merchant Marine segment,
due to the reduced demand for cruise ships in
conjunction with the global financing crisis on
the one hand, and to the current overcapacity
in LNG carriers on the other hand. The Naval
market was able to sustain a significant growth,
due to the launch of large projects in the U.S.
and the UK. As a result of both market segments
evolutions, Converteam saw a 10% decrease in
order intake in this activity compared to 2007.

Y Merchant Marine

In Merchant Marine, diesel-electric solutions are
an excellent response to the call for reducing
operators’ fuel consumption and environmental
footprint. Here Converteam is well positioned
with a high-performance propulsion solution
based on induction motors supplied by our
MV7000 converters.

Despite a reduction in number of orders,
Converteam has maintained and even improved
its position as a leading supplier of electric
propulsion systems designed for both cruise
ships and LNG carriers.

This year, the cruise market accounted for seven
new ships, down from 14 in 2007. Converteam
was well positioned with almost 60% of the
electrical market.

We were awarded orders by Fincantieri for
Oceania Cruises and Costa Crociere, and by
Meyer Werft for a sister ship to that ordered in
2007.

The LNG ship market is also down, with fve
Dual-Fuel-Diesel-Electric (DFDE) LNG carriers
ordered versus 12 in 2007. Although stronger
than anticipated, this decrease is mainly
explained by overcapacity with regard to
refining capabilities.

Here too, Converteam maintained its position
with 60% market share of the electrical market.

Korean shipyards Samsung Heavy Industries and
Daewoo Shipbuilding & Marine Engineering
have both placed new orders with us. Samsung
has confrmed two additional large DFDE LNG
carriers for BG Group plc, while Daewoo has
confrmed a fourth LNG carrier for Knutsen OAS
Shipping.

Capitalizing on the know-how and expe-
rience acquired in the cruise and LNG sectors,

Converteam is now turning to other categories
of merchant ships.

In ice-class ships, for example, Converteam
SEMEA was awarded a contract for a feasibi-
lity study on electric propulsion systems for
icebreakers.

> Naval

Development projects remain a major component
of our work for the navies of the world and bode
well for future orders.

Our long-standing relationships with the U.S.
Navy and the Royal Navy of the UK continued
to develop throughout 2008, and Converteam
consolidated its global leadership of electrical
systems supplier for the high-end naval industry.
Major contracts include the DDG 1000, and
T-AKE programs for the U.S. Navy, as well as the
CVF aircraft carriers for the Royal Navy, the HMS
Queen Elizabeth and HMS Prince of Wales.

In North America, our largest project is the
next-generation Integrated Power System
Converter for the U.S. Navy. This involves devel-
oping converter technologies such as alternate
circuit topologies, comparison of press-pack
and flat-pack devices, and evaluation of silicon
carbide semiconductors. The key objective is to
provide the Navy with greater power density for
the next generation of warships. In 2008, the
IPSC project moved from a conceptual analysis
phase to preliminary design. Construction of the
first prototype power modules is scheduled to
take place in 2009.

In Northern Europe, a sample of notable projects
includes plans to install a DC distribution
architecture  demonstration system at our
Whetstone facility (UK) and the development
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of a high-power density Advanced Propulsion
Motor (APM).

Another busy year was characterized by the
continuation of the Type 45 Destroyer program
with the successful completion of sea trials for
HMS Daring and HMS Dauntless. These Type 45
ships represent a milestone in electric propulsion
in naval markets. Billed as “The world’s most
advanced warships” the-state-of-the-art air
defense destroyers boast a high-voltage 4.16kV
integrated electric propulsion system, a first for
a front-line combatant vessel.

Our Naval teams remain extremely busy in the
pursuit of many active prospects for surface and
sub-surface vessels for the navies of the world.

Oil & Gas
(including Offshore)

In 2008, Converteam activities in the Oil & Gas
and Offshore markets experienced significant
growth (+43% order intake compared to 2007),
mainly driven by the buoyant Offshore market,
in particular but not only in the first half of the
year. The Oil & Gas market obviously benefted
from the very high oil barrel prices during the
frst semester of 2008. However, a very high
level of activity was maintained even in the se-
cond semester, when barrel prices decreased,
which proves healthy fundamentals for the
sector.

Y Oil & Gas

In the Oil & Gas market segment, Converteam
provides solutions designed to drive compres-
sors and pumps, allowing customers to improve
production efficiency while complying with
environmental standards. Its integrated high-

Oil & Gas
and Offshore
EGS

experienced
significant
growth

(+43% order intake
compared to 2007).

speed solutions developed in partnership with
compressor manufacturers offer many benefits
and advantages acknowledged by gas trans-
portation and storage companies. In 2008 we
won many contracts using this technology with
a total of 12 high-speed motors and associated
systems.

Our MV7000 drives are recognized as parti-
cularly reliable and well adapted to Oil & Gas
applications, as shown by an order booked
with Flowserve to supply variable-speed drive
systems for Abu Dhabi Crude Oil Pipeline
(ADCOP). Converteam is now continuing to
expand this range to cover higher power level
requirements.

We secured several projects in gas transportation
based on this technology, among them a major
contract from Beijing Huayou Gas Corporation
for the Shannxi pipeline’s Xingxian station with
our partner Dresser Rand. This contract is a real
breakthrough for Converteam in the Chinese Oil
& Gas market.

Also in 2008, Converteam further expanded its
flow of activities in fixed-speed applications,
with an increased activity with pump and com-
pressor OEMSs.

» Offshore

2008 was a year of record-breaking achieve-
ment in virtually every aspect of our Offshore
business.

Demand remained very high for our power-
generation and electric-propulsion solutions,
with shipyards fully occupied throughout the
world. The main growth driver was a sharp
increase in offshore exploration outlays, mainly
driven by high oil prices in the first half of the
year, and rig shortages. In particular, a major
contributor to Converteam’s Offshore business
was demand for drilling vessels (27 units in
2008 versus 11 in 2007).

A record-breaking 108 dynamic positioning (DP)
control systems were processed through our
Systems Test area in the UK, with eight being
witnessed and accepted by various customers
and certification bodies in one week alone. A
large share of these achievements were made
possible by improvements to efficiency—Lean
Program—uwith very significant savings in time
taken and therefore in overall costs of testing
these generic systems.

Our C-Series of Vessel Control Systems (VCS)
was well received by the marketplace and record
levels of new orders were received, along with
expansion of the range to include the C-Series
Portable Joystick.

Korea continued to be a major source of orders
for large integrated systems comprising power
generation/propulsion, Vessel Control Systems
and DP systems.

Worthy of note was a contract for two integrated
propulsion/VCS/DP systems for two newbuilt
ice-class semi-submersible drilling vessels for
Russian Gazfot, a 100%-owned subsidiary of
Gazprom. These vessels will be jointly produ-
ced by Samsung in Korea and by the Vyborg
shipyard in Russia, and will operate on the
Shtokman field in the Barents Sea.

We also received our first contracts from an
Indian shipyard in an order for comprehensive

electrical and automation packages. These are
part of two sets of equipment for Greatship
ordered through Mazagon Dock shipyards in
Mumbai.

2008 saw the development and application of
our Active Front End (AFE) drive solution for
electric propulsion systems. This configuration
offers radical reductions in overall equipment
size, weight and cost, all of which were factors
contributing to Converteam’s success in
securing the first order for such a system. It will
be installed on a pipelay vessel currently being
built for Ezra Holdings Ltd. of Singapore.

Energy

The Energy activity remained overall flat for
Converteam in 2008, with a still fast-growing
Wind segment (+17% order intake) but a
decreasing Power Generation segment.

Y Renewables

The positive political environment for renewables
continued throughout 2008, given the world’s
growing energy needs and green energy initia-
tives.

In the Renewables segment, Converteam supplies
electrical systems consisting of converters and
generators, as well as power quality equipment,
which are at the heart of the wind turbine and
the wind farm, respectively.

In 2008 Converteam confirmed its market
leadership as an independent supplier of conver-
ters. Key customers include Siemens Wind Power,
Repower, Multibrid, DongFang, Suzlon, Nordex
and BZD.
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While we were strengthening our European
positions, we were also launching our converters
assembly in China, complementing our European
facilities. This new assembly line produced
the first hundred sets of wind converters for the
Chinese market.

With the growing market for wind power,
demands on the technical response of wind
turbines are also increasing. In 2008 Converteam
launched an innovative new ProWind FRT (Fault
Ride Through) type converter to meet all current
national and most international grid connection
requirements. We have also made substantial
progress in developing a highly innovative
high-performance PECe controller and powerful
air- and water-cooled power stacks for low-
voltage drive solutions. In 2008 the concept was
fully validated on prototypes and a number of
patents were filed. The pre-series are now in
production and will be completed in 2009.

With the European Union calling for 20% of
energy requirements to be met with renewable
sources by 2020, the deployment of large off-
shore wind turbines will be necessary in the com-
ing years, due to the relatively cheaper cost of
wind energy compared to other types of renew-
able energies (solar or wet renewables) and to
space limitations onshore.

In the context of this promising offshore wind
market, Converteam has developed a Direct
Drive Permanent Magnet Generator (DD-PMG)
technology. A first successful demonstration of
this technology took place in 2008 with a Sie-
mens Wind Power test turbine in Denmark. This
DD-PMG technology complements wind gene-
rators (DFIG and hybrid) already designed and
manufactured in our product range.

Over the past few years, we have also been
deeply involved in power generation from

Demands
for wind

turbines
are
INncreasing.

the sea and rivers, including waves, tides and
currents. Contrary to wind energy, now a mature
and acknowledged market, this new field is still
at an early stage and we are working closely
with well-known universities and other partners,
to speed up marketing of innovative solutions.

Y Power Generation

The energy market has once again experienced
robust growth. As a result saving energy supply
and increasing productivity in conjunction with
ever-increasing availability are the requirements
facing modern conventional power stations.
Converteam is well positioned with its efficiency-
boosting solutions with a large range of Starting
Static Frequency Converters (SFCs) and Static
Excitation Units (SEU), that are used for turbines
and large synchronous machines. These appli-
cations are dedicated to thermal, hydroelectric
and even nuclear power stations, and target
both new and existing power stations, with a
customer base consisting mainly of OEMs.

Converteam strengthened its position in power
plant auxiliaries offering key process equipment
and auxiliary drives. A powerful range of low and
medium-voltage converters is available for the
variable-speed drive solutions for boiler feeding
pumps, circulation pumps, exhaust and draught
fans, conveyors and other auxiliary drives.
Converteam also offers a wide range of turbo-
generators for gas, steam, and hydro turbines.

¥ Transportation

Converteam continued to develop its activities

in the Transportation sector, as demonstrated
by service contracts with London Underground
in the UK and BCRTC in Canada. The Hesop
tramway substation in La Rochelle (France),
jointly developed by our SEMEA unit and Alstom
Transport, was also successfully tested.

Industry

This activity was one of the most severely hit
by the financial crisis in the second semester
of the year, in particular in the Metals segment.
For Converteam, this translated into a 35%
decrease in order intake in Industry compared
to 2007.

> Metals

Converteam’s main focus is on drive and auto-
mation solutions for the production of steel,
aluminum and other metals. Drawing on
in-depth knowledge of customers’ processes,
our range of drives and control systems covers
every stage in production, from smelting to
finishing. We target greenfield sites as well as
existing plants undergoing renovation.

In 2008, we confirmed our positioning on the
metals market with major contracts in Europe,
China, India, USA and Brazil. Our efforts to
develop our activity in the Middle East and North
Africa were rewarded by a contract signed with
ArcelorMittal Annaba.

As an engineering company with an interna-
tional presence and global activities, Conver-
team is aware that innovation, transparency,
flexibility and quick response are key custom-
er requirements, especially for modernization
projects. The customer survey launched in 2008,
dedicated to the metals industry, gave us

excellent feedback on needs as well as how our
customers qualify the performance of Conver-
team. We are extremely grateful to our users
because of their contribution to the survey as a
proof of confidence.

Y Material Handling

In 2008 ports were reporting traffic increases
and major investment programs for environ-
mental issues took place.

Customer demands on cranes continue to grow
from day-to-day. Existing resources must be used
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more efficiently; vizualization, analysis tools
and interfaces to higher-level logistics systems
must be improved and speeded up continuously.
Converteam is well positioned with its efficiency-
boosting solutions, supplying not just power
electronics equipment for the cranes, but also
complete automation solutions with innovative
features.

An outstanding order book for ProCrane
converters for cranes confirms our strong position
as a supplier of complete electrical equipment
solutions for cranes. End-users who benefit
from the competence of Converteam include,
for example, HHLA CTT Hamburg, China State
Shipbuilding Corp. and Eurogate in Hamburg
and Bremerhaven, as well as customers in the
Mediterranean and Middle East regions.

Converteam’s service won a number of upgrade
orders, e.g. two ship-to-shore cranes at Tilbury
on the River Thames, four stacking cranes at
Haifa port, a Goliath crane at HDW shipyard Kiel
and multipurpose cranes at Ashdod port.

Converteam also supplied major customers
including Tenova, Sandvik, FLSmidth, Takraf and
Gerdau Acominas with electrical solutions and
equipment for reclaimers, stackers, car dumpers,
ship loaders, large conveyors and overhead
cranes.

In 2008 Converteam entered the new market
for offshore cranes when GustoMSC awarded
us a contract for two units to be installed on
a converted vessel and a barge. The contract
covers delivery and installation of full electrical
equipment for one 4,000-ton heavy-duty offshore
crane and a 550-ton heavy-lift offshore crane.

With the sharp slow-down of worldwide trade,
one of the main drivers of this segment, 2009 is
announced as a difficult year for this activity.

Y Test Benches

The boom in demand for wind power units
in the higher power range also triggered
growing demand for new test benches. In 2008
Converteam signed new contracts for high-
performance test equipment for gears and
generators, up to and including complete
nacelles with related simulation software—from
vibration testing through to simulation of wind
behavior.

We are market leader for test bench solutions
for complete nacelles, gear boxes and generators,
and the list of international installations equip-
ped with Converteam test bench solutions is
growing steadily.

Our contribution to greener future is not only
imminent in the wind industry, by helping to
improve the quality of windmills, but just as
obvious in the automotive market, where
Converteam is playing a leading role. We design
and supply test benches in R&D for the devel-
opment of new vehicles, with a particular em-
phasis on fuel optimization, e.g. in the hybrid
and electric vehicle sector.

We also provide solutions for the automotive
industry for combustion engine simulation,
power trains, vibration simulation, gearbox
testing and wind tunnel applications, with a cus-
tomer base consisting mainly of OEMs.

Y Mining

In Mining, Converteam is one of the only sup-
pliers able to deliver multi-megawatt induction
motors suitable for use in mine-winding applica-
tions, and as such is able to take full advantage
of these robust and cost-effective solutions.

In 2008, Converteam benefited from the
growing activity in the Mining industry. Major
contracts include a contract for mine winding
equipment for Sifto Salts, a salt mine near Lake
Huron in Ontario (Canada).

Service

Converteam solutions are backed by com-
prehensive services that match the needs of
customers operating on both national and

international markets. Through Regional Busi-
ness Centers (RBC) worldwide, our customers
have ready access to reactive, preventive and
predictive maintenance, 24/7 hotline assis-
tance, customer training, technical support, and
more. We can provide optimum support from
the first stage of projects through to technical
assistance, maintenance contracts and renovation.
And thanks to RBCs, our service teams respond
to our customers’ on-site requirements in record
time.
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Fostering talent
and developing
skills

In 2008, Converteam’s workforce continued to grow
and a new active recruitment program raised the
total number of employees to 5,300. Engineers and
high-tech staff account for 51% of this total. The 15%
increase in staff benefited not only units in emerging
countries (India, China, Brazil) but also main units,
especially our Northern Europe, Central, Eastern
Europe & Russia, and North America teams, in line
with our growth and rising market demand.

Recruitment efforts capitalized on employer branding
and innovative tools (online job fairs, internet job
postings, ads) to achieve our global objective. Special
efforts were deployed to integrate new hires through
local programs developed in each unit.

Employees geographical breakdown

. Chinese units

Indian units

12.5% B semea

Commitment to career path
development and training

At Converteam, continuous management of
employee career paths is backed by annual
appraisals and senior executive reviews. Together
these ensure that our people are the best candi-
dates for the position they fill, while helping to
identify talents worth investing in. And thanks to
our global organization, we offer opportunities for
international mobility, backed by recent initiatives
aimed at assisting our expatriates in their day-to-
day lives and facilitating administrative procedures.

¥ Striving for excellence in people

In 2008, we set up the Converteam Academy to
support employees’ personal development and
enhance competencies in critical areas such as
project management, sales, leadership and
sourcing. In one year, we trained 400 people,
representing over 1,100 training days.

At the same time, training plans were reinforced
at unit level, and investment in this area increased
everywhere.

¥ Communication as a main stream

Each year, a group-wide in-house survey gives us a
better grasp of people’s expectations. Results serve
as a basis for improving working conditions and de-
fining action plans, and with participation reaching
60% this year, they showed real gains in employee
satisfaction. Local initiatives have been taken to
meet employee expectations and encourage better
internal communication in each unit. Throughout
the Group, a network of 150 senior managers has
been created to relay information and strategic
priorities to employees at local level. Improving
managerial communication will be a priority for
2009, with specific training developed to better
promote our business model and company values.

Following the second LBO and new shareholding
structure, employees will be given an opportunity
to invest in their company, allowing them to be
directly associated in their company’s success for
the first time.

Health & Safety: towards a
zero-accident culture

Safety at work is an ever-present concern, and EHS
policy is supported and promoted at the highest
level of our company.

Figures acknowledge improvement since 2007,
thanks to the implementation of vigorous measures
and our willingness to create a strong and cohesive
safety culture based on ownership. At the same
time, audits and action plans have helped to better
identify and manage risks.

Since 2007, the number of major accidents has
declined 59% despite an average 24% increase in
our workforce, and the number of days lost through
accidents has fallen 31%.

Likewise, 80% of managers are now EHS trained,
compared with 33% at the beginning of the
year, and all major units were rated against the
Converteam EHS roadmap at least once in 2008.

Major initiatives have also been promoted in most
units. These range from deployment of visible EHS
awareness campaigns and roadmap scoring to
implementation of safety inspections and training
courses for managers, to raise responsibility and
develop EHS skills.

Converteam Group has been award-
ed the RoSPA Gold Award for Occu-
pational Health & Safety. The RoSPA
(The Royal Society for the Preven-
tion of Accidents) Awards help
ensure that organizations have good
Health and Safety management
systems in place in order to reduce
the number of accidents and cases

of ill-health at work.
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